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Chairman’s Statement

a V==
FERS
Dear Shareholders,

On behalf of the board of directors (the “Directors” or the “Board”) of
LVGEM (China) Real Estate Investment Company Limited (the “Company”
or “LVGEM (China)”), | would like to report to all the shareholders who have
been supportive to the Company and its subsidiaries (collectively known as
the “Group”) the consolidated business performance of the Group for the year
ended 31 December 2016.

LVGEM (China) is a unique property developer and commercial property
operator. Adhering to the strategic vision of “Focusing on Core Cities and Cities’
Core Areas”, the Company’s projects are mainly located in core cities and
central areas to ensure high risk tolerance, high values and high returns for all
projects. Being one of the pioneers in urban renewal, LVGEM (China) actively
participated in urban renewal projects in Shenzhen and the Pearl River Delta.
It successfully developed several property projects that gained recognition from
industry peers and positive feedbacks from consumers, through which it has
accumulated extensive experience and established a unique land resources
acquisition model. The Company adhered to the “two-wheel driven” model and
adopted the business mix of real estate development + commercial property
operation. The ancillary services of commercial properties may enhance the
value of real estate projects, as well as bringing stable rental income, cash
flow and returns on property appreciation to the Company. The Company
successfully completed a reverse takeover and the deemed new listing in
2015, making its official presence in the major access to the international
capital market. This enabled the Group to better leverage on the advantages of
financing strategies brought by cross-border financing and to make effective
financing by fully utilising both domestic and overseas capital platforms.

During the year under review, the macro economy of China has entered into the
“New Normal” state amidst downward pressure. With the impact of destocking,
liquidity easing measures, positive sentiments in the land market and special
rectification actions, the real estate industry also experienced a year full of
turbulence. In the face of the ever-changing policies and market conditions,
all staff of LVGEM (China) has weathered through the challenges with great
courage by upholding the value of being “far-sighted, professional, responsive
and honest”, allowing us to forge ahead under adverse conditions. Our efforts
have been rewarded with fruitful results.

For real estate development, adhering to the strategic vision of “Focusing on
Core Cities and Cities’ Core Areas”, we proactively developed a number of quality
residential projects with potential. In Shenzhen region, in which the Group has
been developing for years, we are developing LVGEM Hongwan Garden, LVGEM
Mangrove Bay No. 1, Liguang Project and Meijing Project. Other projects under
development include Suzhou LVGEM e NEO Project, which is also the new base
for our development in the Yangtze River Delta region and Phase Il of LVGEM
International Garden located in Huazhou in the Pearl River Delta region. The Lau
Fau Shan project in Hong Kong is also well underway, which is a major step of
the Group in expanding to projects overseas.

For commercial property operation, the Group’s two commercial property
brands, the “NEO” and “Zoll”, were a great success. The NEO integrated
business complex in operation in Shenzhen became the central hub terminal
of four railway lines following the commencement of operation of Line 7, 9 and
11 of the Shenzhen Metro, which will help increase the property value and
rental income of NEO in Shenzhen. Hongwan Zoll Centre, the third Zoll Centre
completed by the Group, also commenced operation following its grand opening
in January 2017, which was a strong proof of our efforts in branding and scale
expansion of the “Zoll” brand.
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For financing, leveraging the cross-border financing modes as well as
domestic and overseas capital platforms, the Group seized opportunities for
capital management and issued RMB domestic corporate bonds and US
dollar convertible bonds respectively during the year, which was another
achievement of the Group in terms of financing. In addition, the Group also
actively participated in financial investment and proposed to participate in the
promotion and establishment of —#— B ERBRIMHERAF (Belt and
Road Property Insurance Co., Ltd.*), and invested in the Bank of Shanghai. We
believe that financial investment will create synergies with the principal business
and in turn broaden our stream of revenue and enhance the profitability and
overall competitiveness of the Group.

In terms of project expansion, the Group also made a number of breakthroughs
in 2016. The Group successfully acquired the urban renewal project in Zhuhai
and won the project of a hotel located in Los Angeles, the United States. On
the other hand, the parent company of the Group is also involved in certain
quality urban renewal projects totalling not less than 12 million square meters
in Shenzhen and the Pearl River Delta region. The Group will absorb these
quality projects in time to facilitate its expansion and enhance the profitability of
the Company. Looking forward, the Group will continue to identify quality assets
and projects.

We believe that based on our excellent market insight and execution capability
together with the extensive experience in the real estate industry, the Group
will further optimise its property portfolio, asset value, income foundation and
financial strength, endeavour to enhance the corporate image and brand
popularity, consolidate its leading position in the market of Shenzhen and
the Pearl River Delta region. Further, we will stringently implement and push
forward our effective business model and strategies, continue to develop
the high-quality integrated real estate and commercial property projects
with potential, strive to create social values and bring satisfactory returns to
shareholders and investors.

Last but not least, | would like to express my sincere gratitude to all of our
shareholders, staff, clients and business partners for their continuous trust and
support on behalf of the Board. Adhering to the core value of “Professionalism
lays the foundation and mutual harmony leads to sustainable growth” and
continuing to commit to the mission of enhancing city values, the Group will
excel ourselves, seize every opportunity and take initiatives while working
together to achieve the vision and goal of “being the most respected city value-
creator”!

HUANG Jingshu
Chairman

Hong Kong, 16 March 2017

* For identification purposes only £z 5
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Management Discussion and Analysis
EEENWED T

In 2016, the market was trapped in a complicated situation with continued
instability in the international environment and the economy was still under
downward pressure. Nevertheless, China’s real estate market was still hot with
annual transaction volume reaching its historical high and continued to show
differentiation between cities. Moreover, the Chinese government adopted a
series of measures in the fourth quarter, actively seeking to create a favourable
development environment for stable and healthy growth in the industry in the
long run.

Among those measures, the Chinese government’s policy on real estate
destocking has achieved remarkable results, with continuous increase in both
sales area and sales amount of commodity housing and the areas pending for
sale gradually decreased. With the implementation of the policy on the change
from business tax to value-added tax for the construction and real estate
industry (the “B2V") by the Chinese government with effect from 1 May 2016,
coupled with the improvement of the tax system, both fixed assets investment
and domestic demand increased, while the pace of real estate destocking
was further accelerated. According to the statistics of the National Bureau
of Statistics, in 2016, the sales area of commodity housing nationwide was
1,573.49 million square meters, representing an increase of 22.5% over the
previous year while the sales amount of commodity housing was RMB11,762.7
billion, representing a year-on-year growth of 34.8%. As at the end of 2016,
the areas of commodity housing pending for sale was 695.39 million square
meters, representing a year-on-year decrease of 3.2%.

On the other hand, the property prices in first-tier cities and the cities with
booming property markets were still on the rise. In order to suppress speculative
demand and avoid market risks, local governments across the country have
implemented a new round of regulatory measures one after another, including
the policies in relation to increasing down-payment ratio, purchase restrictions
and credit tightening, with an aim to stabilise the prices of the property market.
In 2016, according to the statistics announced by National Bureau of Statistics,
the average selling prices of new commodity residential housing in Shenzhen
recorded a year-on-year increase of over 50%, demonstrating the huge market
potential and demand for residential housing in Shenzhen. Although the
regulatory policies may reduce the transaction volume in the property market in
the near future, however, with the huge demand for property placement in first-
tier cities at the moment, it is believed that the policies will be able to ensure
better property allocation and thus beneficial for the long-term development of
the industry.

Shenzhen, with a current resident population of approximately 20 million, is a
hub city for internationally-renowned high-new technology and large financial
enterprises and continuously attracts talents from different sectors to settle in
the city. Among the four major first-tier cities, Shenzhen is the youngest city in
terms of demographic structure. Based on the statistics from the population
census, it is projected that the population between the age of 25 and 35 in
Shenzhen accounted for the largest proportion of total population. This will
provide constant demands for home purchase (including rigid demand and
those looking for living condition improvement) to the property market in
Shenzhen.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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Management Discussion and Analysis

In addition, according to the results from the population sample survey
conducted in 2015, the mobile population in Shenzhen accounted for 78.0%
of the total resident population, representing an increase of 4.3% as compared
with the data obtained from the population census in 2010. As a first-tier
forefront city with finance and high-tech industry as the major parts of its
economic structure, Shenzhen will continue to attract more quality, highly-
educated and highly-skilled youth population from other cities, which will boost
the demand for residential and commercial properties and continue to promote
the vibrant development of the property market.

Under the guidance of the strategic vision of “Focusing on Core Cities and
Cities” Core Areas”, the Group’s property projects are mainly located in the
central areas of economically-developed core cities, such as Shenzhen, the
Pearl River Delta region and Hong Kong, where there are enormous rooms
for development and potential opportunities. Meanwhile, the Group’s Suzhou
project is located in the core areas in Yuexi development zone, Wuzhong,
Suzhou. The project is positioned as mid-to-high-end offices and street-
style boutique shopping mall, which will help to enhance the Group’s brand
influence in the Yangtze River Delta region upon completion.

The Group achieved outstanding results for the year ended 31 December
2016. All of its key financial indicators were in line with the expectations of the
management and the overall results performance was satisfactory.

For the year ended 31 December 2016, the Group achieved total revenue
of approximately RMB4,590.2 million, representing a significant growth of
approximately 279.3% as compared to the same period in 2015. Gross profit
was RMB2,296.0 million, representing a significant growth of approximately
261.3% as compared to last year. Gross profit margin for the year remained at
a healthy level of 50.0% (2015: 52.5%).

Profit for the year was RMB808.7 million (2015: RMB424.6 million),
representing a significant growth of approximately 90.5% as compared to
last year. Profit attributable to owners of the Company was RMB802.3 million
(2015: RMB417.8 million), representing a significant growth of approximately
92.0% over the same period last year. Basic earnings per share was RMB17.09
cents (2015: RMB10.55 cents), representing a growth of approximately 62.0%
year-on-year.

The Board has recommended the payment of a final dividend of HK5 cents
(equivalent to approximately RMB4.5 cents) per ordinary share for the year
ended 31 December 2016 (2015: HK1 cent and equivalent to approximately
RMBO.8 cents).
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Management Discussion and Analysis
EEENWED T

The Group’s key financial indicators for the year ended 31 December 2016
were as follows:

Revenue g
Gross profit EH

TG FE(E B

Profit from core business*

Profit attributable to owners of the Company  Z/A F10% 58 fE (5 & F
Basic earnings per share (RMB cents) BRERBF(ARESD)
Gross profit margin (%) EFFE(%)

*

Profit from core business represents profit attributable to owners of the Company
less fair value changes on investment properties and related deferred tax, exchange
gain or loss and fair value changes on derivative financial instruments.

Bank balances and cash (including restricted
bank deposits) (RMB million)

Average finance costs (%) TR E PN (%)
Gearing ratio (%) BEABLE%)
Rate of equity return (%) BEAREFRE(%)

For many years, the Group has always been actively participating in large-scale
quality residential and commercial development projects in the Pearl River
Delta region, through which it has accumulated extensive experience in China’s
real estate industry and established a renowned brand name and enjoyed
a leading position in Shenzhen where the real estate industry recorded the
most rapid pace of growth among all cities. In 2016, the Group was awarded
“2016 Top 10 Shenzhen Real Estate Enterprises in terms of Comprehensive
Strength” by Shenzhen Real Estate Association and was recognised as one of
the 13 “Trustworthy” enterprises in Shenzhen’s real estate industry, reflecting
the broad market recognition successfully gained by the LVGEM brand and
products. Meanwhile, LVGEM Hotel of the Group was awarded “The Most

Popular Hotel” (552 #UIUE 5 22) by the Shenzhen Travel Association.

The Group is one of the pioneers in the field of urban renewal with unique
operating models that differentiates itself from other developers and has
accumulated over 20 years of experience in urban rehabilitation and urban
renewal. Furthermore, in contrast to traditional real estate developers at
the national or regional level, the Group’s major development projects are
all situated in the core areas of the core cities and adopted the strategy of
dual-core layout of “Focusing on Core Cities and Cities’ Core Areas” as its
development focus. With development projects situated mainly in the core
areas of economically developed cities such as Shenzhen, the Pearl River Delta
region and Hong Kong, the Group will be able to maintain the rapid growth and
risk tolerance of its businesses.
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2016 2015 Change
—E—XE —E—RF Big=
(RMB million) (RMB million)
(AREBBR) (ARBAET
4,590.2 1,210.3 279.30%
2,296.0 635.4 261.30%
604.4 58.4 934.5%
802.3 417.8 92.0%
17.09 10.55 62.0%
50.0 52.5
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December 2016 December 2015
R-IEB—XRE RZZE—hF
+=—A=+—-H +=ZHA=+—H
(Audited) (Audited)
(RREX) (JEE%)
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Management Discussion and Analysis

The Group adopted a two-way expansion model for land acquisition, so as
to acquire land resources by way of both public auction in the market and
urban renewal. Moreover, the Group has successfully developed a set of
comprehensive and standardised land-acquisition model which will at the
same time continuously provide the Group with abundant land supply that is
able to deliver high gross profit and sustainable growth at low cost through the
cooperation with the parent company.

The Group adopted various refined cost control measures, with a view to
achieve effective cost reduction through whole-process management with
control before, during and after the implementation of process, which will in
turn enable the Group to maintain a relatively high gross profit margin and
revenue in the future.

Real estate development and sales were the core businesses of the Group and
accounted for approximately 86.2% of the Group’s total revenue of the year. For
the year ended 31 December 2016, real estate development and sales of the
Group generated approximately RMB3,956.4 million in revenue, representing
a substantial increase of approximately 587.0% over the same period in 2015.
The substantial increase in revenue was mainly attributable to the part of the
property sales revenue from LVGEM Hongwan Garden located at Futian District,
Shenzhen carried forward. Sales revenue of the abovementioned project was
approximately RMB3,540.4 million for the year ended 31 December 2016.

For the year ended 31 December 2016, the Group’s total contracted sales
amounted to approximately RMB826.8 million, mainly attributable to the sales
of remaining flats. However, the Group expects LVGEM Mangrove Bay No. 1
and LVGEM Hongwan Apartment will bring considerable sales and revenue
contribution to the Group in the coming few years following the commencement
of their pre-sale in 2017.

During the year under review, the Group continued to identify quality projects
with potential, in order to bring growth momentum for future sales and
performance. The projects under development included LVGEM Hongwan
Apartment, LVGEM Mangrove Bay No. 1, Liguang Project, Meijing Project,
Suzhou LVGEM e NEO Project, Phase Il of LVGEM International Garden located
in Huazhou and the Lau Fau Shan development project located in Hong Kong,
expecting the tally of total construction area to be approximately 1,250,000
square meters.

LVGEM Hongwan Project is located in the central business district of Futian
District, Shenzhen. The project comprises five high-rise quality residential
buildings, two apartment buildings and Hongwan Zoll Centre. It occupies
a site area of 32,785 square meters and total gross floor area of 367,372
square meters. The project was completed by the end of 2015. All units were
completed and sales revenue was partly recognised during the year 2016. Sales
revenue generated from the project was approximately RMB3,540.4 million,
while the average unit selling price was approximately RMB45,800 per square
meter. LVGEM Hongwan Project is the first “zero defect” occupation project of
the Group with 674 units successfully delivered to and occupied by owners and
attained a high level of customer satisfaction of 99.1%.
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LVGEM Mangrove Bay No. 1 is recently the largest urban upgrade and
redevelopment project of the Group. The project comprises three quality
residential buildings and a comprehensive and high-quality building of Grade
A offices, hotels and apartments. The project is located in the southeast corner
of the intersection of Shazui Road and Jindiyi Road in the central business
district of Futian District, Shenzhen. Having easy access to public transport and
strategically located in the proximity to both Futian Port and Huanggang Port,
Beijing-Hong Kong-Macau Expressway and Metro Line 3, 4 and 7, the project
occupies a site area of 24,424 square meters and a planned gross floor area of
305,450 square meters. Among which, the residential portion has a gross floor
area of approximately 91,300 square meters. The whole project is expected to
be completed in 2017. Pre-sale of certain high-end residences is planned to
commence in 2017 subject to the market condition. It is expected to generate
cash flow contribution to the Group in 2017.

Meijing Project is another urban upgrade and redevelopment project positioned
to serve the high-income group, from white-collar to golden-collar, in Shenzhen
and an integrated model zone for new mixed-used industrial town which will
be mainly used for industrial research and development and industrial ancillary
services, complemented by other functions such as apartment, commerce and
offices. The project is located at south of Beihuan Road, north of Qiaoxiang
Road, east of the intersection of Qiaoxiang Road and Beihuan Road as well as
west of Qiaochengfang in Shenzhen. The project occupies a site area of 10,862
square meters and a planned above-ground gross floor area of 97,214 square
meters. As the project is strategically located in the sub-district of Overseas
Chinese Town, it enjoys rich scenic resources. It has commenced construction
at the end of 2016 with an estimated total project revenue of over RMB2.2
billion.

Liguang Project is located next to Sili Road, Old Village, Liguang Community,
Shenzhen. It occupies a site area of 271,202 square meters and is used for
commercial and residential purposes. Phase | has a construction site area
of 42,666 square meters and a plot ratio-based gross floor area of 156,300
square meters. Special planning for Phase | of the project has been approved.
It is expected to complete the demolition and relocation plan in 2017 and
commence construction in 2018. The estimated total revenue from the project
is approximately RMB3.6 billion.

LVGEM International Garden is located in Huazhou City, Maoming, Guangdong
province. It is located in a well-developed and traditional residential area with
rich natural resources and is in proximity to Juzhou Park. It is well-served by
public transport network and is only within approximately 10 minutes’ drive
from the city centre. The total investment of the project will be over RMB8.0
billion, which will promote the economic development of the region and the
whole city, enhance the status of Huazhou City, improve the investment and
leasing environment and facilitate the overall social and economic development
of the city. The project occupies a total site area of 859,000 square meters
and is planned to develop and launch for sale in phases. Phase | represents
Zone A, which is divided into Zone Al and Zone A2. Among which, Zone
Al occupies a site area and a total gross floor area of 48,795 square meters
and 38,456 square meters respectively. The construction of the project was
completed in November 2014 and was delivered and occupied in May 2015.
Zone A2 occupies a site area and a total gross floor area of 55,032 square
meters and 211,839 square meters respectively. The construction of Zone A2
was completed in November 2015 and was delivered in December 2015. As
of 31 December 2016, Zone A of Phase | of LVGEM International Garden has
been launched for sale. The saleable residential area was 170,288 square
meters and the total area sold was approximately 131,000 square meters, and
contributed approximately RMBO.58 billion of the Group’s contracted sales in
total. The development of Zone B of Phase Il is underway. Zone B occupies
a site area of 117,560 square meters and a total gross floor area of 555,969
square meters. The detailed plan for the construction work of Zone B has been
approved by the Municipal Commission of Urban Planning and the design for
schools and lakeside apartments of the project is in progress concurrently.
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Lau Fau Shan Project is a project located in Deep Bay Road, Lau Fau
Shan, Hong Kong. It is the first outbound and Hong Kong quality property
development project of the Group, which represents a new milestone of the
internationalisation of “LVGEM” brand. The project occupies a site area of
82,400 square meters of a scarce and quality land parcel and is planned to
build 116 low density waterfront villas. The project is currently in the planning
stage with an estimated total sales of over HK$7.0 billion.

“Two-wheel driven” business mix comprises “real estate development and
commercial property operation”, which is another key feature of the Group.

The Group’s commercial property development projects are mainly independent
commercial projects as well as commercial and residential complex projects that
comprise of residential areas. Among which, ancillary services of commercial
properties under commercial and residential complex projects further increases
the value of individual projects among the real estate development business,
as compared to that of pure residential projects. Through the robust and
quality commercial operation management, the Group can be rewarded with
investment returns from the appreciation in property value, as well as generate
stable rental income and cash flow by properly managing and leasing quality
commercial properties.

The commercial properties of the Group are mainly represented by two
commercial brands, namely “NEO” and “Zoll”, including NEO Urban
Commercial complex, Xiangsong Zoll Centre, 1866 Zoll Centre and other shops
and investment properties, with a total gross floor area of 392,829 square
meters. Meanwhile, the grand opening of LVGEM Hongwan Zoll Centre was
held in January 2017. LVGEM International Garden Zoll Centre and LVGEM
Mangrove Bay No. 1 Zoll Centre are also expected to open for business in 2017
and 2018 respectively.

For the year ended 31 December 2016, the revenue from the investments
and operations of commercial properties is approximately RMB430.2 million,
representing an increase of approximately 4.3% as compared to the same
period in 2015, contributing stable investment revenue and lease payments to
the Group.

NEO Urban Commercial complex is elected as one of the ten key landmarks
of Shenzhen. It is strategically located in the western region of central Futian
District of the core central business district in Shenzhen. It is a key urban and
commercial landmark in Shenzhen. It has easy access to public transport
locating at the intersection of four Metro Lines 1, 7, 9 and 11. NEO Urban
Commercial complex has a total gross floor area of approximately 252,539
square meters and a total lettable area of approximately 105,870 square
meters. The high-quality corporate tenants of Grade A office building include
offices and branches of several Fortune Global 500 companies, banks,
telecommunications corporations and other state-owned enterprises. During
the year 2016, the average occupancy rate of NEO Urban Commercial complex
was about 99% (2015: 99%).
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Suzhou LVGEM e NEO Project is located in the core area of Yuexi development
zone, Wuzhong, Suzhou, and situated at the west corner of Tayun Road,
north corner of Su Street and east corner of Yuelaixi. The project occupies a
site area of 14,592 square meters and has a planned total gross floor area of
81,841 square meters. The project is positioned as mid-to-high-end offices and
street-level boutique shopping mall. At the end of 2016, the overall completion
progress was 60%. It is expected to launch for sales in 2017 and will provide
stable cash flow and sales contribution for the Company.

Zoll Centre is a famous fashion and comprehensive shopping centre. As at the
end of 2016, the Group owns and operates Xiangsong Zoll Centre and 1866
Zoll Centre. During the year 2016, the average occupancy rate was about 92%
(2015: 95%). The mild decrease in occupancy rate was mainly due to the
Group’s continuous efforts in optimising the tenant mix, enhancing the market
position of the “Zoll” brand and inviting more quality brands and tenants that
cater for the consumption demand of residents to join. In addition, LVGEM
Hongwan Zoll Centre was opened for business on 9 January 2017 with 74
contracted store tenants, which will contribute a more stable rental income
to the Group. LVGEM International Garden Zoll Centre and LVGEM Mangrove
Bay No.1 Zoll Centre are also expected to open for business in 2017 and 2018
respectively.

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations and others. For the year ended
31 December 2016, comprehensive services of the Group generated revenue
of RMB203.6 million, representing a decrease of approximately 8.2% as
compared with the same period in 2015.

The Group operates and manages the LVGEM hotel, which is located in the
central business district of Futian district, Shenzhen. The hotel has a total gross
floor area of 25,751 square meters. It is strategically located and has over 330
rooms, 2 multi-functional meeting rooms, 1 banquet hall and video conference
room. During the year ended 31 December 2016, its average occupancy rate
was approximately 77% (2015: 76%).

The Group provided comprehensive property management services for most
of its property development projects through its wholly-owned subsidiaries,
namely FINMEES LT EEERBEER A (Shenzhen LVGEM Jiyuan
Property Management Service Co., Ltd.*) and FIITEESMEEEEFRA
Al (Shenzhen LVGEM Property Management Co., Ltd.*). The comprehensive
services provided by the Group ranged from security services, property
maintenance and management of ancillary facilities. Shenzhen LVGEM Property
Management Co., Ltd. obtained the 1SO9001:2008 certification for its quality
system of property management services and the level A property management
qualification.

During the year, the Group adopted both domestic and overseas assets
platforms in their highest and best use to conduct financing and the cross-
border financing strategy between Hong Kong and PRC. The Group completed
the issue of unsecured and non-guaranteed domestic corporate bonds
of RMB2,600,000,000, and convertible bonds of US$100,000,000, with
average finance costs further decreased to 6.2%. The net proceeds of totaling
RMB3,300 million were used to replenish the general working capital. The
Group expected to further consolidate its financial strength through financing so
as to identify further quality projects, seize more development opportunities and
achieve substantial business growth in the future.
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FERRE EHE CRYDAMRATF (Zhengxinglong Real Estate (Shenzhen) Co.,
Ltd.*) (“Zhengxinglong”), a wholly-owned subsidiary of LVGEM (China),
proposed to participate in the promotion and establishment of —&—E&EI &
IRERI D BFR AR (Belt and Road Property Insurance Co., Ltd.*) (as named
tentatively) (hereinafter referred to as “Belt Road Insurance”) as organised by
China International Council for the Promotion of Multinational Corporations
(FEIFEEEE A RRHES). Zhengxinglong proposed to contribute RMB290
million for the subscription of 10% of shares in Belt Road Insurance. This allows
the Group to take advantage of the opportunities arising from its development
in the insurance market by supporting the implementation of various national
strategies, such as the construction under the State’s “One Belt, One Road”
initiative, the synergic development of Beijing-Tianjin-Hebei region and the
development of Yangtze River Economic Belt. We believe that the participation
in the promotion of Belt Road Insurance will create synergies with the principal
business, broaden the revenue stream as well as enhance the profitability and
overall competitiveness of the Group.

The Group engaged in the equity investment of Bank of Shanghai, representing
0.4% of the total share capital of Bank of Shanghai. In 2016, Bank of
Shanghai was successfully listed on the Shanghai Stock Exchange. The Group
had recorded an increase in other comprehensive income of approximately
RMB163.3 million on the books accordingly.

On 11 November 2016, the Group entered into an agreement and agreed
to acquire the entire issued share capital of Apex Leader Limited, the sole
business of which is the ownership of 100% interest of the registered
capital of BB BEEBRR AR (Zhuhai Kaiwei Property Co., Ltd.), at a
consideration of RMB2,100 million. /G EEHEEBMRAA] (Zhuhai Kaiwei
Property Co., Ltd.) owns the land and the existing buildings at the ZK/&H
AeERIHE (Zhuhai Dongda Kaiwei Science Park). This project is located
in Zhuhai and has a site area of approximately 79,525 square meters, with
existing factory buildings and dormitories of gross floor area of approximately
126,700 square meters built thereon. The Group has paid 10% of the
consideration, equivalent to RMB210 million during the year 2016.

Meanwhile, the Group continued to monitor any opportunities for exploring
overseas market and bidding. During the year 2016, by way of public auction,
the Group successfully secured a hotel project in South California, United
States at a bidding price of USD22,600,000. Following the acquisition of Lau
Fau Shan Project by the Group in Hong Kong, the business expansion in the
US market marked another significant breakthrough by the Group towards
internationalisation.

Despite the uncertainties associated with the economic growth and the real
estate market in the PRC, the Group is confident in the prospect of the real
estate market in the Mainland China and the tremendous development potential
of Shenzhen and the Pearl River Delta region. In the future, the Group will
continue to adhere to its strategic vision of “Focusing on Core Cities and Cities’
Core Areas” and actively develop potential real estate projects in the core areas
of core cities.

* For identification purposes only {£ %55
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Meanwhile, with primary focus on urban renewal and secondary on market
bidding, the Group will continue to obtain more high-quality land resources in
the core areas at low costs. It is expected that the urban renewal projects of the
Group’s parent company will achieve breakthroughs during the year based on
the planned timeline. The Group will closely cooperate with the parent company
to gradually inject various urban renewal projects of the parent company into
the Group.

In 2016, the Group has completed its five-year performance plan in view of
its medium-to-long term development in the future, providing key support
to strategy planning, strategy implementation, business layout and plans.
Confronted with the Chinese government’s policy control on real estate and
market fluctuations in the future, the Group will carefully study and implement
the national policies and formulate the best business development plan that
meets market needs by leveraging the Company’s characteristics and strengths.

The Group maintained a sound financial position. As at 31 December 2016,
bank balances and cash (including restricted bank deposits) amounted to
RMB4,531.2 million, well-positioning the Group against market challenges
and providing the Group with sufficient resources to actively identify high-
quality projects. The Group will further expand the market through mergers and
acquisitions so as to increase market share and consolidate its leading position
in the region.

Apart from focusing on the development of real estate projects in Shenzhen
and the core cities in the Pearl River Delta region, the Group will continue to
actively broaden its project coverage and expand its business to the overseas
markets in order to satisfy its medium-to-long term development needs. So far
as the objective circumstances allow, in addition to the Lau Fau Shan project in
Hong Kong and the hotel project in the United States, the Group will continue to
identify appropriate land parcels and projects overseas, with an aim to seeking
new profit growth drivers for the Group while maintaining stable development.

Looking forward, the Group will continue to grasp various market opportunities,
enhance its competitiveness and promote its corporate core value of
“Professionalism lays the foundation and mutual harmony leads to sustainable
growth” in the market. We aim to make significant contributions to the
prosperity of cities and in return, widely gain market recognition for adding
value to cities.

On 11 November 2016, the Group entered into a sale and purchase agreement
pursuant to which the purchaser agreed to purchase, and the vendor agreed
to sell and transfer the entire issued share capital of Apex Leader Limited, at
a consideration of RMB2,100 million. 10% of the consideration, equivalent to
RMB210 million, was paid during the year 2016, 70% of the consideration,
equivalent to RMB1,470 million, will be payable within one month after the
PRC Governmental authorities granting approval for the implementation of the
redevelopment project; and the balance of 20% of the consideration, equivalent
to approximately RMB420 million subject to adjustments, will be payable within
one month after the project has obtained the permit to commence construction.
As at the date of this annual report, completion of this acquisition has not yet
taken place.
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Management Discussion and Analysis

The Group’s revenue mainly comprised of revenue from sales of properties
held for sale, leasing of investment properties and comprehensive services.
The Group’s revenue for the year ended 31 December 2016 was approximately
RMB4,590.2 million (2015: RMB1,210.3 million), representing an increase of
approximately 279.3% as compared to the same period last year, which was
mainly due to the increase in revenue from sales of properties held for sale.

2016

—EB—-XE

RMB’000

ARBTR

Property development and sales MEBERRIEE 3,956,426

Commercial property investment EEMERERLE 430,205
and operations

Comprehensive services LA RS 203,531

Total w5t 4,590,162

For the year ended 31 December 2016, the revenue from sales of properties
held for sale was approximately RMB3,956.4 million (2015: RMB575.9
million), representing an increase of approximately 587.0% as compared to the
same period last year, which mainly includes sales of the high-rise residential
buildings of LVGEM Hongwan Garden and other properties held for sale. The
Group’s total gross floor area of properties held for sale sold during the year
ended 31 December 2016 was approximately 150,000 square meters (2015:
approximately 84,000 square meters).

Revenue from leasing of investment properties for the year ended 31 December
2016 was approximately RMB430.2 million (2015: RMB412.6 million). The
Group’s commercial properties are all located in core areas. The properties are
mainly operated under the brands of “Zoll” and “NEQO”. The occupancy rate of
investment properties during the year ended 31 December 2016 remained at a
high level at 94% (2015: 96%).

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations and others. For the year ended
31 December 2016, comprehensive services of the Group generated revenue
of RMB203.6 million (2015: RMB221.8 million), representing a decrease of
approximately 8.2% as compared to the same period last year.

For the year ended 31 December 2016, the Group’s integrated gross profit
continued to remain at a relatively high level at approximately RMB2,296.0
million (2015: RMB635.4 million), representing an increase of approximately
261.3% as compared to last year; while the integrated gross profit margin for
the year ended 31 December 2016 remained at a relatively high level at 50.0%
(2015: 52.5%). The decrease in gross profit margin was mainly attributable to
the increase in proportion of revenue from a sales of properties held for sale
during the year.
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Management Discussion and Analysis
EEENWED T

For the year ended 31 December 2016, selling expenses of the Group
amounted to approximately RMB58.3 million (2015: RMB56.5 million),
representing an increase of approximately 3.2% as compared to the same
period in 2015. In 2016, the selling expenses mainly included sales commission
from the sales of properties held for sale of the Hongwan project.

For the year ended 31 December 2016, administrative expenses of the Group
amounted to approximately RMB348.7 million (2015: RMB239.1 million),
representing an increase of approximately 45.9% as compared to 2015. The
increase was mainly attributable to the share options granted by the Group
during the year. Among which, the amortisation expenses for share options
during the year amounted to approximately RMB128.4 million (2015: Nil).

The valuation on the Group’s investment properties as at 31 December 2016
was conducted by an independent property valuer which resulted in a positive
fair value changes on investment properties of RMB247.5 million for the year
ended 31 December 2016 (2015: RMB426.8 million).

For the year ended 31 December 2016, finance costs of the Group amounted
to approximately RMB406.5 million (2015: RMB262.9 million), representing an
increase of approximately 54.6% as compared to 2015.

The increase in finance costs was due to the increase of the Group’s total
interest-bearing loans (including, among others, bonds and convertible bonds)
to RMB11,940.4 million as at 31 December 2016 from RMB8,165.4 million
as at 31 December 2015. The Group’s average finance cost of interest-bearing
loans was 6.2% for the year ended 31 December 2016 (2015: 6.5%). The
decrease in average finance cost of interest-bearing loans was mainly due to the
lowered market interest rate resulted from the monetary policy of the Chinese
government.

For the year ended 31 December 2016, income tax expenses of the Group
amounted to approximately RMB1,044.8 million (2015: RMB166.5 million).
The Group’s income tax expense included payments and provisions made for
EIT and LAT during the year. The increase of income tax expense during the
year was mainly attributable to the increase in LAT provision. The LAT for the
year amounted to approximately RMB692.0 million (2015: RMB50.4 million),
which was mainly attributable to the sales of LVGEM Hongwan Garden.
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Management Discussion and Analysis

For the year ended 31 December 2016, the profit attributable to owners of the
Company was approximately RMB802.3 million (2015: RMB417.8 million),
representing an increase of approximately 92.0% as compared to 2015.

Bank balances and cash as at 31 December 2016 amounted to approximately
RMB4,531.2 million (including restricted bank deposits) (2015: RMB2,768.0
million).

The Group had total borrowings of approximately RMB11,976.5 million as at 31
December 2016 (2015: RMB8,233.9 million). Borrowings classified as current
liabilities were approximately RMB3,580.3 million (2015: RMB1,676.3 million)
and the Group’s gearing ratio as at 31 December 2016 was approximately
80.6% (2015: 67.7%), which was based on total interest-bearing loans less
bank balances and cash (including restricted bank deposits) to total equity.

Please refer to note 30 to the consolidated financial statements for the details of
bank borrowings.

As at 31 December 2016, the Group had current assets of approximately
RMB11,525.3 million (2015: RMB10,385.0 million) and current liabilities
of approximately RMB5,816.4 million (2015: RMB7,193.4 million), which
represented an increase in net current assets from approximately RMB3,191.6
million as at 31 December 2015 to approximately RMB5,708.9 million as at
31 December 2016. The increase in current assets as at 31 December 2016
was mainly attributable to the increase in bank balances and cash as well as
restricted bank deposits.

As at 31 December 2016, the Group recorded total assets of approximately
RMB25,924.5 million (2015: RMB23,991.9 million) and total liabilities of
approximately RMB16,726.8 million (2015: RMB16,018.7 million), representing
a debt ratio (total liabilities over total assets) of approximately 64.5% (2015:
66.8%). Net assets of the Group were approximately RMB9,197.7 million as at
31 December 2016 (2015: RMB7,973.2 million).

For the year ended 31 December 2016, the Group was able to utilise its
internal resources and debt financing to meet the funding requirements for land
acquisition.
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Management Discussion and Analysis
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For the year ended 31 December 2016, loans of approximately RMB8,597.5
million (2015: RMB8,150.3 million) were secured by properties under
development for sale, properties held for sale, investment properties, properties,
plant and equipment, and pledged deposits of the Group respectively in the
total amount of approximately RMB12,705.0 million (2015: RMB10,813.3
million).

For the year ended 31 December 2016, the Group had contingent liabilities
relating to guarantees in respect of mortgage facilities for certain purchasers
amounting to approximately RMB2,479.5 million (2015: RMB2,140.3
million). 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 loans together with any accrued interest and penalty
owned by the defaulted purchasers to the banks.

The Group’s guarantee period commences from the dates of grant of the
relevant mortgage loans and ends upon the earlier of the buyer obtaining the
individual property ownership certificate or the full settlement of mortgage loans
by the buyer.

The Directors consider that it is not probable that the Group will sustain a
loss under these guarantees as during the periods under guarantees, the
Group can take over the ownerships of the related properties and sell the
properties to recover any amounts paid by the Group to the banks. The Group
has not recognised any deferred income in respect of these guarantees as
its fair value is considered to be minimal by the directors. The Directors also
consider that the fair market value of the underlying properties is able to cover
the outstanding mortgage loans guaranteed by the Group in the event the
purchasers default payments to the banks.

Almost all of the Group’s operating activities are carried out in the PRC with
most of the transactions denominated in Renminbi. The Group is exposed to
foreign currency risk arising from the exposure of Hong Kong dollars and United
States dollars against Renminbi as a result of certain cash balances and loans
in Hong Kong dollars or United States dollars.

The Group does not have a foreign currency hedging policy. However, the
Directors monitor the Group’s foreign exchange exposure closely and may,
depending on the circumstances and trend of foreign currency, consider
adopting appropriate foreign currency hedging policy in the future.

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

As at 31 December 2016, the Group had a staff roster of 1,494 (2015:
1,389), of which 1,471 (2015: 1,370) employees were based in the mainland
China and 23 (2015: 19) employees in Hong Kong SAR. The remuneration
of employees was in line with the market trends and commensurate to the
levels of remuneration in the industry. Remuneration of the Group’s employees
includes basic salaries, bonuses and long-term incentives such as the granting
of share options pursuant to an approved scheme.
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Environmental, Social and Governance Report

LVGEM (China) Real Estate Investment Company Limited (hereinafter referred
to as “LVGEM (China)” or the “Company”, together with its subsidiaries, the
“Group”) has always been engaging in commercial activities that are beneficial
to the society as a whole. We are committed to urban rehabilitation, urban
renewal and enhancement of city values, with a view to promote sustainable
development. We regard promoting prosperity and advancement of the society,
as well as bringing benefits to the society and enhancing city values as our due
responsibilities.

The Group adheres to the core value of “Professionalism lays the foundation
and mutual harmony leads to sustainable growth”. “Professionalism” is
the fundamental concept of founding a business and the corporate culture
of the Group, signifying the integration of theory and practice and pursuit
for excellence. “Mutual Harmony” is the key to business success and the
team spirit of the Group, signifying the synergic and mutual growth of the
Company and the external environment. Professionalism lays the cornerstone
for our business opportunities while mutual harmony enables our business
sustainability!

Pursuing synergy is the business philosophy of LVGEM (China), while striving
for mutual benefits is the basic principle for both our internal and external
cooperation. Following this ideology to maintain the relationship with the
stakeholders, LVGEM (China) demonstrated the generosity in sharing of
results. We seek win-win outcomes with our customers, employees, partners,
shareholders, the government and the society as we believe the win-win
relationships enable the business sustainability of LVGEM!

We have prepared this report with reference to the ESG Reporting Guide issued
by The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). This
report summarises the efforts and achievements of the Company in respect of
environmental, social and governance during the period from 1 January 2016
to 31 December 2016. The scope of this report covers LVGEM (China) itself
and its subsidiaries.

LVGEM (China) has adopted a series of policies, plans and measures
during its design, construction and operation process to reduce harmful
emission and enhance energy utilisation efficiency, thereby minimising
its impacts to the environment and protecting the ecology and natural
resources.

The real estate projects of LVGEM (China) follow the concepts of
green design, and the green construction projects were conducted
pursuant to various documents, including “Technical Guidelines for
Green Building” and “Regulations of the Shenzhen Special Economic
Zone on the Energy Saving for Buildings”. In 2016, two projects of
LVGEM (China), namely LVGEM Mangrove Bay No. 1 and LVGEM
Meijing Plaza (4k&=35/&%), were awarded “Shenzhen Green
Building Design Certification” and attained the advanced level of the
“Green Building Appraisal Rules” of Shenzhen after being assessed
in terms of building energy saving rate, utilisation rate of traditional
water resources, green space ratio of residential areas and utilisation
rate of recycled building materials, etc.
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Environmental, Social and Governance Report
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LVGEM (China) has complied with the concept of cleaner
production during construction. The concept of cleaner production
was first proposed in 1990 by the Industry and Environment
Programme Activity Center under the United Nations Environment
Programme, it was defined as the continuous application of
an integrated preventive environmental strategy to production
processes and products so as to reduce the risks to humans and
the environment. Cleaner production adopted a series of methods
and measures that meet people’s needs, enable rational use
of natural resources and energy, and protect the environment.
It substantially represents the planning and management of
human production activities with minimal material and energy
consumption to reduce, recycle, harmlessly treat or eliminate
wastes during the production processes.

LVGEM (China) has adopted the principles of “reduction”, “reuse”,
“recycling” and “substitution” for its construction projects.
Efforts were made to promote water and electricity conservation
as well as minimal packaging with a view to reduce overuse of
packaging materials and generation of packaging wastes. It also
seeks to maximise the efficient utilisation of materials and reduce
construction wastes and strives to make the best use of materials.
On the basis of not compromising the standards of facilities
and services, materials will be employed for multiple or mutual
use as far as possible rather than single use. Materials that had
served their purposes will be recycled and turned into reusable
resources. It also actively adopts green construction materials and
use pollution-free or recycled materials as alternatives. Priority
will be given to materials that are harmless, toxicant-free, easily
decomposed or recyclable.

In order to minimise the impacts of the project construction on
the peripheral areas, such as water and soil erosion resulted
from runoff, in raining conditions, of surfaces stripped by
foundation excavation during construction, third party professional
consultants were engaged to formulate water and soil erosion
solutions for all LVGEM (China) construction projects. The water
and soil erosion in the peripheral areas can thus be mitigated
through certain water and soil conservation measures and
monitoring of various indicators, including remediation rate of
disturbed land and control rate of soil erosion.

LVGEM (China) has adopted a series of water and energy
conservation measures during its project operation to achieve
the objectives of enhancing energy utilisation efficiency and
saving energy. During 2016, the Group renovated the lighting and
water pumps within the communities where the projects under
their management located for energy-conserving purpose. After
renovating the lighting system, improvement was seen in terms of
energy saving rate, brightness and power. The energy saving rate
of the water pump station also saw a significant improvement after
carrying out energy-conserving renovation for the household water
pumps.

LVGEM (China) promoted the concept of paperless office and
adopted the Office Automation System for daily office use to
minimise the use of paper.
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Environmental, Social and Governance Report

Care for Staff

As at 31 December 2016, the Group had a staff roster of 1,494, of
which 1,471 employees were based in the Mainland China and 23
employees were based in the Hong Kong Special Administrative Region,
representing 98% and 2% of the staff roster, respectively. There are
938 male employees and 556 female employees, representing 63% and
37%, respectively.

2.1

Mainland
A

Hong Kong

A

Region Distribution

bl 451

Protect employees’ interests

The Group strictly complies with the relevant national and
local laws and regulations during the staff recruitment process.
Applicants’ non-job related individual characteristics, such as
nationality, ethnicity, gender, region, language and religion, will
not be considered as recruitment criteria. During the recruitment
process, LVGEM (China) observes the laws and systems, at the
same time showing respect to talents, their professions and
privacy. Meanwhile, LVGEM (China) provides strong protection
for minors that they will not be hired as the LVGEM (China)’s
employees.

Human resources manual

The Group has prepared a Human Resources Management
Manual (A JEREEF M) for its staff, which not only laid down
the standardised operation procedures for the human resources
management of LVGEM (China), but also served as a supervision
manual for the Group’s employees to monitor whether the Group
has provided legal protection for the interests of its employees.

Recruitment transparency

The recruitment process of the Group strictly complies with
the relevant national laws and regulations. In the event of job
openings, the Group will issue open recruitment posts, including
posting the position/title, qualification, job duties as well as
recruitment criteria on its recruitment websites. Once officially
hired, the Group will enter into formal employment contracts with
the applicants and strictly enforce the contractual terms in order
to clearly define and protect various interests of the employees
through contracts.
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HERERBRE

All current employees of the Group are offered salary and benefits
that conform to the national and local laws and regulations as well
as its own corporate requirements. In terms of employees’ salary
and benefits, the Group strictly implemented the position-based
salary system, under which salary will be determined based on job
nature and scope of work without discrimination against gender
and age. The remuneration policy also sets out the execution
procedures, so as to ensure fairness and impartiality.

The Group regards work performance as an important basis
for determining the salary or duties of the employees. LVGEM
(China) conducts periodic performance assessment on a
monthly, quarterly, semi-annual and annual basis with centralised
organisation, procedures and standards, and every employee
will participate in the performance assessment. The assessment
results will be an important basis for employees’ promotion.
Employees will have full right of knowledge during the assessment
process.

The Group strictly enforces Labour Contract Law and the
contractual terms. In 2016, the employees of the Group in the
PRC are fully secured with social insurance and housing fund.
The Group will not unilaterally terminate labour contracts without
cause and will strictly enforce the relevant national regulations in
the event of termination of contracts with its employees.

With an aim to strengthen the employee’s skill set and enhance
their competitiveness, the Group strives to develop career plans of
three to five years or an even longer period for every employee.

To allow the employees to grow with the company and establish
a long-term cooperative relationship, LVGEM (China) devoted
considerable efforts to develop career plan for its employees and
will start to develop comprehensive career plan and development
channel for new employees for the next three to five years upon
their joining of the company. We will also provide targeted nurture
and training programs to the fresh graduates who are new to the
Group.

In order to help the employees improve their abilities in relation to
their profession, management and communication, the Group has
established a comprehensive training system for its employees.
The trainings for new employees, elites and managers, MBA
and EMBA cover extensive training courses and systems for all
professions and ranks. A total of 3,767 trainings were launched
during the year and the number of trainings attended per capita
was 1.64, while the total training hours reached 110,342 hours.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2016
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Cadres quality assessment for mid-level and senior employees /B8 T

With a view to help the employees better understand their current REPEIFHNREE SNERENR
management ability, the Group carries out assessment on the ability o AEEHPSEETHETE 77 % =z A
and quality of the mid-level and senior employees and draws up o WHERFERELHEHENRSER

a report that gives targeted recommendations on what they can WE - EHBPEIAZXEEN BN
improve according to the assessment results. The assessment BB E A Ei TTiEE’]EﬂZ*ﬂH °

enables the employees to make comprehensive improvement and
enhancement on various aspects, including professional ability,
management ability, personality and emotional quotient.

2.3  Harmonious labour relationship 2.3 FIELLERIEZ
LVGEM (China) placed emphasis on understanding the needs SIEBME THRK - OB TR - /B8
of its employees. Efforts were made to take care of their mental IJFjj FEREAETHEOMEE » THE
wellness, alleviate their stress, actively resolve their concerns BETHTHATE  BBEAZSAL
and continuously enrich their cultural life after work. Through /\Fﬁ$é\ﬂﬂ€§EIZF%’J/§ﬁ BHaTH
the use of office automation sharing platforms, LVGEM (China) WEE BB B HEREEE R
has enhanced the communication among the employees and Eﬂ?’éﬁ’\]%ﬂ%‘?ﬁﬂl AEBTHERE T AR
improved their satisfaction and sense of belonging, which &  BEREEREE  SEREBERLENS
has helped to create a positive and harmonious atmosphere A c —F— 4 AEBYETETT
throughout the organisation. The Group regularly held birthday SEEHS  BELRERE T ELREE

parties, local and overseas tours, various sports competitions and
festive celebration for employees. In 2016, the Group conducted
an employee satisfaction survey and the survey results indicated
that the average satisfaction of employees was 90.4 points.

590.4%

- N n“ﬁg N‘

*&v}’r‘t . ﬁ# ﬂ !

Birthday party for employees Outward bound training
BI4XH® FOMRRIER

Singapore Tour Outdoor Hiking Trip
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LVGEM (China) places the highest priority on securing health and
safety of all our employees. We endeavor to protect them from
work-related accidents or occupational hazards and the Group
pledges full compliance with the relevant occupational health and
safety laws and regulations of Hong Kong, the PRC and Mainland
China.

LVGEM (China) provides insurance covering medical treatments
and accidents to eligible employees. We also organises staff tours
and medical examination regularly every year, as well as hosts
various cultural and sport activities that help to promote their
physical and mental wellness, trying to take care of the needs
of our employees in every aspect and bringing them warmth
of the LVGEM (China) family. In order to avoid work-related
accidents and ensure that all employees work in a safe manner,
we formulated the “Working Guidelines for Safe Construction
and Management (Z2XHELEETERS])” and “Working
Guidelines for Handling Construction Safety Issues (L2 L%
2 EHRIE TYEHE5])” based on different working conditions and
needs of various business. These guidelines stipulate clearly the
safety procedures as well as emergency plans. The Group has
also formulated the safe production management assessment
indicators to review such policies and guidelines periodically, so
as to better protect the production, work and personal safety of
our employees.

The construction projects of LVGEM (China) adhere to
the approach of “Focus on prevention while ensuring on-
site compliance, observance by all staff members and safe
development” and adopt the main theme of “Implement
Regulations, Define Responsibilities, Improve Systems, Pursue
Basic Standards, Strictly Comply”. The main focuses of its work
include further strengthen corporate responsibility, vigorously
promote standardised procedures for safe production, exercise
more stringent process control at all levels, as well as further
strengthen inspection and rectification of hidden hazards.
By orderly pushing forward various tasks in relation to safe
production, the Company has successfully achieved its safe
production and management objectives in 2016.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2016
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Name of indicator

RRER

Casualty or fatal accidents
involving severe injury or above

BERRALAGBTER

Fire accidents involving loss of
over RMB300,000 or above
ARBI0BA LBENSFH

Incidents causing material
negative impact

BERAETENEMN

Rate of employment with certificate
for special operations

BRAEXARSELEE

Sign-up rate of the statement of
responsibilities for safety target
L2 BREAERTE

Environmental, Social and Governance Report
RIE - HERERERS

Annual target  Achievement Implementation of safe production responsibilities and objectives
FERE TRER RREEEEARER
0 0 Implement regulations  Implementation of national, local and the Group’s safety
regulations and systems
B% ERBERRMNS  SER2ERGE
0 0 Define responsibilities ~ Clearly define the safety responsibilities of all staff members
and implement a safety performance evaluation system
HE PRZERERE  BTR2ENER
0 0 Improve systems Improve the 3-tier safe production and management

system as well as operation system comprising the Group,
its branches and the project department

s B2EE  HRF  ERB-BRLPEEERHE
BT
100% 100% Pursue basic Hold on to the basic standards of safe production and
standards management, and establish the right to veto for safe

production matters, which will confer on the safety
management staff the right to organise lockout and report
to high levels by bypassing his immediate leadership
IR BRRIEEERESR  EORRAE-REORE
BYZ2ERABEIRE MR CiE

100% 100% Strictly comply Strictly implement the safe production regulations and
severely punish those who are responsible for committing
acts involving irregularities and non-compliance

&7 BRZ2EERE RERIEZEREMA
In 2016, LVGEM (China) organised a number of works in respect ZE AT HZE(PBEHABFR—RI%T
of inspection and rectification of hidden safety hazards to inspect 2EBEHEREIE  ERENZHERE -
and rectify different kinds of hidden hazard. Meanwhile, based on FE - RIBEEERRAKAZMBESERER
the risk profile of the hidden hazards and the condition of on-site HTEERKERS  SHEBEREMNEM T
management, the Company will issue “Safe Production Warning B(RPAEEERBMNE)  RABELETRE
Notice” to those units with high construction and production risks REWRZT EREBEINEUAER -

and serious hidden hazards that may result in accidents. These
control measures have effectively facilitated and ensured the
rectification of hidden hazards that may result in accidents.

Inspection and rectification of hidden safety hazards ZEREHERE

Tasks Number
AE gE
Safety inspection RZERE 192 times X
Special inspection HIERE 90 times X
Hidden hazards inspection EERS 2,820 times X
Rectification rate of serious hidden hazards EABEENEK 100%
Rectification rate of general hidden hazards —RE RN 98.50%

BE(PEDBERERRLA
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The Audit Supervision Center of the Group is fully responsible
for the implementation of internal audit supervision. The Internal
Audit Management System (REPEE&HEIZHIE) clearly stipulates
that the Internal Audit Department shall report its work to the
Board and its person in charge shall be a director appointed by
the Board, which ensures the organisation structure, staffing
and independency of work of the Audit Supervision Department.
Pursuant to the Annual Audit Plan, the Audit Supervision Centre
expresses its audit opinions on the soundness, effectiveness and
compliance of the internal control of the Company through daily
audit supervision and special review. Rectification plan will be
proposed for identified problems and the implementation thereof
will be reviewed regularly. For problems and internal control
deficiencies identified during the audit, the centre will report
to the management based on the nature of deficiencies on an
ad hoc basis. Internal audit enables companies to standardise
their operation and management and improves the sense of self-
discipline of management at all levels and hence voluntarily
subject themselves to supervision.

The Group continued to refine our anti-corruption system by
issuing the Requirements on Complaint and Whistle-blowing
Management (52%f - IREFEIEMRTE). With convenient reporting
channels in place, we have formed a whistle-blowing supervision
network that covers our employees, cooperative partners and
clients. Specific investigation will be conducted on reports made
in real names and anonymous reports with reliable sources. Any
confirmed non-compliance or illegal conducts will be dealt with
publicly and seriously, so that no employee “dares” to corrupt.
We continued to build up our internal control system to mitigate
risks, plug management loopholes and reduce or even eliminate
chances of corruption whereby no employee “can” corrupt. We
also advocated a corporate culture of integrity and justness and
cultivated a healthy life attitude for our employees, as a result, no
employee “wants” to corrupt.

LVGEM (China) has established an internal control system that
is relatively comprehensive and effective. The system focused on
five key elements, namely environment control, risk assessment,
activity control, information and communication as well as internal
supervision, with a view to improve the Company’s internal control
foundation, set a clear direction for internal control, implement
internal control measures, improve communication of information
and strengthen internal supervision. All of these have provided
supports for the Company in improving its operation efficiency and
implementing its development strategy.

In 2016, with the formulation of All-rounded Risk Management
Measures (ZHERREIEHHE), Evaluation and Management
Measures of Internal Control (REMZEHIFHEEIRHEE) and Risk
Control Matrix (E\f&$5H|4EF#E), we have gradually established a
self-evaluation system that covers all business function centres of
the headquarter and all subsidiaries. We arranged these centres
and subsidiaries to conduct systematic self-evaluation on the
design and implementation of internal control on a continuous
basis and facilitated the sound development of the internal control
system through regular internal control review.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2016
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We actively advanced our internal control management. Our efforts
in this aspect include continuously strengthen and improve the
internal control management mechanism, facilitate the Company’s
management over the establishment of key internal points of
control in every aspect, optimise the management procedures
of the Company and improve risk management and control
mechanism, which has provided reasonable assurance for legality
and compliance of the Company’s operation and management,
its asset security, as well as the accuracy and completeness of its
financial report and related information.

LVGEM (China) puts the concept of design improvement into
practice. In 2016, on the basis that safety has been ensured
and after taking into account of the actual condition on-site,
LVGEM (China) eventually selected the most appropriate proposal
through a series of comparison of and improvement on the design
proposals of foundation pit support for LVGEM Meijing Plaza
Project.

In order to enhance the quality of every project, in addition to the
self-inspection conducted by the responsible departments of each
project, the Company also arranged unannounced inspection on
an ad hoc basis. It is essential for the quality check to cover the
whole construction process. Quality check will be conducted from
process to process, so that problems discovered can be rectified
immediately and hidden quality hazards can be eliminated before
moving on to the next stage.

By regularly concluding the experience gained from the
construction of completed residential projects, and reviewing
sub-projects that may easily come across various kinds of quality
issues, LVGEM (China) has established a set of construction
technique standards based on the construction techniques of
these sub-projects, with a view to satisfy the requirements for good
qualities in terms of safety, sturdiness, durability and applicability.

Adhering to the concept of pursuing excellence, LVGEM (China)
conducted inspection on raw materials by strictly following the
requirements of Working Guidelines for Material/Equipment
Acceptance and Inspection (M#l/:2#E%UTIEHS]). The
Project Department maintains 100% inspection coverage. The
unqualified materials will be pulled out pursuant to relevant rules.
On top of the inspections conducted by the project departments,
the Group also conducted sampling inspections with a focus on
wires and cables, waterproof materials, etc. The passing rate was
100%, guaranteeing that the all indicators of on-site materials had
satisfied the relevant requirements.
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BB

4.5

Customer Satisfaction

The residential projects of LVGEM (China) advocated the idea of
occupancy “without defects”. In 2016, LVGEM Hongwan Project
successfully completed the occupancy and handover procedures
with the owners of 674 units and the satisfaction level in terms of
occupancy and acceptance was as high as 99.1%.

5. Management of Supply Chain

5.1

5.2

Platform for supply chain management

LVGEM (China) followed the dual approach of accumulation and
exploration for our supplier management. Upholding the belief of
mutual development with suppliers, we continuously enhanced
the management methods for our supply chain platform. The
Professional Mingyuan Tender Management System (S %8R
HIREREH) was adopted to set up a categorised database of
collaborating suppliers and store the latest information, files and
cooperation history of the suppliers. We have set up a terminal
on the website of Mingyuan Tender Management System for
suppliers to easily understand our purchase demand and for them
to make registration and log in. Meanwhile, we will make new
entry and record of qualified pre-approved suppliers through the
platform and update the information regularly.

Supply chain extension and absorption model

LVGEM (China) strived to provide a fair business environment
for suppliers by minimising the information asymmetry between
us and them. Firstly, we incorporated the big data techniques
with the cloud purchasing platform to conduct regular and
special recruitment for potential suppliers across the society.
Through the cloud purchasing platform and tender management
system, a pyramidal management model was formed in the order
of potential supplier—pre-approved supplier—qualified pre-
approved supplier—collaborating suppliers. Secondly, by joining
the Shenzhen Real Estate Purchase Alliance Organisation (&3I4
EFREEH BB 48 4%), we established a supplier-sharing mechanism
with our industrial peers and executed credit-sharing agreements
to attract their outstanding suppliers.

Inspection by actual measurements
BEHEERE

28 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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LVGEM (China) evaluates the performance of collaborating
suppliers regularly and gives them an overall score on a quarterly
basis in terms of quality, collaboration, costs, etc., to demonstrate
their service standard, while making our best efforts to align
the service philosophy of suppliers with the orientations of our
shareholders’ interests and social interests.

LVGEM (China) actively responded to all the energy conservation
and environmental protection requirements or recommendations
of the government in relation to the real estate construction sector,
such as installing solar-powered water-heating equipment on
the roof of certain projects, applying for special governmental
allowance for energy-conservation projects jointly with suppliers to
construct charging piles in underground carparks, and engaging
professional energy conservation companies to optimise the
energy conservation measures for some projects.

LVGEM (China) has over 220 qualified recorded suppliers in our
headquarter supplier management system, including construction
enterprises in the field of architecture, landscaping, greening, fire-
fighting, air-conditioning, intelligent construction and decoration,
as well as equipment suppliers and service enterprises in the
field of supervision, surveying, design, marketing and advertising,
and consultation. Many of these suppliers are distinguished
international and local companies. For the business development
of overseas branches, we also placed emphasis on attracting local
suppliers to reduce costs and promote localisation of relevant
businesses, striving to contribute to the development of local
community with our best endeavors.

LVGEM (China) embraces the principle of “openness, justice
and fairness” during the tendering process, and takes into
comprehensive consideration the construction quality, supply
capability, safety, management standards, etc. of suppliers. We
used the tender purchasing system to conduct reviews on tender
documents and shortlisted units at different levels and monitor
the procedures carried out by our purchasing staff. We also
used the contract management system to counter-sign the terms
of the purchasing contracts with staff from legal, financial and
engineering departments. Reviews will be conducted at different
levels to ensure consistency between the contracts and the tender
requirements. Meanwhile, the purchasing staff and the Company
have entered into integrity agreements to standardise and specify
the relevant responsibilities.
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LVGEM (China) continuously refine our tender and purchasing
system to support green construction of the industry. For example,
we could minimise pollution to the society and environment
and save energy by conducting major purchases in a strategic
and centralised manner. We also initiate green interaction with
our peer developers to carry out strategic purchases together
and expand the scale of centralised purchasing. Moreover, we
set strict requirements on areas, such as noise index of the
equipment for environmental protection and environmental
protection certifications for key decoration materials, to make sure
our suppliers provide green and healthy products.

With increasing achievements and responsibilities, LVGEM (China) as
an enterprise citizen, adheres to the business philosophy of servicing
the public, valuing people’s livelihood, appreciating the society and
contributing to the society, and makes earnest efforts to participate
in various charities to offer projects benefiting the public and services
convenient for the public. Over the years, the Company has participated
in certain programs for public good, including infrastructure construction,
environmental protection, public health, disaster relief and student
scholarship.

LVGEM (China) is always very supportive to village construction
and improvement of village infrastructures and education
facilities. In November 2016, the Group made donation to
Dongguan Zhangmutou Education Foundation to help developing
education in Zhangmutou. Meanwhile, it also made donation
to LVGEM Charity Foundation and the proceeds were used for
helping the Villager Committee of Baihu Village, Wulipu Town,
Shayang County, Jingmen City, Hubei Province (#it&#IF9mH
DEBZREHEARNINREZE®) for the construction of road
hardening project, with a view to help alleviate Baihu village from
poverty and promote modernisation of the rural areas, which will
in turn help to address the significant lagging in the progress of
rural infrastructure development. Part of the proceeds was also
utilised to support the social and economic development of the
towns and villages in Maoming Old District (f£%& &), aiming to
expedite the progress of poverty alleviation in towns and villages
of remote old districts so as to help them transform from poverty
to prosperity as soon as possible. The Group also made donation
to Huazhou Charity Foundation ({b}NTZEZE) to support the
education enhancement work of Dapo Jufan School of Yangmei
Town, Huazhou ({LINTIHIEE A EEZE4R). The donation
was applied towards renovating the campus and constructing
infrastructures such as teaching buildings, student dormitories,
plastic running tracks, etc. Donation was also made to sponsor the
May Fourth Variety Show of The First Middle School of Huazhou
City ({eM—*hR), with an aim to enrich the cultural elements in
school lives and contribute to village construction by doing our
part.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2016
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Community Responsibility

LVGEM Club (4k1&2) is a customer fellowship organisation
established by the Company. The Club adheres to the tenet
of “Happy LVGEM, Life-time Friend” (¥f@4k= » —4~&#D),
devotes itself to building a harmonious neighborhood relationship,
and creates a harmonious and warm neighborhood relationship
and community life. Over the last year, LVGEM Club continuously
held the Neighborhood Festival (#82£%f) of LVGEM Club named
“Good Neighbor of China” (FRE#F#58/E), and carried out
certain interactive activities such as “LVGEM Community Photo
Competition” ((x=ttEEFAE), “Amusement Games” (&
RiEH)E), “Star & Culinary Competition” (2ZEFZARE), and
“Community Art Show” (fL[& X Z[&)%), with a hope to improve
the indifferent neighborhood relationship, carry forward the value
of mutual support and assistance, and establish the community
culture. Being the first real estate developer in the city initiating
the Neighborhood Festival and based in Shenzhen, which is well-
known as a young city of migration, LVGEM (China) focused
on the general phenomenon of “no playmate for children, no
partner for the elderly and no help from the neighborhood” in
the fast-paced city life. With the spirit to devote itself to serve the
community, LVGEM (China), together with various communities
developed by the Company, guided people to trace back the long
lost memories of neighborhood, where people share wisdoms in
life with laughter, understand the true meaning of happiness and
have stronger sense of belongings to the city. The Group held the
Third Neighborhood Festival named “Good Neighbor of China”
and the 12th Community Art Show in 2016. Under the theme of
“Cheerful Neighborhood and Daily Life” (242482 = F 4 /&) for
the year, the show demonstrated brilliant and diverse culture and
care of LVGEM communities for nearly 1,000 landlords and guests
through the Launch of Smart Service Platform for residential
projects developed by the Group, Community Art Show and lucky
draw, etc.

Solo performance of dizi in “Good Neighbor of China”,
the Third Neighborhood Festival
FEFHEE = A RS FER
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Peking opera performance in “Good Neighbor of China”,
the Third Neighborhood Festival
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RIR - HERERHRE

6.3

Environmental Responsihility

LVGEM (China) has actively participated in ecological protection,
and financed the environmental protection and public welfare
organisations over the years. During 2016, the Group has donated
to Beijing Entrepreneur Environmental Protection Fund (1t
EFIRRESE), sponsoring Alxa Society of Entrepreneur &
Ecology (SEE) for the improvement and restoration of ecological
environment at Alxa of Inner Mongolia, for the mitigation or
containment of the occurrence of dust storm, and for the
promotion of China entrepreneurs to shoulder more social
responsibilities. The Group has cooperated with Shenzhen
Mangrove Wetlands Conservation Foundation on a number of
occasions to help protect the endangered mangrove forests
with joint efforts. In 2016, the Company donated to LVGEM
Charity Foundation for helping Shenzhen Mangrove Wetlands
Conservation Foundation to organise the “Expect ® Goodbye
LVGEM Migrant Bird Parent-Child Carnival (Hif3 « B RAF SRS
BT FEE)", which was held in Futian Mangrove Ecological
Park. By doing so, we aim to support the implementation of
series of popular science education activities, both out of an
understanding and respect for the way of nature, and also of
LVGEM (China) always standing at a corporate citizen standpoint,
upholding a corporate culture to actively participate in social
welfare and charitable activities.
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Biographical Details of Directors and Senior Management

Executive Directors

Ms. HUANG Jingshu, aged 29, is an Executive Director and Chairman of
the Company and is responsible for the overall business development of
the Company. From August 2012 to July 2013, Ms. HUANG served in the
Guangzhou branch of Deloitte Touche Tohmatsu (Special General Partnership)
and her last position was analyst of Corporate Risk Management Service
Division, where she was primarily responsible for providing professional
services to the clients. Since November 2010, Ms. HUANG started serving in
Shenzhen LVGEM Entity Management Group Co., Ltd. CRYIT4x s ¥EEE
EEBRA7F]) and her position was the vice general manager of the investment
management department and was responsible for corporate development and
planning matters. Ms. HUANG obtained her Bachelor of Arts with Honours
degree in Accounting and Finance from University of Exeter in the United
Kingdom in July 2010, and her Master of Science degree in Accounting and
Finance in November 2011. Ms. HUANG was appointed as an executive
director and the chairman of the Company on 15 May 2014 and 5 June
2014 respectively. Ms. HUANG is the daughter of Mr. WONG Hong King, the
controlling shareholder of the Company and the sister of Mr. HUANG Hao
Yuan, an executive director of the Company.

Mr. TANG Shouchun, aged 54, is an Executive Director and Chief Executive
Officer of the Company and is responsible for corporate investment and
finance matters of the Company. Mr. TANG was appointed as vice president
of Shenzhen LVGEM Entity Management Group Co., Ltd. OFRYIT4c s XS
EEEBRRAF]) in October 2015 and operations director of the Company in
February 2016. Prior to joining Shenzhen LVGEM Entity Management Group
Co., Ltd. (RYIMEE=EEEEEE AR AF]), Mr. TANG has been the deputy
general manager of Yue Xiu Enterprises (Holdings) Limited and executive
director of Yuexiu Property Company Limited (a company listed on the Stock
Exchange). Mr. TANG studied business administration in Nanjing Agricultural
University in his early years and obtained a doctor degree. After graduating,
he has been vice professor in university, senior management in Guangdong
and Guangzhou large state-owned enterprises (including Hong Kong listed
companies) and was responsible for finance, capital operation, legal, audit,
strategic and operation management matters. Mr. TANG is a vice professor,
senior accountant, senior economist and registered asset appraiser in China.
Mr. TANG was appointed as an executive director and chief executive officer of
the Company on 31 March 2016.

Mr. YE Xingan, aged 53, is an Executive Director of the Company and is
responsible for the overall project development and management of the
Company. He joined Shenzhen LVGEM Entity Management Group Co., Ltd. (&
JIMGFECEETEEBARAR) in March 2007 and served as the executive
vice president and was responsible for its overall operation management. Prior to
joining the Company, from March 1993 to August 2002, Mr. YE served various
positions in BEMNZERMHBRZAR] (China Vanke Co., Ltd.*), a company
primarily engaged in real estate development. From August 2002 to March 2005,
Mr. YE served as a director and general manager of Chengdu Xinyi Investment
Industry Co., Ltd. (KEPLMEREBZEBRAR]) and was primarily responsible
for overall management. From March 2005 to March 2007, Mr. YE served
as a director and general manager of Shenzhen Xinyi Real Estate Investment
Development Co., Ltd. (RIITILMEF HER A R AR A R]) and was primarily
responsible for its overall management. Mr. YE obtained his associate degree
in accounting from Jiangxi College of Finance and Economics (T 78844 £265,
now known as Jiangxi University of Finance and Economics (T FEEIAEAER)) in
the PRC in June 1986, and he studied courses of master's degree in business
administration at International Business Administration School of University of
International Business and Economics (¥14ME7E 5 KL TSR 205 in
the PRC from September 2000 to September 2001. Mr. YE was appointed as an
executive director of the Company on 15 May 2014.

* For identification purposes only {£ 5]
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Biographical Details of Directors and Senior Management

EENEREEAEBZBE

Ms. DENG Chengying, aged 56, is an Executive Director of the Company and is
responsible for the overall finance and taxation management, internal control
and compliance management of the Company. Since July 2007, Ms. DENG
started serving in Shenzhen LVGEM Entity Management Group Co., Ltd. 03I
gEEEEEBAMRAT). She served as an audit director and responsible
for the overall audit, tax planning, risk control and compliance matters. Prior to
joining the Company, from 1993 to 2013, Ms. DENG assumed various positions
including accounting director and chief financial officer in Shenzhen Xinzhou
Industry Co., Ltd. CRINTFIMEZERMHBRRZAF]), a company primarily
engaged in real estate development and property lease management, and
was responsible for accounting and finance matters. Ms. DENG obtained her
specialty graduation certificate in industrial accounting (L% 5t) from Hunan
Radio and TV University C#rEIEEHRAZ) in the PRC in July 1986 and
studied specialty courses of master's degree in business administration in the
Research Institute of Tsinghua University in Shenzhen GRIIEIE A 2 55br 55
S50 in the PRC in December 2002. Ms. DENG obtained her intermediate
accounting professional qualifications of the People’s Republic of China (FFEE A
REMBAPH ST HERITEREE) in May 2002. Ms. DENG was appointed
as an executive director of the Company on 15 May 2014.

Mr. HUANG Hao Yuan, aged 26, is an Executive Director of the Company and
is responsible for business branding and investment property management
of the Company. Mr. HUANG joined Shenzhen LVGEM Entity Management
Group Co., Ltd. (RYITESEEELEBAMRAR]) in 2014, and served as
the deputy general manager of the Investment and Development Centre and
was responsible for formulating its strategic development and investment plans,
as well as responsible for project execution and the evaluation of potential
projects. From August 2016 to February 2017, Mr. HUANG served as a senior
investment manager of BEEEEEBR QA (Boshuang Assets Management
Co., Ltd.*) and was responsible for project development and evaluation and
monitoring of investments. Mr. HUANG possesses 3 years’ working experience
in the real estate industry in China. Mr. HUANG was appointed as an executive
director of the Company on 21 February 2017. Mr. HUANG is the son of Mr.
WONG Hong King, the controlling shareholder of the Company and the younger
brother of Ms. HUANG Jingshu, an executive director and chairman of the
Company.

Independent Non-Executive Directors

Mr. ZHU Jiusheng, aged 48, is an Independent Non-Executive Director of
the Company and is responsible for providing independent judgement and
scrutinising the performance of the Company. Before joining the Company,
from July 1993 to May 2012, Mr. ZHU held various positions in the Shenzhen
branch of China Construction Bank Corporation (% B2 & $R1TAX1D B R A 7%
T 5317), the shares of which are listed on the Stock Exchange and Shanghai
Stock Exchange with a stock code of 939 and 601939 respectively, and the last
position he held was vice president of the Shenzhen branch. Mr. ZHU currently
serves as a director of Shenzhen Kondarl (Group) Co., Ltd. CFIIITH EiER (£
B)PAMRAT]) (a company listed on the Shenzhen Stock Exchange with
a stock code of 000048) and as a non-executive director of Huishang Bank
Corporation Limited (BFRITAXHBMRAR]) (a company listed on the Stock
Exchange with a stock code of 3698), respectively. Mr. ZHU was resigned
as the Group Senior Vice President of BRIMZERMNER /AR (China Vanke
Co., Ltd.*) on 31 December 2015. Mr. ZHU obtained his master's degree in
economics from Zhongnan University of Economics ((FREGEFAEALE), now
known as Zhongnan University of Economics and Law (1 @81 & BOR A ER)) in
the PRC in June 1993, and his doctorate degree in economics from Zhongnan
University of Economics and Law (1 B BA &S BUE K ZR) in the PRC in December
2003. Mr. ZHU was appointed as an independent non-executive director of the
Company on 15 May 2014.

*

For identification purposes only {£{#: 5
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Biographical Details of Directors and Senior Management

Mr. WANG Jing, aged 49, is an Independent Non-Executive Director of the
Company and is responsible for providing independent judgement and
scrutinising the performance of the Company. Mr. WANG currently serves as an
independent director of Better-Life Commercial Chain Share Co., Ltd. (F# =&
B AR A R]) (a company listed on the Shenzhen Stock Exchange with
a stock code of 002251) and as the chairman of the board of directors of Land
Vision (Shanghai) Investment Management Co., Ltd. (FLMES ( L/8)REEIE
BBRAF)), a professional service provider in commercial property industry, and
is responsible for its overall management. Mr. WANG obtained his Bachelor
of Engineering Degree from Heilongjiang Business School (BFE/IEEET) in
the PRC in July 1990, and his master’s degree in business administration from
University of International Business and Economics (¥5MN&EE 5 AE2) in the
PRC in July 1997. Mr. WANG was appointed as an independent non-executive
director of the Company on 15 May 2014.

Ms. HU Gin Ing, aged 58, is an Independent Non-Executive Director of the Company
and is responsible for providing independent judgement and scrutinising the
performance of the Company. Ms. HU has over 22 years of experience in accounting
and finance. Before joining the Company, from August 2013 to October 2014, Ms.
HU served as a non-executive director of, SMI Culture & Travel Group Holdings
Limited (formerly known as SMI Culture Group Holdings Limited (£33t & @z
f&EBRAE]) a company listed on the Stock Exchange with a stock code of 2366).
Since May 2014, Ms. HU has been serving as the global chief finance officer of Acer
Incorporated (Z=E%12 AR A F]), a company listed on the Taiwan Stock Exchange
with a stock code of 2353. She serves as an independent non-executive director
of Carnival Group International Holdings Limited (ZaFZERBEIEIRAR AR,
Enterprise Development Holdings Limited ({BEIEAZ AR /AF]) and United Pacific
Industries Limited (B ATZBR A7), all of which are companies listed on the
Stock Exchange with a stock code of 996, 1808, and 176 respectively. Ms. HU also
served as an independent director of Arich Enterprise Co. Ltd. (AMATRERHBIR
2\)) (a company listed on the GreTai Securities Market in Taiwan with a stock code
of 4173) from December 2012 to June 2015. Ms. HU obtained her Bachelor of Arts
degree from National Taiwan University in June 1981, her Master of Science degree
of science from Barry University in the United States of America in May 1988 and her
Master of Business Administration degree from Florida International University in the
United States of America in August 1990. Ms. HU was appointed as an independent
non-executive director of the Company on 15 May 2014.

Senior Management

Ms. HU Yong, aged 54, is the vice president of the Group and is responsible for its
financing. Prior to joining the Group in January 2005, from July 2003 to December
2004, Ms. HU served as the assistant to general manager in China Jiantou
Commerce & Trading Co., Ltd. (FEREZEHRAF]) and was responsible for
finance duties. From January 1987 to January 2001, she served in various positions
in Shenzhen Petrochemical Chemical Co., Ltd. (RYIG{E(L TAEBR A 7)), including
general manager from July 1996 to January 2001. She was responsible for financial
and accounting matters. Ms. HU obtained her associate degree in accounting
from Shenzhen University CRYIIAER) in July 1989, and studied strategic financing
management courses in the Research Institute of Tsinghua University in Shenzhen
CRYITBEEERZHFTR) in the PRC in April 2008.

Mr. REN Honghing, aged 49, is the vice president of the Group and is responsible
for the project construction and development. Mr. REN joined the Group in March
2001. He had served various positions including the vice general manager and
general manager of Zhuhai LVGEM Real Estate Development Co., Ltd. GR/84k =5~
M EERIEE AR /A F]) and was responsible for project development. Prior to joining
us, Mr. REN served as various positions in Shenzhen Huatai Enterprises Company
OFYIIEEZRZE A F]) and was responsible for technology and engineering matters.
Mr. REN obtained his bachelor’s degree in industrial and civil buildings (T 2££2R
FA#228) from Yangzhou Construction Engineering Institute (#5125 TI2E4%)
in the PRC in July 1988, and his Master of Business Administration degree from
University of Wales in January 2012.

EENEREEAEZBE

EHEE  RFA - ARFBULIFNTESE - BEREH
BIYHABRARARB 2RE - TEERBEESIEH
FEHBRMARAR(—RNRIESFZBM ET 2 AT
(BRI - 002251 ) B EERAUMER(LIB)REE
BERAR(AMETEZEERBHRER)ESK - &
BHEREE - TEAR-NANTFLARGSTEERT
PR TRELEM YR —ANEFEARGHEEI
KEESRBIHERBLEN - R-T—NFHA+TH
B FARARZEALRRBILIFNTES -

HmE Lt - RFL85, - ANAIBUIFHTEE - BRIE
MBI HIE AR AR 2RI c iR TR KB
EEE T ZFLH - RIMARARA - RZTE—=FN
AEZZT—NF+ A » BT EEEEEREEEIER
ERAF(AIEEEULERBERBRAR)  —HREBR
FrEmz AR (R RSE : 2366) 2 FFRITES - BT —
MERAR AT EEREROBRAR(—HEREEE
HER G M W2 ARG« 2353)) BB B K  #
EEFERBERARQARG AN  996) « ©REE
RBR A B (DS« 1808) kit A TEAMR AR (RMH T
5% 0 176) (AR M LM 2 AR BILIENITES © #
ZERRZE——F+ AT —AFNAETAKD
EBROBRAR(—HRBEBRFEREEEHR O LW 2R
(R REE : 4173)BUES » TR — L N\—FXAR
BRAEBABYELEG  R—NAN\N\ERARBER
Barry University B2 20 kR —NANZTFN\ARIGEE
B Florida International University TEIBAETE7 o R
T-NFRATHA @ A TEEEAEAREEILIENTT
I

BREEAR

WExzt - HESAR - AEEZEEH - AEVBRE -
REZZERF-ANMAREER R-_TZE=FLAE_
ZTME+ A WRETEETREREARATLIEE
KR AEFMBRE R NANEF-AZEZTT—F—
A BEERYIGETARARE TR - BFER—1
NAFLAZ-ZT-F - AECTERKE  AEUHLEE
FEE LR AN NFEARSRYIRESHEE
ERE YR _ZTT/\FOABETRRINEERERT
PreRRs R E EERIE -

FALESE - BFA95% - ASBEZFBE - BEEEER
BRE - ARANR_ST—FE=-FIMAKRER - LEBET
RESSEHERBARARACIERAKIESZ AR
fi » BEBEEME - RIMARFIR - ERERFIESRD
ERNRETZERMN  AERMERTIRER - TA4ER—
NNELARSBTRBNEETRERTXERARESE
B8 YR —F-ANGBREHEBLAREIR
EEBLTENL -

BE(PEDBERERRLA
AN

35



Directors’ Report

EEEWRE

The directors of the Company (the “Directors”) have pleasure in presenting
their report together with the audited consolidated financial statements for the
year ended 31 December 2016.

A review of the business of the Group during the year under review and a
discussion on the Group's future business development, possible risks and
uncertainties that the Group may be facing and important events affecting the
Company occurred during the year ended 31 December 2016 are provided in
the section headed “Chairman’s Statement” on pages 4 to 5 and the section
headed “Management Discussion and Analysis” on pages 6 to 18 of this annual
report.

An analysis of the Group’s performance during the year ended 31 December
2016 using financial performance indicators is provided in the section headed
“Management Discussion and Analysis” on pages 6 to 18 of this annual report.

Principal Activities

The Group is principally engaged in property development and property
investment businesses in the PRC.

Results and Dividend

The results of the Group for the year ended 31 December 2016 and the state
of affairs of the Group at that date are set out in the consolidated financial
statements on pages 65 to 157.

The Board has recommended the payment of a final dividend of HK5 cents
(equivalent to approximately RMB4.5 cents) per ordinary share for the year
ended 31 December 2016.

Share Capital

There were no changes in the number of the issued shares during the year
ended 31 December 2016. Details of the Company’s share capital are set out in
note 31 to the consolidated financial statements.

Reserves

Details of the movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity.

Distributable Reserves

Pursuant to the applicable statutory provisions of the Cayman Islands, the
Company’s reserves available for distribution as at 31 December 2016,
amounted to approximately RMB231.00 million (2015: RMB40.19 million), of
which approximately RMB211.21 million has been proposed as final dividend
for the year.
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Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the Group are
set out in note 14 to the consolidated financial statements.

Principal Properties

Details of the principal properties for investment purposes and properties under
development for sale are set out on pages 159 to 164.

Pre-Emptive Rights

There is no provision 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.

Tax Relief

The Company is not aware of any relief from taxation available to shareholders
by reason of their holding of the Company’s shares.

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 158.

Purchase, Sale or Redemption of the Company’s Listed
Securities

On 29 August 2016, Zhengxinglong was approved by the China Securities
Regulatory Commission to issue non-public domestic corporate bond of
RMB2,600,000,000 (the “PRC Domestic Corporate Bond”) to qualified
investors in the PRC, with fixed interest rate of 6.5% per annum, with tenure
of five years. The PRC Domestic Corporate Bond is listed on the Shenzhen
Stock Exchange. The purpose of the issuance of such bond was to replenish
the Group’s general liquidity, so as to provide additional general working capital
resources to support the development of the Group.

On 6 November 2016 and 8 November 2016, the Company entered into a
subscription agreement and a supplemental agreement with Chance Talent
Management Limited for the issue of US$100 million convertible bonds (the
“Convertible Bonds”), which bear interest at 5.5% per annum and due in 2018.
The issue was made for the Company to raise fund. Pursuant to the terms
of the Convertible Bonds, the holder of the Convertible Bonds can convert
the Convertible Bonds into shares of the Company at the conversion price of
HK$2.76 per share. Assuming full conversion of the Convertible Bonds, the
Convertible Bonds will be convertible into 281,159,420 new ordinary shares of
the Company (“Conversion Shares”). The Conversion Shares have a nominal
value of HK$2.8 million and a market value of approximately HK$685.1 million
based on the closing price of the shares of HK$2.44 on 4 November 2016, the
last trading date before the date of the subscription agreement. The issuance
of the Convertible Bonds was completed on 18 November 2016 and the net
proceeds from the issue of the Convertible Bonds were utilised as general
working capital of the Company.

Save as disclose above, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities during the
year.
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Directors

The directors of the Company during the year were as follows:

Executive Directors

Ms. HUANG Jingshu (Chairman)

Mr. TANG Shouchun (Chief Executive Officer)

Mr. YE Xingan

Mr. CHEN Tieshen (resigned on 21 February 2017)
Ms. DENG Chengying

Independent Non-Executive Directors

Mr. ZHU Jiusheng
Mr. WANG Jing
Ms. HU Gin Ing

Subsequent to the year end, Mr. HUANG Hao Yuan was appointed as Executive
Director on 21 February 2017.

In accordance with the Company’s articles of association, Mr. HUANG
Hao Yuan will retire at the first general meeting of the Company after his
appointment. In addition, Ms. DENG Chengying, Mr. ZHU Jiusheng and Mr.
WANG Jing will retire by rotation. All the above Directors being eligible for re-
election, will offer themselves for re-election at the forthcoming annual general
meeting.

The Company has received from each independent non-executive director an
annual confirmation of his/her independence pursuant to the Rules Governing
the Listing of Securities on the Stock Exchange and the Company considers
such Directors were independent.

Biographical Details of Directors and Senior Management

Biographical details of the Directors and senior management are set out on
pages 33 to 35.

Directors’ Service Agreements

Each of the executive Directors has entered into a service agreement with the
Company for a term of two years; and is subject to termination by either party in
the manner as set out in the service agreement.

Each of the independent non-executive Directors has entered into a letter
of appointment with the Company for a term of two years; and is subject to
termination by either party in the manner as set out in the letter of appointment.

None of the Directors who are proposed for re-election at the forthcoming
annual general meeting have a service agreement with the Company or any of
its subsidiaries not determinable by the employing company within one year
without payment of compensation (other than statutory compensation).

Directors’ Interests in Contracts

Save as disclosed in the section headed “Continuing Connected Transaction”
in this report and in note 44 to the consolidated financial statements, none
of the Directors and controlling shareholders of the Company had a material
beneficial interest, either direct or indirect, in any contract of significance to the
business of the Group to which the Company or any of its subsidiaries was a
party during the year.
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Remuneration of the Directors and the Five Highest Paid
Individuals

Details of the remuneration of the Directors and the five highest paid individuals
are set out in note 10, respectively to the consolidated financial statements.

The remuneration of the Directors and senior management is determined
with reference to their duties, responsibilities and performance and the
Group’s results.

Directors’ and Chief Executives’ Interests in the Shares,
Underlying Shares and Debentures of the Company

As at 31 December 2016, the Directors and the chief executives of the
Company had the following interests in the shares, underlying shares and
debentures of the Company which were recorded in the register required to be
kept by the Company pursuant to section 352 of the Securities and Futures
Ordinance (the “SFQ"), or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers of the Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”).

(A) Interest in shares and underlying shares of the Company
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(R)  RADFRAD SRR EBERG 2

Number of underlying
shares (under equity

Approximate
percentage of the

Long position/ Number of derivatives of the Aggregate issued share capital
Name of Director Short position Capacity shares held Company) interests of the Company
HEROEAE
(RED TR ERATERIT
BExpg BE/ KA 227) RO E FTEIAT) EREE REzBPEIH
Ms. HUANG Jingshu Long Position Personal interest - 4,500,000 (Note 2) 4,500,000 0.10%
wEF Rt e (BN (Hat2)
Mr. TANG Shouchun Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
EEELE e EARER (Hat2)
Mr. YE Xingan Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
E 3 e e (BN (Mzt2)
Mr. CHEN Tieshen (Note 1) Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
PRI& S A (HT5ET) e (BN (Mzt2)
Ms. DENG Chengying Long Position Personal interest - 8,500,000 (Note 2) 8,500,000 0.18%
Bkt e (BN (Hat2)
Mr. ZHU Jiusheng Long Position Personal interest — 3,000,000 (Note 2) 3,000,000 0.06%
RABRE e (BN (Mat2)
Mr. WANG Jing Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
FHEE e (BN (Mat2)
Ms. HU Gin Ing Long Position Personal interest — 3,000,000 (Note 2) 3,000,000 0.06%
Bl e e (BN (Mzt2)
Notes: Hia -
1. Mr. CHEN Tieshen resigned as executive director on 21 February 2017 1. R HFEENR_T—LF A+ —HEERTE

and 7,000,000 share options have lapsed accordingly and the remaining
3,000,000 share options will be expired on 20 June 2017.

2. Share options were granted on 28 June 2016. Details of share options
granted to the Directors of the Company are set out in part (B) of this
section.
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Directors’ and Chief Executives’ Interests in the Shares, EZEEZBERFETHAENREQTINKE -
Underlying Shares and Debentures of the Company (Contd) BARORESTEENER &)

(A) Interest in shares and underlying shares of the Company (Cont'd) (A RELXTROHESRBBERD 2ERE)
Save as disclosed above, as at 31 December 2016, none of the BEXEEEN RZTE—XR"F+=ZA=+—8 "
Company’s Directors, chief executives of the Company and their ARBIZESE ARRAEBITHRABRES ZHE
associates, had any interests or short positions in the shares, underlying A ER AR B s AR AR 2 & - AR
shares or debentures of the Company or any of its associated DREFEETARZRAR  MEREHFLHE
corporations that was required to be recorded pursuant to section 352 of &P 535216 T LAREEE ©
the SFO.

(B)  Long position in underlying shares — share options (B) +rHERBZiFE-BRE
Under the share option scheme of the Company, share option may be BEANT ZERESE - BRENRTETL2HE
granted to certain participants including the Directors and employees ANBREERARBARENBATZIES)ARE
of the Company and its subsidiaries to subscribe for the shares of the KRR’ - BRTESZHEREFBOT -

Company. Details of share options granted to the Directors are as follows:

Number of share options

BREHE

Balance at Granted Exercised Balance at Exercise

1 January during during 31 December price per

Name of Director Date of grant Exercisable period 2016 the year the year 2016 share
dd/mmiyyyy dd/mmiyyyy HK$

R-B-RE R-E-RE
-B—-H +=A=+-H

EEER RitiAH T 28 RERRH RERT 2R BRITEE
8/R/% B/R/% BT

Ms. HUANG Jingshu 28/06/2016 28/06/2016 - 27/06/2026 - 4,500,000 - 4,500,000 1.846
WAL (Note 3) (Note 4)
(H1£3) (Hizt4)

Mr. TANG Shouchun 28/06/2016 28/06/2016 - 27/06/2026 - 10,000,000 - 10,000,000 1.846
BERELE (Note 3) (Note 4)
(H15£3) (Hizt4)

Mr. YE Xingan 28/06/2016 28/06/2016 - 27/06/2026 - 10,000,000 - 10,000,000 1.846
E@mBLE (Note 3) (Note 4)
(H1:£3) (Hizt4)

Mr. CHEN Tieshen 28/06/2016 28/06/2016 - 27/06/2026 - 10,000,000 - 10,000,000 1.846
(Note 1) (Note 3) (Note 4)
BRES L E D) (H:£3) (Hfz#4)
Ms. DENG Chengying 28/06/2016 28/06/2016 - 27/06/2026 - 8,500,000 - 8,500,000 1.846
Hasgt (Note 3) (Note 4)
(H3) (Hfzt4)

Mr. HUANG Hao Yuan 28/06/2016 28/06/2016 - 27/06/2026 - 4,500,000 - 4,500,000 1.846
(Note 2) (Note 3) (Note 4)
BEREEW22) (H1£3) (Hz24)
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Directors’ and Chief Executives’ Interests in the Shares,
Underlying Shares and Debentures of the Company (Cont'd)

(B)  Long position in underlying shares — share options (Cont'd)
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EERFETBRAERARTNRA - 4
ARG RESTHERVER @)
(B) #MHEEARNDZHRE-BREGE)

Number of share options

BREHE
Balance at Granted Exercised Balance at Exercise
1 January during during 31 December price per
Name of Director Date of grant Exercisable period 2016 the year the year 2016 share
dd/mmiyyyy dd/mm/yyyy HK$
RZB-RE R=B-~%
—-A-H +ZA=+-H
EEEB RitiAH Gig:d il k3] RERERH RERTE ok o33 BRITEE
B/R/ & B/R/&E o
Mr. ZHU Jiusheng 28/06/2016 28/06/2016 - 27/06/2026 - 3,000,000 - 3,000,000 1.846
NNBRE (Note 3) (Note 4)
(H5£3) (Hiit4)
Mr. WANG Jing 28/06/2016 28/06/2016 - 27/06/2026 - 3,000,000 - 3,000,000 1.846
FHEE (Note 3) (Note 4)
(H5£3) (Hiit4)
Ms. HU Gin Ing 28/06/2016 28/06/2016 - 27/06/2026 - 3,000,000 - 3,000,000 1.846
MHEEZ T (Note 3) (Note 4)
(Hi7£3) (Hiz#4)
Notes: Hist -
1. Mr. CHEN Tieshen resigned as executive director on 21 February 2017 1. BREHEER T —tF_A-+—BHEHENTE

and 7,000,000 share options have lapsed accordingly and the remaining
3,000,000 share options will be expired on 20 June 2017.

Mr. HUANG Hao Yuan, an associate of the substantial shareholder of the
Company, was appointed as executive director on 21 February 2017.

The share options are exercisable in the following manner for a period of 10
years from the date of grant:

(i) 30% of the share options shall exercise on the date of the grant and
up to 27 June 2026;

(i) 30% of the share options shall exercise upon the expiry of one year
from 28 June 2016 and up to 27 June 2026; and
(iii) 40% of the share options shall exercise upon the expiry of two years

from 28 June 2016 and up to 27 June 2026.

Details of the fair value of the options granted in 2016 are set out in note 37
to the consolidated financial statements.
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BEER - FA-+REIH -

2. ARABETERRZBBEATEEREEN T —
“AZtT—BREZRERWNTES -

+F
3. FEAHE AT PSR Y H BB AT TR BRI T 51 U178
(i) FEAAE 2 30% M B EIREE — T RF XA
ity e S Y1
(ii) BB Z230% BT —~FARAZ N\ BT
7$Fﬁt’ifzfﬂgﬂﬂ—+tai
54

(iii) B 2 40% B =T —RNFAN A=+ N\ BERT
MFEEME 2T FAA=+T+HHLE -

4. RIZ—RNERONBERIEN A BEFSHHNEG
AP HRERMITEIT -

ZR(PEHERERRAR 4
—E—REFR



Directors’ Report

EEEWRE

Substantial Shareholders’ Interests in Shares and FERFERAEATNKRMORAEBEKRGDTE
Underlying Shares of the Company BRI

So far as known to the Company, as at 31 December 2016, shareholders (other RZZB—RNE+-_A=+—H8B  RARAMM  BRER(E
than Directors or chief executives of the Company) who had interests or short ERARREZBITERABBRINRAARR RN RABREKGS
positions in the shares or underlying shares of the Company which would fall to RHERERERF LB GO EXVEHBE2RINFAE AR
be disclosed to the Company under the provisions of Divisions 2 and 3 of Part RIZESSAR - IREFESF R EENEIZCIEBETEE
XV of the SFO, or which were recorded in the register required to be kept by the MEERMAR - SR

Company under Section 336 of the SFO were as follows:

Long position in ordinary shares ZERROZHR
Approximate
Number percentage of
of Shares/ the issued
Long position/ underlying Aggregate share capital
Name of Shareholder Short position Capacity Shares held Interests of the Company Notes
EARAT
FrERe,/ ERITREZ
RERZH BR/ KR 227 HEROHEHE eyt BREDH g
China LVGEM Property Holdings Long Position Beneficial owner 1,010,844,583  1,010,844,583 21.54% 1
Limited (“China LYGEM”) e ERBEAA
BRI EERBRAE([H
#=1)
Go Great International Limited Long Position Interests of controlled corporation 1,120,187,094  1,120,187,094 23.87% 1
(“Go Great”) HE ZEEERER
2BEBRERAR( %))
Mr. WONG Hong King Long Position Interests of controlled corporation ~ 3,520,187,094  3,520,187,094 75.00% 1
(“Mr. WONG") e R LR R
BRREA(TERED
Kinson Group Limited Long Position Beneficial owner 2,400,000,000  2,400,000,000 51.13% 2
595) EnmAA
Evergreen Holdings Limited Long Position Interests of controlled corporation  2,400,000,000  2,400,000,000 51.13% 2
TAE R EE RS
UBS Trustees (BVI) Limited Long Position Interests of controlled corporation ~ 2,400,000,000  2,400,000,000 51.13% 2
TE LR
Toplist Investments Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% N/A
e ERmAEA THEA
Wkland Investments V Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% 3
HE EnfAA
China Vanke Co., Ltd.* Long Position Interests of controlled corporation 300,000,000 300,000,000 6.39% 3
SREERNHERAF TAE REEERER

*  For identification purpose only {£#t:5 5!
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Substantial Shareholders’ Interests in Shares and FERFRRADATNKREORABBERG HE

Underlying Shares of the Company (Cont'd) B E)
Long position in ordinary shares (Cont'd) ZERROzHR(AE)
Notes: Hiat -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to 1. SEEATEERI00% 2B (TN EAEHFTREGES

100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be 100% 2 #%5) » Et - @R RELEWE AR T RES
interested in the 1,010,844,583 Shares held by China LVGEM. B2 %%1,010,844, 583 ik H TE A Em ©

2. Kinson Group Limited is owned as to 100% by Evergreen Holdings Limited, 2. Evergreen Holdings Limited # & Kinson Group Limited
and Evergreen Holdings Limited is owned as to 100% by UBS Trustees (BVI) 100% 2 #%5 + MUBS Trustees (BVI) Limited{EA=LEZ
Limited, acting as the trustee for the family trust of Mr. WONG. RIE(EEMZ A B Evergreen Holdings Limited 100% 2

R o

3. Wkland Investments V Limited is owned as to 100% by SERIHMN AR A E 3. BRI ERHARAFTHEAWKIand Investments V Limited 2
(China Vanke Co., Ltd."). Accordingly, R %D BB A7) (China Vanke Co., 100% s - EHit - BREERDBR A FHESE AR WkKland
Ltd.") is deemed to be interested in the 300,000,000 Shares held by Wkland Investments V Limited FT5 % 2 5% 5 300,000,0000% i% 15 # B
Investments V Limited. T e

Long position in convertible preference shares RREERRGZFE

Approximate
percentage of the

Number of issued convertible
convertible preference
Long position/ preference share capital
Name of Shareholder Short position Capacity shares of the Company Note
HADH
BIE: )3 ERITREZ
BRERME ¥R/ %A =27) BERGBEE BMOBAL i3
China LVGEM Long Position Beneficial owner 3,265,646,936 95.67% 1
S R 61 2N
Go Great Long Position Interests of controlled corporation  3,265,646,936 95.67% 1
=% e R LR
Mr. WONG Long Position Interests of controlled corporation  3,265,646,936 95.67% 1
BEE e R EEER
Note: Mz -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to 1. BREETREZRI100% 2 EE(MELERETREES

100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be 100% 2 1#%5) » Et © @R RELEWE AR T RE S
interested in the 3,265,646,936 convertible preference shares held by China B2 #%%3,265,646,936/% Al MBI D A ER o
LVGEM.

Employee and Remuneration Policies BE K HMBUR

The Group remunerates and provides benefits for its employees based on AEBRBERENENAHEESR TH M RRHREF -
current industry practice. Discretionary bonuses are awarded to staff based on WERBEAEENMEERBNERNE THRRRE TEM
the financial performance of the Group and performance of individual staff. BIFEIEAL ©

In addition, share options may be granted to eligible employees in accordance AN - RERRE T IRIE AN A RIRE AR MR & -
with the terms of the Company’s share option scheme.

* For identification purpose only (€55

(PR HLERERRIE 43
AN



Directors’ Report

EESHRE
Retirement Schemes

The Group participates in several defined contribution retirement plans which
cover the Group’s eligible employees in China, and a mandatory provident fund
scheme for the employees in Hong Kong. Particulars of these retirement plans
are set out in note 38 to the consolidated financial statements.

Share Options

Details of the Company’s share option scheme and the movements in the share
options are set out in note 37 to the consolidated financial statements.

Management Contracts

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

Directors’ Rights to Acquire Shares or Debentures

Save as otherwise disclosed in this report, no rights to acquire benefits by
means of the acquisition of Shares in or debentures of the Company were
granted to any Director or their respective spouse or children under 18 years of
age, or were any such rights exercised by them; or was the Company and any
of its subsidiaries a party to any arrangement to enable the Directors, or their
respective spouse or children under 18 years of age, to acquire such rights in
any other body corporate for the year ended 31 December 2016.

Major Suppliers and Customers

The percentages of purchases and sales for the year attributable to the Group’s
major suppliers and customers are as follows:

Purchases

— the largest supplier 25%
— five largest suppliers combined 47 %
Sales

— the largest customer 0.3%
— five largest customers combined 1.4%

None of the Directors or any of their associates or any shareholders (which,
to the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any beneficial interest in the Group’s five largest
suppliers and its five largest customers.

44 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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Continuing Connected Transaction

The Company has entered into the following continuing connected transaction
during the year ended 31 December 2016. Details of the transaction are set out
below:

Security Services Agreement

On 26 October 2015, the Company and Shenzhen Forsafe System Technology
Co., Ltd. (“Forsafe”) entered into a security services agreement pursuant to
which Forsafe provides security products, intelligent security system design,
engineering and installation services, including fire security system and low
current intelligent system to the Group (the “Services”), for a term commencing
from the date of agreement and ending on 31 December 2017. Forsafe is a
company wholly-owned by Mr. WONG and his associates and the security
services agreement constitutes continuing connected transaction of the
Company under the Listing Rules.

For the year ended 31 December 2016, the fees charged by Forsafe for the
provision of the Services under the security services agreement amounted to
RMB1.57 million, which was within the annual cap of RMB30 million for the
same period.

The aforesaid continuing connected transaction has been reviewed by the
independent non-executive directors of the Company and they confirmed
that the aforesaid transaction was entered into (i) in the ordinary and usual
course of business of the Group, (ii) on normal commercial terms or on terms
no less favourable to the Group than terms available to or from independent
third parties, and (iii) in accordance with the relevant agreement governing the
transactions on terms that are fair and reasonable and in the interests of the
Company and the shareholders as a whole.

Based on the work performed, the auditor of the Company has provided a letter
to the Board, confirming that nothing has come to their attention which causes
them to believe the continuing connected transaction abovementioned:

(i) has not been approved by the Board;

(i)~ has not been entered into, in all material respects, in accordance with
the relevant agreements governing the transactions; and

(iii)  has exceed the annual caps.

Related Party Transactions

Details of the related party transactions undertaken by the Group in the
normal course of business are set out in note 44 to the consolidated financial
statements. Those related party transactions, which constituted continuing
connected transactions not being exempt from annual reporting requirement
under the Listing Rules, are set out in the section headed “Continuing
Connected Transaction” above, and the Company has complied with the
relevant disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

Directors’ Interest in Competing Business

None of the Directors had any interest in the businesses which compete or are
likely to compete, either directly or indirectly, with the businesses of the Group
that were required to be disclosed pursuant to Rule 8.10(2) of the Listing Rules.
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Directors’ Report

EEEWRE

Environmental, Social and Governance Report

A report of environmental, social and governance is set out on pages 19 to 32
of this report.

Corporate Governance

A report on the principal corporate governance practices adopted by the
Company is set out on pages 47 to 57 of this report.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company’s total issued share
capital was held by the public during the year ended 31 December 2016 and
up to the date of this report.

Auditor

Messrs. Deloitte Touche Tohmatsu (“Deloitte”) have been appointed as the
auditor of the Company with effect from 1 December 2014 to fill the casual
vacancy following the resignation of Messrs. BDO Limited which took effect
from 21 November 2014. The consolidated financial statements of the Group
for the years ended 31 December 2014 and 2015 have been audited by
Deloitte who will retire and, being eligible, offer themselves for re-appointment.
Save as aforesaid, there was no change in auditor of the Company in any of the
preceding three years.

A resolution for the re-appointment of Deloitte as the auditor of the Company

will be proposed at the forthcoming annual general meeting.

On behalf of the Board

HUANG Jingshu
Chairman

Hong Kong, 16 March 2017
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Corporate Governance Report
TEERBE

The Company is committed to the establishment of good corporate practices RABBNRBYRIFZEEREBOIRER - ARRZE
and procedures. The corporate governance principles of the Company ¥TRRAUAEZEEEAZESR BHENMAARRMER
emphasise a quality board, transparency and accountability to all shareholders REE

of the Company.

Corporate Governance Practices TEERER

Throughout the year ended 31 December 2016, the Group complied with all HE_Z—AF+_A=+—BLFE A£EE—EFHET
the code provisions of Corporate Governance Code (the “Code”) as set out BERMER AR ABN(TERZR]ES EMART EH
in Appendix 14 to the Rules Governing the Listing of Securities (the “Listing AN D M8+ U prd 2K EERSERID ([<FRID Fr# 2 Fr
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). BFRANESURE ©

The Board will continue to monitor and review the Group’s corporate EEORBEERRERZAEBZOEEATER - UER

governance practices to ensure compliance with the Code. HETFAZHE -
Board of Directors EEg
Board Composition EERZAEAR

The Board comprises five executive directors and three independent non- EEZRAAEARTES R -RBUIERTESREKX - TE
executive directors. All five executive directors are members of the executive RERTESHAARRNITEELRE B RBRHMAE
committee of the Company responsible for dealing with the business of the AR MEOERERARZER - EPBE - BETR
Company in accordance with all applicable rules and regulations, including RETRA - XRBIZHBFERERNSTEEYEHANE
but not limited to, the Listing Rules. All Directors (including independent non- EF(BIEBYIERITES) °

executive directors) have been consulted on all major and material matters of

the Company.

The Board members for the year ended 31 December 2016 were: HE_T—"F+A=+—HLFEZEERKEA :
Executive Directors WITESE

Ms. HUANG Jingshu (Chairman) mWEAT LT (FE)

Mr. TANG Shouchun (Chief Executive Officer) EEESLE(TTBEE)

Mr. YE Xingan HERLhA

Mr. CHEN Tieshen (resigned on 21 February 2017) RS EE(RZFE—+F A =+—HEFHE)
Ms. DENG Chengying B 2

Independent Non-Executive Directors B IEHITES

Mr. ZHU Jiusheng MIBE

Mr. WANG Jing FaEE

Ms. HU Gin Ing [

Subsequent to the year end, Mr. HUANG Hao Yuan was appointed as Executive FRE  BEREER-ZT—+F-_AZ+—HEZMTA
Director on 21 February 2017. HITEE

Further details of the current Directors are set out on pages 33 to 35 under the BEARAESCHRBENEAFRAEIBEISAEIEERS
section headed “Biographical Details of Directors and Senior Management” of MEBABCZREE|—&F -
this report.

The number of independent non-executive directors meets the requirements BUFRTESCHBEFE ETMRAUBRERRNELE
under the Listing Rules and Mr. ZHU Jiusheng has the appropriate accounting MEBEE 2 STHEEER -
professional qualification.
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Board of Directors (Cont'd)
Board Composition (Cont'd)

The positions of the Chairman and the Chief Executive Officer are held
separately by two executive directors to ensure their respective independence,
accountability and responsibility. The Chairman is responsible for determining
overall business strategies of the Group. The duty of the Chairman is to work
closely with audit, nomination and remuneration committee of the Company
and to ensure that all key and appropriate issues are discussed by the Board
in a timely and constructive manner. The Chief Executive Officer is responsible
to work closely with the executive committee of the Company to ensure
management strategies, plans and performance of the Group are appropriately
carried out in accordance with to the Board’s decision and to provide guidance
to the Board on major issues.

The Board is responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial matters.
Major corporate matters that are specially delegated by the Board to the
management include the preparation of annual and interim accounts for Board
approval before public reporting, execution of business strategies and initiatives
adopted by the Board, implementation of adequate systems of internal controls
and risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.

Each of the independent non-executive directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all independent non-executive directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines. The Company had
made letters of appointment with all the independent non-executive directors
for a period of two years which may be terminated by either party by giving one
month’s written notice; and subject to retirement by rotation at least once every
three years in accordance with the articles of association of the Company.

Attendance Record at Board Meetings
For the year ended 31 December 2016, six full Board meetings were held,
four of which were the regular ones held at approximately quarterly intervals, to

review the business of the Group and approve the financial results of the Group.

The attendance of individual members at the meetings of the Board are set out
as follows:

Exg®)
ESR2AR(E)

TREOTBAER B BIRMALRITES LT - SARR
HEXBzBIE BEMREEAE ETFBEREAR
KB ERBEBRRE - TEIBAENEAANR 2EZEZR
g RELZBENFNEZRSELAE  LRREEIH
WP MBEZNEERE - ETTARMARZRME W -
TREEBARARNFTIZHITRESREAIF - IREREE
B AR RRREREETGZRATESEENRET - I
HREBHENEERRMEES -

ERGRAMCERRE FENTHMEE  BAGE - AR
BIE BANE  HEREARS  REME2EERY
BEH ZZ2SFHIEEEEBRT2IELXEERRE
SHFENTHERE - WHESSNEIINMATHR - #1
TEEEMRMZEBRIERIER - T2 ZNEEES
ERERERREFANETEREERE « RAERM -

BRIFATESORIE LHRUEI G2 R ERRF
BEIMUERE - ARTRR - MEBIIFNTESY
e EHRBIEISGME 2B IIES] - WREESIZ
BRBEIAL - ARREREEIIFRTERITLERE
B EHIRME  BRIEERER  HP—H A mRI
—HBEE—EANEEEMN  RBEAQRZASEI2MA
8 HOAELE=FRERRBFAG LHESR -

ExggRhELE

BEZT—RFT-_A=+—RLFE  FAEEHXBRKX
REFGEE  HPORRROEERT - RZEZEY
o ABEAREE 2 FE RN EE 2 SIS -

EEgzeRTEBKEZHFEBEREIIOT

Meetings attended/Number of Meeting held
HESBAE BRI

Executive Director HITEE

Ms. HUANG Jingshu (Chairman) EWMET LT (EE) 6/6
Mr. TANG Shouchun (Chief Executive Officer) (Note) — FEEBELA (TTEAEE) (H17E) 5/5
Mr. YE Xingan HEERTEAE 6/6
Mr. CHEN Tieshen PR & o A 6/6
Ms. DENG Chengying BEm AT 6/6
Independent Non-Executive Director BUIBITESE

Mr. ZHU Jiusheng MAELE 6/6
Mr. WANG Jing UL 5/6
Ms. HU Gin Ing AR 6/6

Note: Was appointed as Chief Executive Officer on 31 March 2016.

Apart from the said meetings, matters requiring Board approval were arranged by
means of circulation of written resolutions of all Board members.
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Board of Directors (Contd)
Attendance Record at Board Meetings (Cont'd)

Directors have access to relevant and timely information, and they can ask for
further information or retain independent professional advisors if necessary.
They also have access to the advice and services of the company secretary,
who is responsible for providing Directors with Board papers and related
materials and ensuring that Board procedures are followed. Directors are given
sufficient time for discussion at the Board meetings. Where queries are raised
by Directors, prompt and full responses will be given if possible.

Directors’ Insurance

The Company has arranged appropriate directors and officers liability insurance
in respect of legal action against Directors.

Directors’ Professional Development

Newly appointed Directors receive comprehensive, formal and tailored
induction on their appointments, so as to ensure that they have appropriate
understanding of the business and operations of the Group and that they are
fully aware of their responsibilities and obligations under the Listing Rules and
relevant regulatory requirements. There are also arrangements in place for
providing continuing briefing and professional development to Directors at the
Company’s expenses whenever necessary.

Pursuant to Code A.6.5, Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. This is to ensure
that their contribution to the Board remains informed and relevant. During the
year, all Directors, namely Ms. HUANG Jingshu, Mr. TANG Shouchun, Mr.
YE Xingan, Mr. CHEN Tieshen, Ms. DENG Chengying, Mr. ZHU Jiusheng, Mr.
WANG Jing and Ms. HU Gin Ing, have participated in appropriate continuous
professional development activities by ways of attending trainings, reading
materials or conducting academic research relevant to the Company’s business
or to the Directors’ duties and responsibilities.

Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules is set out in the terms
of the service agreements of each executive Director and the letters of
appointment of each independent non-executive Director. Having made specific
enquiry of all the Directors, the Directors confirmed that they have complied
with the required standard as set out in the Model Code for the year ended 31
December 2016.

Board Committees

The Company currently have four committees, namely, the Audit Committee,
Remuneration Committee, Nomination Committee and Executive Committee,
for overseeing particular aspects of the Company’s affairs. Terms of reference
of the Audit Committee, Remuneration Committee and Nomination Committee
are available on the websites of the Company (www.lvgem-china.com) and the
Stock Exchange (www.hkex.com.hk). The Board committees are provided with
sufficient resources to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate circumstances, at
the Company’s expenses.

Corporate Governance Report
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Corporate Governance Report
TEERBE

Board Committees (Contd)
Audit Committee

The Company established an Audit Committee on 14 November 2005 with
terms of reference in compliance with the Code. The Audit Committee consists
of independent non-executive directors only.

The members of the Audit Committee as at the date of this report are as follows:

Mr. ZHU Jiusheng (Chairman)
Mr. WANG Jing
Ms. HU Gin Ing

Mr. ZHU Jiusheng, who possesses a professional accounting qualification and
relevant accounting experience, is the chairman of the Audit Committee. No
member of the Audit Committee is a member of the former or existing auditor of
the Company.

The primary duties of the Audit Committee are to review and approve the
financial reporting process, risk management and internal control systems of
the Group. During the year, the Audit Committee has reviewed the Group's
interim results for the six months ended 30 June 2016. The Group’s final
results for the year ended 31 December 2016 have been reviewed by the
members of the Audit Committee before submission to the Board for approval.
The Audit Committee was of the opinion that the preparation of such results
complied with the applicable accounting standards and requirements and that
adequate disclosure has been made. The Audit Committee has also reviewed
the effectiveness of the risk management and internal control systems.

Two meetings of the Audit Committee were held during the year. The
attendance of each member is set out as follows:

Name of member

EEZEE4H)

BEREES
ARFR-_ZERAF+—A+HBERIERZES @ AR
ETRAIGIETBERE - ERRBEENE R BREBEIIFNT
BF -

RAFHRABEEZZEEGRENT

MM E(EE)

THses

LS

MNBELE  RABEXGHERLBBSHALR  DE

REBEIF  HMEBEMNEREZEGZKEIARREZA
ESKER (EAZERAD -

ZZEEMNEERBE ABET RAEREBE R 75 B Ri2
e REERERAREENE - RERN - BZEEFEEE
MASBEZE T — T NA=T8 16 A NS I K
HEE - AEBEHE_T-ARFT_A=+—HILFEZF
BNRE2EEEHENCEEZZESEN - #%EEY
RRBREEEBETHERAZ GTENREKUARE
EHEENHE - ERZESNEMNEAREE RAPEEE
HE s BRIE -

H%}

RNERNERZESHARARAE S - SUKBEZHERBR
HymT

Meeting attended/Number of Meeting held
HESERE BTEEH

REAE

Mr. ZHU Jiusheng MIBET A
Mr. WANG Jing FaEAE
Ms. HU Gin Ing Mg

Nomination Committee

The Company established a Nomination Committee on 14 November 2005
with terms of reference in compliance with the Code. The members of the
Nomination Committee include one executive director and two independent
non-executive directors.
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TEERRSE
Board Committees (Contd) BEEZEg#H)

Nomination Committee (Cont'd) REZER(E)

The members of the Nomination Committee as at the date of this report are as RAFRAPNIRZELZESKEDNT
follows:

Ms. HUANG Jingshu (Chairman) BWEAT R (FE)
Mr. ZHU Jiusheng MBI E
Mr. WANG Jing FREAE

The primary duty of the Nomination Committee is making recommendations REZEENIERKAREAESTREREZTURER
to the Board on appointment and removal of directors and management of EESRTEEMNESSREESR - RFR - RR£E8g
Board succession. During the year, the Nomination Committee had reviewed EREREEZARSELEATNNTESE:E - UE
and considered the proposed appointment of Mr. TANG Shouchun as new HRBERGESSHE - TRESNTHES AN @ 18
executive Director and made related recommendation to the Board for approval. HEEGRERENEZSNELZTEBENZMEAE -
In reviewing and assessing the Board composition, the Nomination Committee HEZENARESMHEB L IERNTES 2B IE -

had considered the various aspects set out in the Board Diversity Policy. It

had also reviewed and assessed the independence of the independent non-

executive Directors.

The Nomination Committee resolved that all the existing directors should be RAZBERARHEMBRTESEARREE - BE -
recommended to be retained by the Company. Further, in accordance with the RIEARRAR ABMERMA - BARLLT - B RER
Company’s articles of association, Ms. DENG Chengying, Mr. ZHU Jiusheng FHAEHREERRBFAE LER - EREFEER
and Mr. WANG Jing would retire, and being eligible, would offer themselves for AR B ET o

re-election at the forthcoming annual general meeting of the Company.

The Company has adopted a board diversity policy (the “Diversity Policy”) AATRBETHFEHZERK  R-2ZB—=F )\ AEMHES
in August 2013 in accordance with the requirement under the Code. The EHREBZTEBER ([ ZbBER]) - ZBEREEAERIE
Diversity Policy aims to set out the approach to achieve diversity on the Board EEgEbmEIEz A% UBRRESEABMZHT -
to ensure that the Board has the balance of skills, experience and diversity of KRRZEOBREAET - BEETRRE)MR - Fie -
perspectives, including but not limited to gender, age, cultural and educational MAERHBBEES Bk - SELR - HiE - NFMREF
background, ethnicity, professional experience, skills, knowledge and length HAME - REZBEVEABAREN  gZEEEAEN
of service. In identifying suitable candidates, the Nomination Committee R WARBKRUHTIBERESEKNE S TEAER -

will consider candidates on merit and against the objective criteria with due REZEEBLERZ IR 21T ML EE R ER
regard for the benefits of diversity on the Board. The Nomination Committee IR o

will monitor the implementation of the Diversity Policy and review the same as

appropriate.

One meeting of the Nomination Committee was held during the year. The RERRELZESHBH —XgR - FNKBEZHEBR

attendance of each member is set out as follows: HHT -

Name of member Meeting attended/Number of Meeting held
MEEAB HESERY BTEEAY

Ms. HUANG Jingshu EWET L 1/1

Mr. ZHU Jiusheng TNBEE 1/1

Mr. WANG lJing FakAE 1/1
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TEERBE

Board Committees (Cont'd)
Remuneration Committee

The Company established a Remuneration Committee on 14 November 2005
with terms of reference in compliance with the Code. The Remuneration
Committee consists of one executive director and two independent non-
executive directors.

The members of the Remuneration Committee as at the date of this report are
as follows:

Ms. HU Gin Ing (Chairman)
Ms. HUANG Jingshu
Mr. ZHU Jiusheng

The primary duties of the Remuneration Committee are to review and determine
the terms of remuneration packages, bonuses and other compensation payable
to Directors and senior management. The Company has adopted the model
of remuneration committee as described in Code Provision B.1.2(c)(i) of the
Code. As such, the responsibility for determining the remuneration packages of
individual executive Directors and senior management of the Group has been
delegated to the Remuneration Committee.

During the year, the Remuneration Committee considered and reviewed the
existing terms of remuneration of all the Directors based on factors including
time commitment and responsibilities of the Directors, employment conditions
elsewhere in the Group and desirability of performance-based remuneration.
The Remuneration Committee considered that the existing terms of
remunerations of the Directors were fair and reasonable.

Details of the remuneration of the senior management by band for the year
ended 31 December 2016 are set out below:

Remuneration band

EEZREE®)
FHERE

ARFR-_ZZERAF+—A+HBERIFHEZES - AR
ETAIGIETBERE - SR ESER —2RTEELM
BEUIFRTES -

RAFEHARNFMEZEGRKEBNT ¢

ARt ()
EAAF L
BABBEE

FHZEeNIBERBARNLETRN TEERSRE
BABREFBEANGER - FEAREMRE - AAREET
H'J%B 1.2(c) ()28 5 B SC Pzt SR AR % @N?Eﬁﬁ’ﬁ%ﬁ S
@NKAE.E%§$A$§;?‘EE E AR B E 5
ﬁé%)}@%&aiﬂi/\ﬁz%%ﬁ 58 -

RER - FHEESRBEEEEMRAZERALBE - %
EH AR RARRRENOFIGHSERMES

F&&ﬁﬁﬁ*ﬁé%ﬁ%ﬁﬁ%ﬁ%%ﬂ HEZ BT RALE
FEENHFIERTIAFESE -
HE_Z—R"F+_A-Z+HLFESHREEAENF

e EFEERIIT

Number of individual

FrNEE AR
RMB6,000,000 - RMB7,000,000 AR #6,000,0007t2 2
AE#7,000,0007T

Details of the remuneration of the Directors for the year ended 31 December
2016 are set out in note 10 to the consolidated financial statements.

Three meetings of the Remuneration Committee were held during the year. The
attendance of each member is set out as follows:

Name of member

ECE-RET A=t R LFEEEHMOFBER

B
i) Eﬁ%#ﬁi‘%l‘ 10 -

RERFHEESHARN=REZE - BUKEZHFEER
ol

Meeting attended/Number of Meeting held

HEREB HESERE T BTERAE
Ms. HU Gin Ing [ 3/3
Ms. HUANG Jingshu AT L 3/3
Mr. ZHU Jiusheng RIBE & 33
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Board Committees (Cont'd)
Executive Committee

The Board has delegated to the Executive Committee the authority of dealing
with the operational matters of the Group, save for those matters which are
reserved for the Board’s decision and approval pursuant to the written terms
of reference, which includes taking in charge of major decision making in
relation to the day-to-day business operations of the Company, administering
the Company’s routine resolutions and dealing with adhoc matters, ensuring
adequate funding and reporting periodically to the Board. The Executive
Committee consists of five executive directors and assumes full accountability
to the Board for all operations of the Group.

To comply with the requirement under the Code in respect of the responsibilities
for performing the corporate governance duties, the Board has delegated its
responsibilities to the Executive Committee to develop, review and monitor
the policies and practices on corporate governance of the Group and make
recommendations to the Board, to review and monitor the Company’s policies
and practices on the legal and regulatory compliance, to review and monitor the
code of conduct and ethical behavior applicable to the Directors and employees
and the training and continuous professional development of Directors and
senior management, and to review the Company’s compliance with the Code
and disclosures in the corporate governance report.

Twenty meetings of the Executive Committee were held during the year. The
attendance record of each member is set out as follows:

Name of member
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BiREEMMERERESRRERIUENSZEIN - BT
ZESREERR TERERNEEALENEESEE -
BREABEFEARAABEREENEARE - EBAR
AMPITTRERNEERSKREE  BRAETHNESNE
HRAEERER - NTZESHABRITESTERILAR
AEBZEREEBNEERARE -

REETARNAHBETEXERBEZRE  EERER
HMITZESRBRR BRI MERAKELETR ZBR
EER  YAEERRELES  ROMERARREEST
FREMEERENANBREER R REFERRE
EREENRTEANERITANEERSMERAEN
BIRBEEERR  ARRA AR BETTANERR
EREEARENNIE -

REAREERABR-_TRRPTEZESEE - BUKEZ
HEERETIINT -

Meeting attended/Number of Meeting held
HESERY BTEREAE

REERE

Ms. HUANG Jingshu (Chairman) BET L L (E/E)
Mr. TANG Shouchun (Note) BEERENZ)
Mr. YE Xingan @R RAE

Mr. CHEN Tieshen PR8I & 5o &

Ms. DENG Chengying BE R

Note: Was appointed as Executive Director on 31 March 2016.

The Executive Committee reviewed the Company’s compliance with the Code
and the regulatory and statutory requirements during the year under review,
and the disclosures of this corporate governance report.

Company Secretary

Mr. Lai Siu Hung resigned as company secretary of the Company on 20
February 2016 and Ms. CHAN Hiu Mei was appointed as company secretary of
the Company on 16 May 2016. Ms. Chan is also the Chief Financial Officer of
the Group.All directors have access to the advice and services of the company
secretary, who is responsible for ensuring that the board procedures are
followed, advising the Board on all corporate governance matters, and arranging
induction programs including briefings on the general and specific duties of
directors under legal and regulatory requirements for newly appointed directors.
The company secretary facilitates the induction and professional development
of directors.

During the year ended 31 December 2016, Ms. Chan has received no less than
15 hours of relevant professional training to refresh her skills and knowledge.
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Risk Management and Internal Control

The Board has overall responsibility for the Group’s risk management and
internal controls system and for reviewing its effectiveness. The Board is
committed to implementing an effective and sound internal controls system
to safeguard the interests of shareholders and the Group’s assets. The Board
has delegated to the management the implementation of the system of internal
controls and the review of all relevant financial, operational, compliance controls
and risk management function within an established framework.

The Company has established internal audit department to monitor compliance
with policies and procedures and the effectiveness of internal control structures
of the Group. The internal audit department reports directly to the Audit
Committee and ensure the internal controls are in place and functioning
properly as intended.

Shareholders’ Rights
1. Convening an extraordinary general meeting (“EGM”)

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
having the right of voting at general meetings can deposit a written
request to convene an EGM at the principal place of business of the
Company in Hong Kong (“Hong Kong Office”), for the attention of the
Board or the Company Secretary. If within 21 days of such deposit of
the requisition, 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.

The notice period to be given to all the registered shareholders in respect
of the EGM varies according to the nature of the proposal as follows:

- At least 14 clear days’ notice (the notice period must include 10
clear business days) in writing if no special resolution is to be
considered at the EGM.

- At least 21 clear days’ notice (the notice period must include
10 clear business days) in writing if a special resolution is to be
considered at the EGM.
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Shareholders’ Rights (Cont'd)

2.

Right to put forward proposals at general meetings

There are no provisions allowing shareholders to move new resolutions at
the general meetings under the Cayman Islands Companies Law (2013
Revision) or the articles of association of the Company. Shareholders
who wish to move a resolution may request the Company to convene an
EGM as stipulated in above paragraph 1.

Right to propose a person for election as a director

If a shareholder of the Company wishes to nominate a person other than
a retiring Director or a person recommended by the Board to stand for
election as a Director of the Company, the shareholder concerned shall
lodge with the Company (for the attention of the Company Secretary)
at the Hong Kong Office or at the Company’s branch share registrar in
Hong Kong, Tricor Investor Services Limited, a duly signed nomination
form which includes, inter alia, the intention to propose that person for
election as a Director, notice in writing by that person of his willingness
to be elected, and the information required by the Listing Rules.

The period for lodgement of the nomination form will commence no
earlier than the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than 7 days prior to
the date of such general meeting and the minimum length of the period
during which the nomination form and associated documents may be
given to the Company will be at least 7 days.

Right to put enquiry to the Board

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the person making the
enquiry and deposited at the Hong Kong Office for the attention of the
Company Secretary.
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Communication with Shareholders

Shareholders are encouraged to attend annual general meetings of the
Company. The chairman of the Board will attend the annual general meeting
and invite the chairman of Audit Committee, Nomination Committee,
Remuneration Committee and other Board Committee(s), or in their absence,
other members of these Board Committee(s), to attend the annual general
meeting.

The Company held the annual general meeting on 2 June 2016.

Details of Directors’ attendance record of general meetings during the year
ended 31 December 2016 are as follows:

B REVBE

AARSEBEREFEARADR ZBRBEFAE - EEELR
HHERREFAEREBERLZEY  REZEE ¥
WEESRHEMEEZEGNIR  GRABEZEEIRER
RFE - RREFEEGZEMRBHFERRESFAE -

RRFRZE—RERNAZBRTRFBEFREG -

BE-T—AFT-ASt—ALFER  EFURRE
RERFEWT

Annual General Meeting
BRRBFKE
Meetings attended/Number of Meeting held
HESEAE BT

Executive Director HITEE

Ms. HUANG Jingshu (Chairman) WAL (FE) 1
Mr. TANG Shouchun (Chief Executive Officer) BEHESTE(TTHAES) 1/1
Mr. YE Xingan @A 1/1
Mr. CHEN Tieshen R B S A 1/1
Ms. DENG Chengying BiEm At 1/1
Independent Non-Executive Director BUHHITESE

Mr. ZHU Jiusheng HNBEE 0/1
Mr. WANG Jing FaksE 1/1
Ms. HU Gin Ing BT L+ 11

Investor Relationship and Communication

The Company strives to achieve a high level of transparency in communicating
with shareholders and the investment community at large. Briefings and
meetings with institutional investors and analysts are conducted at opportune
times. The Company is committed to continuing to maintain an open and
effective investor communication policy and to update investors on relevant
information on its business in a timely manner, subject to relevant regulatory
requirements. In order to ensure effective, clear and accurate communications
with the investors and analysts, all corporate communications are arranged
and handled by the executive directors with the assistance of an independent
corporate communication firm and designated senior executives according
to established practices and procedures of the Company. The Company has
announced results of the year under review in a timely manner.

Constitutional Documents

During the year ended 31 December 2016, there were no changes to the
constitutional documents of the Company.

The memorandum and articles of association of the Company is available on
the websites of the Company and the Stock Exchange.
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Directors’ and Auditor’s Responsibilities for the Consolidated
Financial Statements

The Directors are responsible for the preparation of consolidated financial
statements which give a true and fair view. In preparing such consolidated
financial statements, it is fundamental that appropriate accounting policies are
selected and applied consistently.

The auditor’s responsibility is to express an independent opinion, based on their
audit, on those consolidated financial statements and to report their opinion
to the shareholders of the Company, as a body, and for no other purpose. The
auditor does not assume responsibility towards or accept liability to any other
person for the contents of the independent auditor’s report.

The Directors acknowledge their responsibilities for the preparation of the
consolidated financial statements for each financial year which give a true and
fair view of the state of affairs of the Group and of results and cash flows for that
year. In preparing the consolidated financial statements for the year ended 31
December 2016, the Directors have selected suitable accounting policies and
applied them consistently; adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards and Interpretations; made
adjustments and estimates that are prudent and reasonable; and have prepared
the consolidated financial statements on the going concern basis. The Directors
also ensure the timely publication of the consolidated financial statements of
the Group.

Auditor’s Remuneration

The fee in respect of audit and non-audit services provided to the Group by independent
auditor for the year ended 31 December 2016 amounted to RMB2,569,000
(2015: RMB2,737,000) and RMB274,000 (2015: RMB271,000) respectively.
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Independent Auditor’s Report

B 2B EN R S

Deloitte.
=E)

TO THE SHAREHOLDERS OF
LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of LVGEM (China) Real
Estate Investment Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 65 to 157, which
comprise the consolidated statement of financial position as at 31 December
2016, and the consolidated statement of profit or loss, consolidated statement
of profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2016, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

58 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED

Annual Report 2016

®g - BERSSEET
EBEIEE8HR
ARG ES— L35

Deloitte Touche Tohmatsu
35/F, One Pacific Place
88 Queensway

Hong Kong

>
B (FER)BEREERDARR
(RHASFEEMRLZBERRTF])

=z
=

AR BN (AT A8 3 ) E | PN 652 157 A 4%
S(PEDMEREERAFT(ATEREIEAR]) REME
ARATERE EEE DGR B®RE - IhEAMER
REFER-Z-RET A=+ HORAEMBR K
HEEZ P LFENGFARERR GeBakAt2EK
#HE SARDEPHRNEARSRER  URTESRS
BRI E M H oA R -

HMRR  ZEEAUBHRRCBEFESHMAS(E
BRI ARG )R ZCEBMBIREER) ([HEHB
BWERAMDEEMAFHRRT BRER-ZT—RE+
AT HZGEPBHARAEEREZ A ILFE 24
EUBRALEGAREDRE LB BTEB(RRIEDD
ZHRBEREMEERE

ERNER

BARBET LGN OGRMAEBEEL) (FEE
FHERAIDETER - ROIEZSER TR EAERMINR
ENRBEIRBRGE M BRRARENEE—EHRE—
SRR - RIBFE ST AGNBESTRER TR T
1) MBI EEE YEEETETEMER
BIE - HMEE - RMMESHNBRREERT R LEE
REMNELE RIROERE -

BAREREIR

RIBRMOFZHE - BRBEZFE/BAIFLNARE
MiRAMBHRRPTREZNEE - RMIEBREREGSY
BREREAUIEBRRMNE RRERB I E SR - AT
ERUEEREFERSR -



KEY AUDIT MATTERS (Contd)

Key audit matter
Valuation of investment properties

We identified the valuation of investment properties as a key audit matter
as they represented 47% of the Group’s total assets, combined with the
judgements associated with determining the fair value.

As disclosed in note 13 to the consolidated financial statements, the fair value of
completed investment properties and investment properties under development
amounted to approximately RMB11,274,253,000 and RMB952,764,000
respectively as at 31 December 2016 and an increase in fair value recognised
in profit or loss amounted to approximately RMB247,498,000 in aggregate for
the year then ended. The completed investment properties were located in
Shenzhen and Suzhou, while the investment properties under development
were located in Shenzhen.

As set out in note 4 to the consolidated financial statements, the Group’s
investment properties were stated at fair value based on the valuation
performed by independent professional valuers (“Valuers”). As disclosed in
note 13 to the consolidated financial statements, the fair value of completed
investment properties and investment properties under development have been
arrived at using income capitalisation approach and market-based approach,
respectively, which were dependent on certain key inputs and assumptions
in respect of prevailing market conditions such as capitalisation rate and daily
market rent for income capitalisation approach, gross development value and
developer’s profit for market-based approach.

How our audit addressed the key audit matter
Our procedures in relation to the valuation of investment properties included:
o Evaluating the competence, capabilities and objectivity of the Valuers;

o Obtaining an understanding of the valuation processes and significant
assumptions to assess if these approaches meet the requirements of
HKFRSs and industry norms;

o Evaluating the appropriateness of the valuation methods applied by the
Valuers, in particular the valuation techniques and the capitalisation
rate, based on our knowledge of the property markets in the People’s
Republic of China (the “PRC"); and

° Assessing the reasonableness of other valuation inputs and source
data, including daily market rent for income capitalisation approach,
gross development value and developer’s profit for market—based
approach, by comparing these estimates, on a sample basis, to entity-
specific information such as rental income, tenancy summary, capital
expenditures details and size of the investment properties, as well as
market data based on our knowledge of the property markets in PRC.
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KEY AUDIT MATTERS (Cont'd)

Key audit matter

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

We identified the assessment of net realisable value of properties held for sale
and properties under development for sale as a key audit matter due to the
significant judgement involved in the determination of net realisable value (the
“NRV”) of these properties.

The Group had properties under development for sale of approximately
RMB3,977,425,000 and properties held for sale of approximately
RMB1,556,050,000 (collectively referred to as “Properties for Sale”) as at 31
December 2016, which are situated in the PRC and Hong Kong.

As disclosed in note 4 to the consolidated financial statements, the directors
of the Company determined the NRV of the properties held for sale by using
prevailing market data such as most recent sale transactions and market survey
reports available from independent qualified professional valuers, and internal
estimates of costs based on quotes by suppliers, and the NRV of the properties
under development for sale was determined by using estimates of future cash
flows to be derived from these properties. These estimates require judgement
as to the anticipated sale prices by reference to recent sale transactions
in nearby locations, marketing costs (including price discounts required to
stimulate sales) and the excepted costs to completion of properties, the legal
and regulatory framework and general market conditions.

An impairment loss of properties held for sale amounting to RMB20,506,000
was recognised in the consolidated statement of profit or loss for the year ended
31 December 2016.

How our audit addressed the key audit matter

Our procedures in relation to assessment of the NRV of the Properties for Sale
included:

o Performing sensitivity analysis to identify the impact that changes in
key inputs such as the estimated future selling prices have on the NRV
of the Properties for Sale;

o Assessing the appropriateness of the estimated future selling prices
of the Properties for Sale, on a sample basis, by comparing them
to transaction prices of similar properties in the nearby or relevant
locations, or actual selling price of properties sold subsequent to the
end of the reporting period in the same project or relevant locations,
based on our knowledge of the property markets in the PRC and Hong
Kong; and

° Challenging the Group’s forecast of construction cost, on a sample
basis, by comparing to the construction costs for similar units and
against signed contracts or quotes with subcontractors.
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KEY AUDIT MATTERS (Contd)

Key audit matter
Revenue recognised from sales of properties

We identified revenue recognised from sales of properties as a key audit
matter as the revenue from sales of properties is significant to the consolidated
statement of profit or loss and there is judgement involved in determining the
appropriate point at which to recognise revenue from sales of properties.

As disclosed in “Revenue recognition” paragraph under note 3 to the
consolidated financial statements, revenue from sales of properties is
recognised when the respective properties have been completed and delivered
to the buyers and other criteria set out in that note have been met. The Group
recognised revenue of RMB3,956,426,000 from its property development and
sales segment for the year ended 31 December 2016, which is disclosed in
note 5 to the consolidated financial statements.

How our audit addressed the key audit matter

QOur procedures in relation to revenue recognised from sales of properties
included:

o Assessing the management’s control over the point of time at which
revenue from sales of properties is recognised by obtaining an
understanding of the management's control process and testing the
control on a sample basis; and

° Reviewing the terms stated in the sales and purchase agreements, on
a sample basis, and obtaining evidence regarding the completion and
the delivery of properties, on a sample basis, including completion
certificates and delivery notices, to assess whether the criteria for
revenue recognition set out in “Revenue recognition” paragraph under
note 3 to the consolidated financial statements have been met.

Provision for land appreciation tax

We identified the provision for land appreciation tax (“LAT”) as a key audit
matter since the implementation and settlement of this tax varies among
various tax jurisdictions in cities of the PRC, and the Group has not finalised
certain LAT calculation and payments with local tax authorities in the PRC.
Accordingly, significant judgement is required in determining the amount on
the appreciation of land value and its related LAT.

LAT is prepaid when properties are pre-sold to the buyers and is provided
when properties are delivered to the buyers and revenue is recognised. As
disclosed in note 9 to the consolidated financial statements, LAT amounting
to RMB691,995,000 was recognised in the consolidated statement of profit
or loss for the year ended 31 December 2016. As disclosed in note 4 to the
consolidated financial statements, the Group recognised LAT based on the
management’s best estimates according to the understanding of the tax rules,
which are determined by the appreciation of land value. The amount of the land
appreciation is determined with reference to estimated proceeds of the sales
of properties less the estimated deductible expenditures, including the cost of
land use rights and all property development expenditures.
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Independent Auditor’s Report
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KEY AUDIT MATTERS (Cont'd)
How our audit addressed the key audit matter
Our procedures in relation to the provision for LAT included:

o Involving our tax specialists in the PRC to assess the accuracy of the
land appreciation amount calculations based on their knowledge of
the relevant tax rules and regulations, in particular to the LAT rate
announced by the State Administration of Taxation in the PRC; and

o Evaluating the estimated proceeds of the sales of properties and
estimated deductible expenditures, adopted by the management by
comparing their estimates made in previous years to actual results as
well as current year’s estimates.

OTHER INFORMATION

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

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

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

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

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA and the disclosure 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.
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In preparing the consolidated financial statements, the directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

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

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

Independent Auditor’s Report
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Independent Auditor’s Report

B 2B EN R S

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

° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements.

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

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

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

The engagement partner on the audit resulting in the independent auditor’'s
report is Yuen Wing Hang.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
16 March 2017
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

Consolidated Statement of Profit or Loss

mEBEER

2016 2015
—E-RE —ZT—RF
NOTES RMB’000 RMB’000
Ktat ARET T ARBFT

Revenue = 5 4,590,162 1,210,270
Cost of sales SHERZAR (2,294,209) (574,887)
Gross profit EF 2,295,953 635,383
Other income, other gains and losses HiW A ~ Efblzs R EE 6 108,448 87,336
Selling expenses HERX (58,293) (56,501)
Administrative expenses THRX (348,696) (239,059)
Fair value changes on investment properties 3 &WEM AR BES 13 247,498 426,816
Fair value changes on derivative TTESRT AN AR BEED

financial instruments 36 15,022 =
Finance costs BhE R AN 7 (406,500) (262,868)
Share of results of joint ventures EihEERREE 9 (30)
Profit hefore tax BB AT B F 8 1,853,423 591,077
Income tax expense SR 9 (1,044,757) (166,492)
Profit for the year FERR 808,666 424,585
Profit for the year attributable to: BLTFATEEFERF :

Owners of the Company Vi N/NGT 802,297 417,780

Non-controlling interests IEFERSAE 6,369 6,805

808,666 424,585
RMB cents RMB cents
AR5 ARES

Earnings per share attributable to the owners of

the Company during the year FEARTRREEERER 12

- Basic —Ex 17.09 10.55

— Diluted —#58 9.81 5.66
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FEBRBERAMRERER

2016 2015
—E-REF —ZT—HhF
RMB’000 RMB’000
ARET T ARETT
Profit for the year FEREA 808,666 424,585
Other comprehensive income (expense) Hit 2wk (BI)
Items that may be subsequently reclassified to AR ESEH P EEEH2HER :
profit or loss:
Exchange differences arising on translation EHEARNBE=Z 2,979 (19,500)
Fair value changes on available-for-sale HEHERE AR BEES(NGRHRE)
investments, net of tax 163,336 =
Other comprehensive income (expense) for FEHMEEmWEBEX)
the year 166,315 (19,500)
Total comprehensive income for the year FEIPHENSHAE 974,981 405,085
Total comprehensive income attributable to: UTFATEE2EKEERE :
Owners of the Company RAERRER 967,927 401,935
Non-controlling interests FEFEAAE RS 7,054 3,150
974,981 405,085
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At 31 December 2016
RZZE—RFF+-A=1+—8H

Consolidated Statement of Financial Position

RS T S

2016 2015
—E—REF —ZT—RF
NOTES RMB’000 RMB’000
Ktat ARET T AREFIT
Non-current assets ERBEE
Investment properties "EYE 13 12,227,017 11,973,452
Property, plant and equipment ME - WEREE 14 294,188 333,422
Goodwill FEE 15 231,602 231,602
Interests in joint ventures TN NN 16 528,384 525,393
Available-for-sale investments A ERE 17 561,048 343,267
Deferred tax assets RERIAEE 18 190,151 199,785
Deposits paid for acquisition of equity interests ~ UxBERZ#E 2 B i & 19 210,000 =
Deposits paid for acquisition of property, WEEM¥ - BB RREZEMES
plant and equipment 19 156,776 =
14,399,166 13,606,921
Current assets REEE
Properties under development for sale BRAFEME 20 3,977,425 2,109,719
Properties held for sale FEYE 21 1,556,050 3,293,741
Other inventories iz & 22 1,006 914
Accounts receivable FEURBRTR 23 16,536 102,210
Deposits paid, prepayments BftES - EAKIE
and other receivables e HAth fE U kI8 24 1,234,783 1,941,469
Tax recoverable AT UG B F R 8,316 88,950
Other current assets HEtmehEE 25 200,000 80,000
Restricted bank deposits ZRFIRITFER 26 1,738,990 1,253,444
Bank balances and cash RITHEBRIRE 27 2,792,246 1,514,559
11,525,352 10,385,006
Current liabilities REBE
Accounts payable JEBRFR 28 921,438 1,102,296
Accruals, deposits received and other payables FEE+EF « B Ui S [ B FET 38 29 546,538 3,944,349
Tax liabilities HIBEE 768,146 470,507
Borrowings BTy 30 3,580,323 1,676,275
5,816,445 7,193,427
Net current assets RBEETFE 5,708,907 3,191,579
Total assets less current liabilities BEERREBAE 20,108,073 16,798,500
Non-current liabilities kARBEE
Convertible bonds AP E A 36(a) 559,186 =
Derivative financial instruments PTESRMIT A 36(b) 120,496 =
Borrowings B8 30 7,836,944 6,557,606
Deferred tax liabilities FIEFIBEE 18 2,393,783 2,267,724
10,910,409 8,825,330
Net assets EERE 9,197,664 7,973,170

BE(FE)BERABRAF

T NEER
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Consolidated Statement of Financial Position

E AR Rk

At 31 December 2016

RZZE—R"F+=-—A=1+—H

2016 2015
—E-REF —ZT—HhF
NOTES RMB’000 RMB’000
HtaE ARET T ARET T

Capital and reserves BAREE
Share capital B& 7R 31 39,115 39,115
Reserves s 32 8,925,397 7,841,962
Equity attributable to owners of the Company "2 RIAR SR FE(G#EzS 8,964,512 7,881,077
Non-controlling interests FEFER R = 233,152 92,093
Total equity R 9,197,664 7,973,170

The consolidated financial statements on pages 65 to 157 were approved and
authorised for issue by the board of directors on 16 March 2017 and are signed
on its behalf by:

HUANG Jingshu
EHWE
DIRECTOR
S
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

Consolidated Statement of Changes in Equity

mEED

Atributable to owners of the Company

BE)R

RARREEER
Convertible Investment Share Non-
Share Share  preference Other  Exchange  revaluation option  Statutory  Retained controlling
capital ~ premium shares 'eSeVe feseve  reserve reseve  resemve profts Total ~interests  Total equity
TR RE
ke ReRE  ExR 0 AtBE  EXGBE  EREE BRERE icRE  REEA &t FeREs EREE
RMBOO0 ~ RMB000  RMB'00O RMBOO0  RMB000  RMB'0O0  RMB'OO0  RMBOO0  RMB'000  RMB'0O0  RMB'OO0  RMB'00O
ARETT ARETT ARETR ARMTT ARBTR ARMTT ARBTR ARMTT ARBTR ARMTT ARETR ARMTI
Balance as at 1 January 2015 R-E-R%-A-BH&R 3033% 48258 599114 (9768021) 15924 - - 4719 6339001 8009418 68230 8077648
Profit for the year EERF = = = - - - - - 47R0 417780 6800 42458
Bichange differences arising on frenslaion Y B HAEEE - - - - (158) - - - - (5%45)  (3655)  (19500)
Total comprehensive (expense) incomefor — FERE(F) NalE
the year = = = - (1584) = - - 47780 40193 3150 405,085
Deemed distrbution on acquisiton ofajoint~ ${EA BB E B AR
venture from Mr. Wong Hong King NG - - - 9,200) - - - - - 020 - (920
Non-controllng interestarising on acquisiton ~ WEHBATEA&ERIER
of subsiciares (note 34(b) (Biztte) - - - - - - - - - - W40 48400
Effectof the Disposals (defined in note 32~ HEZEZ Y& (RERH:2Y) - - - (10%%) 63638 - - - -3 113 (@7
Efect of the Transaction (defined in note 32~ %5 2 & (53 MH) - - - (138231) - - - - - (1312373) - (1382373)
Avising from issue of placing shares (note 31) R TRERATES
(Hi31) 6,719 1476557 - - - - - - - 1483336 - 148333%6
Transfer of satutory reserve EftTHA - - - - - = = 7894 (78%) - - -
Dividend declared and made (note 11) BERREMNRE W) - - - - - - - - (5826%) (58269)  (16360)  (599,05)
Balance & at 31 December 2015 RZE-RETZA=-BH
b 015 629142 599114 (11,262576) 63,717 - - 66373 6716192 7881077 92093 7973170
Profitfor the year EERH = = = = - - - - 8A 8027 6369 808666
Fair valug changes on avallable-for-sale MHEERER/ AL EREED
investments, net of tax (MR = = - - - 16333% - - - 163336 - 1633%
Exchange differences arising on translation B R EARAEEE - - - - 2,94 - - - - 209 685 2979
Total comprehensive income for the year B2 ENEEE - - - - 209 1633% - -8l %79 705 974981
Acquistton of non-controling inferests WESHERER (22 T X)
(note below) - - - 21220 - - - - - 220  (2120) =
Capital contribution by a non-contralling i U WA
shareholder of a subsidiary - - - - - - - - - - 16125 161,225
Recogntion of equity-setied share-based RS RGN
paymens (note 37) B(li#37) - - - - - - 128404 - - 128404 - 12840
Transfer of statutory reserve aitrEE - - - - - - - 8L04  (81004) - - -
Dividend declared and made (note 11) BERREMNRE W) - - - - - - - - (ol (o116 - (d0]16)
Balance & at 31 December 2016 REE-NETA=T-Bf
b 0115 629142 599114  (11233%) 66011 163336 128404 147427 7397319 8964512 233152 9197664
Note: During the year ended 31 December 2016, the Group and the non-controlling Wit BEZF-—AF+-A=1+—BLEFE  AEEREIIH

shareholder of Shenzhen Yijia Industrial Development Company Limited (“Yijia"),
a non-wholly-owned subsidiary of the Group, have made additional capital
contribution to Yijia. Subsequent to the contribution, the equity interests of Yijia held
by the Group increased from 75% to 89%. The difference between the amounts
paid for acquisition of an additional interest in a subsidiary and the carrying amount
of non-controlling interests being acquired is included in other reserve.

EEXRRAEBRAF(EE]  BAKEF2EMBRR)
IR E MR EELRINEE < )XEBR - ARER
B 2 EMRIERT5%IE E=89% o BB B 1~ AIFEIMER
22 &R AR SRR R R E(ER 2 ZRERA

H AR -
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Consolidated Statement of Cash Flows

GEBRERER

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

2016 2015
—E-RF —T—hF
RMB’000 RMB’000
AR¥TR AREFIT
Operating activities REED
Profit before tax MR AT & F 1,853,423 591,077
Adjustments for: FHEIER -
Depreciation and amortisation e R 39,934 52,687
(Gain) loss on disposal of property, plant and HEWE - R REEN (W)
equipment BB (1,554) 86
Gain on disposal of investment properties HEREYEN K (4,968) (46,230)
Fair value changes on investment properties BEMEN AR EEE (247,498) (426,816)
Fair value changes on derivative financial instruments PTEERTENAABEEZS) (15,022) -
Share of results of joint ventures e NI 9 30
(Reversal of) impairment loss recognised on (B [E) B e el B R B E 1R
accounts receivable (39) 59
Equity-settled share-based payments VARR #E #5 E DA R 2 ~H R IE 128,404 -
Recovery of other receivables written-off T84 1B HL b 8 U RN TE i £ (49,561) (8,363)
Write-down on other receivables TR L A FE U TR - 19,627
Impairment loss on properties held for sale SEMERREREE 20,506 -
Interest income B WA (30,663) (23,243)
Gain on disposal of a subsidiary HE—RWB A RS (18,340) =
Investment income FERKA (1,434) (12,511)
Dividend income & B A - (5,040)
Finance costs RbE PR AN 406,500 262,868
Operating cash flows before movements in EEECHFFNLERSRE
working capital 2,079,697 404,231
Decrease (increase) in properties under development for 2R IFEYE RFEWER LD
sale and properties held for sale (3&m) 696,785 (508,339)
(Increase) decrease in other inventories Bt iE S (32 h0) 5 4 (92) 1,097
Decrease (increase) in accounts receivable, deposits BUERR - BEfES - EAFIER
paid, prepayments and other receivables oAt e Wk E R A (38 0) 644,848 (722,840)
(Decrease) increase in accounts payable, accruals, RN - BT ER - EldEE R
deposits received and other payables ot A FRIE OBk A )18 hn (3,578,744) 2,680,067
Cash (used in) from operations KESEE (TR FTISMIR S (157,506) 1,854,216
Income taxes paid B TS (585,236) (381,780)
Net cash (used in) from operating activities ®wETEEH (TR MERESFE (742,742) 1,472,436
Investing activities REEH
Acquisition of subsidiaries (note 34) W BE B B A R (Aa£34) (606,837) (145,187)
Purchase of other current assets BEEMRBEE (521,000) (9,000)
Deposits paid for acquisition of equity interests WHERRE 2 B[R ® (210,000) =
Deposits paid for acquisition of property, g - BEMEREZE ES =
plant and equipment (153,482)
Additional costs of investment properties 1B Y 2 BAINK AN (26,270) (78,503)
Purchase of property, plant and equipment BEWME - BEKE (20,370) (11,844)
Proceeds from disposal of other current assets HEHEMRENEEMESRIE 402,434 273,221
Proceeds from disposal of investment properties HEREMEEHIE 25,171 190,403
Proceeds from disposal of property, plant and equipment HE¥ZE - RE &R EE KB 21,192 86
Placement of restricted bank deposits FRZRFIRITER (6,044,884) (757,331)
Advances to related companies B YNCIF IR E=EN (623,923) (1,099,619)
Placement of short-term time deposits with maturity TR =EA U L EBE—FREHA
beyond three months but within one year SR REE N (200,000) =
Advance to a joint venture m—RH& &R E TR (3,000) (3,346)
Withdrawal of restricted bank deposits REVZ R HIERTTE R 5,559,339 264,433
Repayment from related companies BERENAFIE 821,040 364,125
Interest received BHFIE 30,663 23,243
Net cash inflow (outflow) on disposal of subsidiaries HEWNBRARRESRACRL ) FEE
(note 35) (H1#£35) 54,759 (16,139)
Dividend income received BB U A - 5,040
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For the year ended 31 December 2016
HE-Z—"Ft+-_A=1+—HIFE

Consolidated Statement of Cash Flows
n'l = EE, 7 /)lb ‘13«%

2016 2015
=E-RE —T—hHF
RMB’000 RMB’000
ARETR ARBTT
Net cash used in investing activities RETBMARSTFE (1,495,168) (1,000,418)
Financing activities REEE
Repayments of borrowings BEEE (2,427,484) (4,407,414)
Interest paid BAFFE (650,021) (593,928)
Dividend paid BT R (40,116) (16,360)
Transaction costs on issue of convertible bonds BT ER 2 R B (8,084) =
Proceeds from new borrowings %ﬁ%ﬁ%%ﬁﬁ%?ﬂlﬁ 2,985,171 4,503,417
Proceeds from issue of a domestic corporate bond BITHERNRARESATSHIE 2,600,000 =
Proceeds from issue of convertible bonds BT IR RES PSR 694,132 -
Capital contribution by a non-controlling 3H SIRARER A — B AR Z HE
shareholder of a subsidiary 161,225 =
Net cash outflow arising from the Transaction ZRPEENRESRHIFRE
(defined in note 32 (iii)) (e RMaE32(i) - (1,342,373)
Proceeds from issue of share capital BITIRA TS IR = 1,483,336
Net cash from (used in) financing activities BEEHME(FFA)NRSFEHE 3,314,823 (373,322)
Net increase in cash and cash equivalents ReRBESEEYIEMTE 1,076,913 98,696
Effect of foreign exchange rate changes HNEERSBNWHE 774 1,235
Cash and cash equivalents at beginning of the year FHEESRRESEEY 1,514,559 1,414,628
Cash and cash equivalents at end of the year FRESRRSEEY 2,592,246 1,514,559
Represented by: g -
Bank balances and cash IRITHEBREIES 2,792,246 1,514,559
Less: Fixed deposits with original maturity date B REHAAZR=EANEH
more than three months XN (200,000) -
2,592,246 1,514,559
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GENERAL

The Company is a company incorporated in the Cayman Islands with
limited liability and its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses
of the Company'’s registered office and principal place of business are
PO Box 1350, Clifton House, 75 Fort Street, Grand Cayman KY1-1108,
Cayman Islands and Suites 1701-1703, 17/F., Dah Sing Financial
Centre, 108 Gloucester Road, Wanchai, Hong Kong respectively. Its
immediate holding company is China LVGEM Property Holdings Limited
(“China LVGEM”), a company incorporated in the Cayman Islands with
limited liability and its ultimate holding company is Go Great International
Limited, a company incorporated in the British Virgin Islands with limited
liability. Its ultimate controlling party is Mr. WONG Hong King (“Mr.
Wong"), father of Ms. HUANG Jingshu, the Chairman of the Company,
and Mr. HUANG Hao Yuan, the Executive Director of the Company.

The Company acts as an investment holding company. The activities of
its principal subsidiaries are set out in note 46.

The consolidated financial statements are presented in Renminbi
(“RMB™), which is also the functional currency of the Company.

APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)

Amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following amendments to HKFRSs issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA") for
the first time in the current year:
Amendments to HKFRS 11 Accounting for Acquisitions of

Interests in Joint Operations
Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 and Clarification of Acceptable Methods

HKAS 38 of Depreciation and Amortisation
Amendments to HKAS 16 and Agriculture: Bearer Plants
HKAS 41

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Investment Entities: Applying the
Consolidation Exception

Amendments to HKFRSs Annual Improvements to HKFRSs

2012 — 2014 Cycle

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

New and amendments to HKFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to
HKFRSs that have been issued but are not yet effective:
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2. APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

New and amendments to HKFRSs in issue but not yet effective (Cont'd)

e VI HRAR M
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BHREEN DREEBMBRELEL 2
CHENE )

BN R EN I BB RS AR E R
B EAZ BT AR(H)

HKFRS 9 Financial Instruments!

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

HKFRS 16 Leases?

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 10

and HKAS 28

Amendments to HKAS 7

Amendments to HKAS 12

PR O

Classification and Measurement of
Share-based Payment Transactions!
Applying HKFRS 9 Financial Instruments

with HKFRS 4 Insurance Contracts!

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

Disclosure initiative*

Recognition of Deferred Tax Assets for
Unrealised Losses*

Effective for annual periods beginning on or after 1 January 2018.
Effective for annual periods beginning on or after 1 January 2019.
Effective for annual periods beginning on or after a date to be determined.
Effective for annual periods beginning on or after 1 January 2017.
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APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont'd)

HKFRS 9 Financial Instruments

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

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

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

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

The directors of the Company anticipate that the application of HKFRS
9 in the future may have a material impact on the amounts reported and
disclosures made in the Group’s consolidated financial statements. The
Group’s available-for-sale investments with the balance amounted to
RMB561,048,000 which is stated at fair value, will either be measured
at fair value through profit and loss or be designated as FVTOCI (subject
to fulfilment of the designation criteria). In addition, the expected credit
loss model may result in early provision of credit losses which are not yet
incurred in relation to the Group’s financial assets measured at amortised
cost. However, it is not practicable to provide a reasonable estimate of
the effect of HKFRS 9 until the Group performs a detailed review.
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APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont'd)

HKFRS 15 Revenue from Contracts with Customers

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

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. Specifically, the
Standard introduces a 5-step approach to revenue recognition:

FERAMRIERVMBREEN(HFEY
BREZN DREBVBHRELER 2
CHENE )

ERIBHRELERNEISHRRETF SN RS

FBMBRELERFISHSIE —HE -2 EEAM
ERRAFBETPANMEE 2 WA - RES
MG REEFISRERL - ERBRARBFHNE
BEERIEIS M BE G EAFIREE
BRI RAERE WS iERIES -

BFBMBRELEF IS5 220 RASERARER
ftAEFPEEARERIRB 2B HmEE &8
fEREE R ZERAANIMZEFE R R AR
BSZRE - ABmE - ZER5 AREERYK S
LR

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

. Step 2: Identify the performance obligations in the contract o EZN BRGNP ZBHET

. Step 3: Determine the transaction price o FE=5 BEXRSE

. Step 4: Allocate the transaction price to the performance . FH  BRGEHEEANF ZBHERE

obligations in the contract

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

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

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

The directors of the Company anticipate that the application of HKFRS
15 in the future may result in more disclosures, however, the directors
of the Company do not anticipate that the application of HKFRS 15 will
have a material impact on the timing and amounts of revenue recognised
in the respective reporting periods.
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APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont'd)

HKFRS 16 Leases

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

HKFRS 16 distinguishes leases and service contracts on the basis of
whether an identified asset is controlled by a customer. Distinctions of
operating leases (off balance sheet) and finance leases (on balance
sheet) are removed for lessee accounting and is replaced by a model
where a right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees (i.e. all on balance sheet), except for
short-term leases and leases of low value assets.

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

Under HKAS 17, the Group has already recognised an asset and a
related finance lease liability for finance lease arrangement and prepaid
lease payments for leasehold lands where the Group is a lessee. The
application of HKFRS 16 may result in potential changes in classification
of these assets depending on whether the Group presents right-of-use
assets separately or within the same line item at which the corresponding
underlying assets would be presented if they were owned.

In contract to lessee accounting, HKFRS 16 substantially carries forward

the lessor accounting requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.
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APPLICATION OF NEW AND AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont'd)

HKFRS 16 Leases (Cont'd)

As at 31 December 2016, the Group has non-cancellable operating lease
commitments of RMB122,589,000 as disclosed in note 41. A preliminary
assessment indicates that these arrangements will meet the definition
of a lease under HKFRS 16, and hence the Group will recognise a right-
of-use asset and a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases upon the application
of HKFRS 16. The new requirement to recognise a right-of-use asset
and a related lease liability is expected to have a significant impact on
the amounts recognised in the Group’s consolidated financial statements
and the directors are currently assessing its potential impact. However, it
is not practicable to provide a reasonable estimate of the financial effect
until the Group performs a detailed review.

Except those mentioned above, the directors of the Company anticipate
that the application of other new standards and amendments to HKFRSs
will have no material impact on the consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared on the
historical cost basis except for investment properties, available-for-sale
investments and derivative financial instruments that are measured
at fair values at the end of each reporting period, as explained in the
accounting policies set out below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

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

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

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

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

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

or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

The significant accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company and
its subsidiaries. Control is achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its involvement
with the investee; and

o has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an investee if facts and

circumstances indicate that there are changes to one or more of the
three elements of control listed above.
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SIGNIFICANT ACCOUNTING POLICIES (cont'a)
Basis of consolidation (Cont'd)

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

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

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

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

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries
that do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group'’s relevant components of equity including reserves and the non-
controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between the amount by
which the non-controlling interests are adjusted after re-attribution of the
relevant entity component, and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of the
Company.

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

3.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the acquisition-
date fair values of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as
incurred.

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value, except that:

- deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured in
accordance with HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively;

- liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 Share-based Payment at the
acquisition date (see the accounting policy below); and

- assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are measured in accordance with that
standard.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree,
and the fair value of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable assets acquired
and the liabilities assumed as at acquisition date. If, after re-assessment,
the net of the acquisition-date amounts of the identifiable assets acquired
and liabilities assumed exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree and the
fair value of the acquirer's previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership interests and entitle
their holders to a proportionate share of the relevant subsidiary’s net
assets in the event of liquidation may be initially measured either at
fair value or at the non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net assets. The choice
of measurement basis is made on a transaction-by-transaction basis.
Other types of non-controlling interests are measured at their fair value.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Merger accounting for common control combinations

The consolidated financial statements incorporate the financial statement
items of the combining entities as if they had been combined from the
date when the combining entities first came under the control of the
controlling party.

The net assets of the combining entities are consolidated using the
existing book values from the controlling parties’ perspective. No amount
is recognised in respect of goodwill or bargain purchase gain at the time
of common control combination.

The consolidated statement of profit or loss includes the results of each
of the combining entities from the earliest date presented or since the
date when the combining entities first came under the common control,
where this is a shorter period.

The comparative amounts in the consolidated financial statements are
presented as if the entities had been combined, unless the combining
entities first come under common control at a later day.

Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities that do not
constitute a business, the Group identifies and recognises the individual
identifiable assets acquired and liabilities assumed by allocating the
purchase price first to the financial assets and financial liabilities at the
respective fair value, the remaining balance of the purchase price is
then allocated to the other individual identifiable assets and liabilities
on the basis of their relative fair values at the date of purchase. Such a
transaction does not give rise to goodwill or bargain purchase gain.

Goodwill

Goodwill (see the accounting policy above) is carried at cost as
established at the date of acquisition of the business less accumulated
impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of
the Group’s cash-generating units (or groups of cash-generating units)
that is expected to benefit from the synergies of the combination, which
represents the lowest level at which the goodwill is monitored for internal
management purpose and not larger than an operating segment.

A cash-generating unit (or group of cash-generation units) to which
goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generation units) to which goodwill has
been allocated is tested for impairment before the end of that reporting
period. If the recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill and then to the other assets on a pro-
rata basis based on the carrying amount of each asset in the unit (or
group of cash-generation units).

On disposal of the relevant cash-generating unit, the attributable amount
of goodwill is included in the determination of the amount of profit or loss
on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Investments in joint ventures

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 joint
arrangement. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing control.

The results and assets and liabilities of joint ventures are incorporated
in these consolidated financial statements using the equity method of
accounting. Under the equity method, an investment in a joint venture is
initially recognised in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s share of the profit
or loss and other comprehensive income of the joint venture. When the
Group’s share of losses of a joint venture exceeds the Group’s interest
in that joint venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the joint venture),
the Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the joint
venture.

An investment in a joint venture is accounted for using the equity
method from the date on which the investee becomes a joint venture.
On acquisition of the investment in a joint venture, any excess of the
cost of the investment over the Group’s share of the net fair value of
the identifiable assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the Group’s
investment in a joint venture. When necessary, the entire carrying
amount of the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 Impairment of Assets as a single asset
by comparing its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

When the Group reduces its ownership interest in a joint venture but
the Group continues to use the equity method, the Group reclassifies to
profit or loss the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that reduction in
ownership interest if that gain or loss would be reclassified to profit or
loss on the disposal of the related assets or liabilities.

When a group entity transacts with a joint venture of the Group, profits
and losses resulting from the transactions with the joint venture are
recognised in the Group’s consolidated financial statements only to the
extent of interests in the joint venture that are not related to the Group.
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SIGNIFICANT ACCOUNTING POLICIES (conta)
Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates
and other similar allowances.

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

Revenue from the sales of goods is recognised when the goods are
delivered and titles have passed.

Specifically, revenue from sales of properties in the ordinary course
of business is recognised when the respective properties have been
completed and delivered to the buyers. Deposits and instalments
received from purchasers prior to meeting the above criteria for revenue
recognition are included in the consolidated statement of financial
position under current liabilities.

Revenue from hotel operation is recognised when the relevant services
are provided. Property management fee income and rental related
income are recognised in profit or loss when the services are rendered.

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

Dividend income from investments is recognised when the shareholders’
rights to receive payment have been established.

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

Investment properties

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

Investment properties are initially measured at cost, including any
directly attributable expenditure. Cost incurred for investment properties
under development comprises development expenditure including
professional charges directly attributable to the development and
borrowing costs, and these costs are capitalised as part of the carrying
amount of the investment properties under development during the
development period.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Investment properties (Cont’d)

Subsequent to initial recognition, investment properties, including
completed investment properties and investment properties under
development, are measured at their fair values. Gains or losses arising
from changes in the fair value of investment properties are included in
profit or loss for the period in which they arise.

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

Property, plant and equipment

Property, plant and equipment including buildings, leasehold land
(classified as finance leases) are stated in the consolidated statement of
financial position at cost, less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s
accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their
intended use.

Depreciation is recognised so as to write off the cost of assets (other than
construction in progress) less their residual values over their estimated
useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted
for on a prospective basis.

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets. However, when there is
no reasonable certainty that ownership will be obtained by the end of the
lease term, assets are depreciated over the shorter of the lease term and
their useful lives.

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

Properties under development which are intended to be held for sale are
carried at lower of cost and net realisable value and are shown as current
assets. Cost includes the costs of land (including relocation costs),
development expenditure incurred and, where appropriate, borrowing
costs capitalised during construction period. Net realisable value is
determined based on prevailing market conditions.

Properties under development for sales are transferred to properties held
for sale upon completion of development activities, which is when the
relevant completion certificates are issued by the respective government
authorities.

Properties held for sale

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

Other inventories

Other inventories comprising consumable stores for own consumption
which are initially recognised at cost, and subsequently at the lower
of cost and net realisable value. Cost is calculated using the weighted
average method.

Impairment on tangible assets other than goodwill (see the accounting
policy in respect of goodwill above)

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

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 for which the estimates of future cash flows
have not been adjusted.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

Impairment on tangible assets other than goodwill (see the accounting
policy in respect of goodwill above) (Cont'd)

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment loss is allocated first
to reduce the carrying amount of any goodwill (if applicable) and then
to the other assets on a pro-rata basis based on the carrying amount of
each asset in the unit. The carrying amount of an assets is not reduced
below the highest of its fair value less costs of disposal (if measurable),
its value in use (if determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the assets is allocated
pro rata to the other assets of the unit. An impairment loss is recognised
immediately in profit or loss.

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 had
no impairment loss been recognised for the asset (or a cash-generating
unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

Financial instruments

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

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities are added to or deducted
from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

Financial assets are classified as available-for-sale (“AFS”) financial
assets and loans and receivables. The classification depends on the
nature and purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation
or convention in the marketplace.
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Notes to the Consolidated Financial Statements

e VI HRAR M

For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments.

AFS financial assets

AFS financial assets are non-derivatives that are either designated as
available-for-sale or are not classified as (a) loans and receivables, (b)
held-to-maturity investments or (c) financial assets at FVTPL.

Equity and debt securities held by the Group that are classified as AFS
financial assets and are traded in an active market are measured at
fair value at the end of each reporting period. Changes in the carrying
amount of AFS monetary financial assets relating to interest income
calculated using the effective interest method are recognised in profit
or loss. Dividends on AFS equity investments are recognised in profit or
loss when the Group’s right to receive the dividends is established. Other
changes in the carrying amount of AFS financial assets are recognised
in other comprehensive income and accumulated under the heading
of investments revaluation reserve. When the investment is disposed
or is determined to be impaired, the cumulative gain or loss previously
accumulated in the investment revaluation reserve is reclassified to profit
or loss (see the accounting policy on impairment loss on financial assets
below).

AFS equity investments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured are
measured at cost less any identified impairment losses at the end of each
reporting period (see the accounting policy in respect of impairment loss
on financial assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
accounts and other receivables, other current assets, restricted bank
deposits and bank balances and cash) are measured at amortised cost
using the effective interest method, less any impairment.

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest would
be immaterial.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets

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

For AFS equity investments, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence
of impairment.

Objective evidence of impairment could include:
° significant financial difficulty of the issuer or counterparty; or

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

o it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

For certain categories of financial assets, such as accounts and other
receivables, assets that are assessed not to be impaired individually are,
in addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the
Group'’s past experience of collecting payments and observable changes
in national or local economic conditions that correlate with default on
receivables.

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

For financial assets carried at cost, the amount of impairment loss
is measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods (see the
accounting policy below).

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of accounts
receivable, where the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When an account receivable is
considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to
profit or loss.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

When an AFS financial asset is considered to be impaired, cumulative
gains or losses previously recognised in other comprehensive income are
reclassified to profit or loss in the period.

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

In respect of AFS equity investments, impairment losses previously
recognised in profit or loss are not reversed through profit or loss. Any
increase in fair value subsequent to an impairment loss is recognised
in other comprehensive income and accumulated under the heading of
investment revaluation reserve.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as
either financial liabilities or as equity in accordance with the substance
of the contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

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

A financial instrument issued by a group entity, which all of the entities in the
Group have no contractual obligation to deliver cash or other financial assets
to the holders or to exchange financial assets or financial liabilities with the
holders under conditions that are potentially unfavourable to the Group, is
classified as an equity instrument and is initially recorded at the proceeds
received. Convertible preference shares issued by the Company that have
the above characteristics are classified as equity instruments.

Effective interest method

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

Financial liabilities and equity instruments (Cont'd)
Financial liabilities at amortised cost

Financial liabilities including accounts and other payables, borrowings
and liability component of convertible bonds are subsequently measured
at amortised cost, using the effective interest method.

Convertible bonds contain debt and derivative components

Conversion option that will be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed number of the
Group’s own equity instruments is a conversion option derivative.

At the date of issue, both the debt component and derivative components
are recognised at fair value. In subsequent periods, the debt component
of the convertible bonds is carried at amortised cost using the effective
interest method. The derivative component is measured at fair value with
changes in fair value recognised in profit or loss.

Transaction costs that relate to the issue of the convertible bonds
are allocated to the debt and derivative components in proportion to
their relative fair values. Transaction costs relating to the derivative
components are charged to profit or loss immediately. Transaction costs
relating to the debt component are included in the carrying amount of
the debt portion and amortised over the period of the convertible bonds
using the effective interest method.

Derivatives financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently remeasured
to their fair value at the end of the reporting period. The resulting gain
or loss is recognised in profit and loss immediately unless the derivative
is designated and effective as hedging instrument, in which event the
timing of the recognition in profit or loss depends on the nature of the
hedge relationship.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are treated as
separate derivatives when they meet the definition of a derivative, their
risks and characteristics are not closely related to those of the host
contracts and the host contracts are not measured at FVTPL. Generally,
multiple embedded derivatives in a single instrument are treated as a
single compound embedded derivative unless those derivatives related
to different risk exposures and are readily separable and independent of
each other.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Embedded derivatives (Cont'd)

Financial guarantee contracts

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

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

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

(ii)  the amount initially recognised less, where appropriate, cumulative
amortisation recognised over the guarantee period.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers the
financial asset and substantially all the risks and rewards of ownership of
the asset to another entity.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity is
recognised in profit or loss.

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

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Leasing (Cont'd)
The Group as lessee

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

Leasehold land and building

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

To the extent the allocation of the lease payments can be made reliably,
interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a straight-line
basis except for those that are classified and accounted for as investment
properties under the fair value model. When the lease payments cannot
be allocated reliably between the land and building elements, the entire
lease is generally classified as a finance lease and accounted for as
property, plant and equipment.

Borrowing costs

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

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Foreign currencies

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

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss
in the period in which they arise except for exchange differences on
monetary items receivable from or payable to a foreign operation for
which settlement is neither planned nor likely to occur (therefore forming
part of the net investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified from equity to
profit and loss on disposal or partial disposal of the Group’s interest.

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

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

In addition, in relation to a partial disposal of a subsidiary that does not
result in the Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss.

Equity-settled share-based payment transactions
Share options granted to employees

Equity-settled share-based payments to employees and others providing
similar services are measured at the fair value of the equity instrument at
the grant date.

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 equity instruments that will
eventually vest, with a corresponding increase in share option reserve.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Equity-settled share-based payment transactions (Cont'd)
Share options granted to employees (Cont'd)

At the end of each reporting period, the Group revises its estimate of
the number of equity instruments expected to vest. The impact of the
revision of the original estimates, if any, is recognised in profit or loss
such that cumulative expense reflects the revised estimate, with a
corresponding adjustment to share option reserve.

When share options are exercised, the amount previously recognised
in share option reserve will be transferred to share premium. When the
share options are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share options
reserve will be transferred to retained profits.

Retirement benefit costs

Payments to defined contribution retirement benefit plans, including
state-managed retirement benefit scheme and the Mandatory Provident
Fund Scheme, are recognised as an expense when employees have
rendered service entitling them to the contributions.

Taxation

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

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

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

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

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

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

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

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

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

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

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

Critical judgements in applying accounting policies

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

Income tax

The Group is subject to income tax in various jurisdictions. Significant
judgement is required in determining the amount of the provision of tax
and the timing of payment of the related taxation. Where the final tax
outcome is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
periods in which such determinations are made.

The Group is subject to land appreciation tax (“LAT”) in the PRC.
However, the implementation and settlement of this tax varies among
various tax jurisdictions in cities of the PRC, and the Group has not
finalised certain LAT calculation and payments with local tax authorities
in the PRC. Accordingly, significant judgement is required in determining
the amount on the appreciation of land value and its related LAT.
The Group recognised LAT based on management’s best estimates
according to the understanding of the tax rules, which are determined
by the appreciation of land value. The amount of the land appreciation
is determined with reference to estimated proceeds of the sales of
properties less the estimated deductible expenditures, including the cost
of land use rights and all property development expenditures.

During the year, the Group incurred LAT of RMB694,855,000 (2015:
RMB50,400,000) which was charged to the consolidated statement
of profit or loss as income tax expense. The directors of the Company
considered the amount charged to the consolidated statement of profit or
loss to be adequate as this is calculated according to the method which
is in compliance with the existing rules and interpretation of LAT.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (contd)

Critical judgements in applying accounting policies (Cont’d)
Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities or deferred tax assets
arising from investment properties that are measured using the fair value
model, the directors of the Company have determined that certain of
the Group'’s investment properties as at 31 December 2016 amounting
to RMB12,181,246,000 (2015: RMB11,919,159,000) situated in the
PRC are held under a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment
properties over time, rather than through sale. The presumption that the
carrying amounts of certain of the Group’s investment properties situated
in the PRC are recovered entirely through sale has been rebutted and the
deferred tax on the changes in fair value of these investment properties is
recognised according to the relevant tax rules. For remaining investment
properties amounting to RMB45,771,000 (2015: RMB54,293,000), the
presumption that the carrying amounts of these investment properties
measured using fair value model were recovered entirely through sales
was not rebutted. As a result, the Group has recognised additional
deferred tax in respect of the LAT as the property holding companies in
the PRC are subject to LAT and enterprise income tax (“EIT”) in the PRC
upon disposal of the properties.

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 may 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.

Income tax

As at 31 December 2016, a deferred tax asset of RMB23,165,000 (2015:
RMB78,403,000) in relation to unused tax losses has been recognised in
the Group’s consolidated statement of financial position. No deferred tax
asset has been recognised in respect of tax losses of RMB474,450,000
(2015: RMB104,384,000) as it is not probable that taxable profit
will be available due to the unpredictability of future profit streams.
The realisability of the deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary differences will be available
in the future. In cases where the actual future profits generated are more
than expected, additional recognition of deferred tax assets may arise,
which would be recognised in the consolidated statement of profit or loss
for the period in which it takes place.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (conta)

Key sources of estimation uncertainty (Cont'd)
Valuation of investment properties

Investment properties with the aggregate carrying amount as at 31
December 2016 of RMB12,227,017,000 (2015: RMB11,973,452,000)
are stated at fair value based on the valuation performed by independent
professional valuers. The fair value of the investment properties was
determined by reference to valuations conducted on these properties
by an independent firm of property valuers using property valuation
technigues which involve certain assumptions may result in changes in
the fair value of the Group’s investment properties and corresponding
adjustments to the changes in fair value reported in the consolidated
statement of profit or loss and the carrying amount of these properties
included in the consolidated statement of financial position.

Information about valuation techniques, inputs and key assumptions
used in the determination of the fair value of investment properties are
disclosed in note 13.

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

The directors of the Company determine the net realisable value
of completed properties held for sale with carrying amount of
RMB1,556,050,000 (2015: RMB3,293,741,000) by using prevailing
market data such as most recent sale transactions and market survey
reports available from independent qualified professional valuers, and
internal estimates of costs based on quotes by suppliers.

The assessment of directors of the Company on net realisable value
of properties under development for sale with carrying amount of
RMB3,977,425,000 (2015: RMB2,109,719,000) requires the estimates
of future cash flows to be derived from these properties. These estimates
requires judgement as to the anticipated sale prices by reference to
recent sales transactions in nearby locations, marketing costs (including
price discounts required to stimulate sales) and the expected costs to
completion of properties, the legal and regulatory framework and general
market conditions.

The Group has recognised an impairment loss amounting to
RMB20,506,000 for the year ended 31 December 2016 (2015: nil),
which was included in cost of sales. Where there is any decrease in the
estimated selling price arising from any changes to the property market
conditions in the PRC, a further loss will be recognised on the properties
held for sale and properties held under development.
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REVENUE AND SEGMENT INFORMATION

Revenue represents the income from property development, property
leasing and provision of comprehensive services, net of business tax and
other sales related taxes and after deduction of any trade discounts.

In identifying its operating segments, the executive directors of the

Wk K 2 EER
WARREMERE - MERERRHEA RBD
WA - AN R A 34 6 7 BB R A RAE
RN -

ARAATES(ETBEERRA)BEREAS

B ) AR 7% (BN A S B R E’JIEE%&HE%)%E%@
B - AEBEHE NI2ROE

Company, being the chief operating decision makers, generally follow the
Group'’s service lines, which represent the main products and services
provided by the Group. The Group has identified the following reportable

segments:

= Property development and sales: sales of properties — UEBRRIEE - WEHE

= Commercial property investment and operations: lease of —  PEVERBERLE  PEVE - BIERE
commercial properties, office premises and car parks BHEHE

= Comprehensive services: hotel operation, property management — AWK BEEE  MEEERBREM

service and others
Each of these operating segments is managed separately as each of HRZEEMRRBRISEFTETANERLKE
these products and service lines requires different resources as well as AN WRSEENDHEEREE -
marketing approaches.

Pk L6y E 3

Segment revenues and results

LAT?%ZISE BRI 28| R E R EED

The following is an analysis of the Group’s revenue and results by

operating and reportable segment: DT
For the year ended 31 December 2016 BE-Z—ARF+-A=+—HLEE
Commercial
Property property
development investment Comprehensive
and sales and operations services Total
LI E e [GEX/ES
RHE REEKE FERY et
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AR®BTRT ARWTRT AR¥TR

Revenue: Wz :

From external customers KBNS 3,956,426 430,205 203,531 4,590,162
Inter-segment revenue kIl - 9,483 10,013 19,496
Total segment revenue SRS EEE 3,956,426 439,688 213,544 4,609,658
Reportable segment profit A 2F5B/EF 1,859,142 366,566 70,245 2,295,953
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5. REVENUE AND SEGMENT INFORMATION (contd)

Segment revenues and results (Cont'd)

For the year ended 31 December 2015

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE
5. WaERkoSBERE)
PEMBREE(E)

BE_ZT-—AFt+-_A=1+—HILFE

Commercial
Property property
development investment  Comprehensive
and sales  and operations services Total
RIHE REEKLE iRE R st
RMB’000 RMB’000 RMB’000 RMB’000

AREFT ARETT ARETT AREFT

Revenue: Wz

From external customers REINFEF 575,881 412,637 221,752 1,210,270
Inter-segment revenue DR = 9,508 = 9,508
Total segment revenue PERREE 575,881 422,145 221,752 1,219,778
Reportable segment profit T ERSEEF 181,123 352,184 102,076 635,383

Inter-segment sales are at mutually agreed terms.
Reconciliations of reportable segment revenue, profit or loss

The Group does not allocate fair value changes on investment properties,
other income, other gains and losses, depreciation and amortisation,
finance costs, share of results of joint ventures, fair value changes on
derivative financial instruments and corporate expenses to individual
reportable segment profit or loss for the purposes of resource allocation
and performance assessment by the chief operating decision makers.

The accounting policies adopted in preparing the reportable segment
information are the same as the Group’s accounting policies described in

7 RER SR BRI R TE 2 (RFETT -
AHRED B  BEZHER

AREEYN Ep F B2 ERREHERDBERRB
EMERENEAABEZS  HlA - Eibilk
mMEE NMERENE BEXRLK  BHEAZERF
XE TESRTANDABEEHREERID
=B 2R 2 BANA -

IR 2 5 HE R TR 2 &5 R A W
SE3FTI B AR -

note 3.

2016 2015
—E-RE —ZT—hF
RMB’000 RMB’000
AR¥TT AREFIT

Revenue &
Reportable segment revenue A 2D EE 4,609,658 1,219,778
Elimination of inter-segment revenue HiHo Rk (19,496) (9,508)
Consolidated revenue SEEWES 4,590,162 1,210,270

Profit ER
Reportable segment profit AI2mHEEF 2,295,953 635,383
Fair value changes on investment properties EMENNA BEES 247,498 426,816
Other income, other gains and losses HAA ~ Habias & EE 108,448 87,336
Depreciation and amortisation e N gy (39,934) (52,687)
Finance costs & RS (406,500) (262,868)
Share of results of joint ventures BIEEERAREE (9) (30)
Fair value changes on derivative financial instruments MTEEBMIANARBEZS 15,022 -
Corporate expenses NAIFY (367,055) (242,873)
Consolidated profit before taxation EaTAR S B A 1,853,423 591,077
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5. REVENUE AND SEGMENT INFORMATION (conta) 5. RKEksBEERE)
Segment assets and liabilities PTEEERERE
The following is an analysis of the Group’s assets by reportable and AT AREEZRAISREREEDENEEDT - A
operating segment, no liabilities are presented as the information is RBERERAIEMEEENTIEZEERARES
not reportable to the chief operating decision makers in the resource mafE  ARTESIZEER

allocation and assessment of performance:

Segment assets SEEEE
2016 2015
—E-RE —E—RF
RMB’000 RMB’000
ARETR AREFIT
Assets EE
Property development and sales MEEA R NHE 5,758,178 5,615,955
Commercial property investment and operations HEERERLE 12,227,872 11,973,614
Comprehensive services ERE RS 373,570 240,996
Reportable segment assets AmENREE 18,359,620 17,830,565
Goodwill BE 231,602 231,602
Available-for-sale investments and AIEHEREREMREEE
other current assets 761,048 423,267
Bank balances and cash (including restricted cash) 1748 RIS (BIEZREHIES) 4,531,236 2,768,003
Deferred tax assets IR EE 190,151 199,785
Interests in joint ventures REERRINER 528,384 525,393
Corporate assets NAEIEE 1,322,477 2,013,312
Consolidated total assets IRAREE 25,924,518 23,991,927
For the purpose of monitoring segment performance and allocating BEASHEERSEENERSE  BEE 7
resources between segments, all assets are allocated to operating HEEREREMRDEE RITEH LIRS (B
segments other than goodwill, available-for-sale investments and other ZRHRE) BREFHIBEE  REERANER KX
current assets, bank balances and cash (included restricted cash), NRABEIN FIEBESEELENE -
deferred tax assets, interests in joint ventures and corporate assets.
Geographical information it & & R}
No geographical information is presented as the operations, major BHRAEENER  FERFPREERZURP
customers and assets of the Group are substantially located in the PRC. B S 2 5 [ R o
No major customers contributed over 10% of the total sales of the Group BE_ZTZ—REAN_ZT—RFE+-_A=+—H8HILHF
for the years ended 31 December 2016 and 2015. EWEFrERPEAEEBEEREBL10% -
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For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

6. OTHER INCOME,OTHER GAINS AND LOSSES 6. HMWA - HtuRBZREE
2016 2015
—E—REF —T—RF
RMB’000 RMB’000
ARETT ARETT
Interest income FEBWA 30,663 23,243
Investment income FERA 1,434 12,511
Dividend income A% B U A - 5,040
Gain on disposal of a subsidiary (note 35(a)) HE—RW B AR RR Uk ES (A/7£35(a)) 18,340 =
Gain (loss) on disposal of property, HEDE - BB k& B (EE)
plant and equipment 1,554 (86)
Gain on disposal of investment properties HEREY MK 4,968 46,230
Foreign exchange (loss) gain, net &5 (E518) et/ F58 (7,859) 3,347
Recovery of other receivables written-off in RBEFERD
prior years H i FEMGRIE M 8H 49,561 8,363
Write-down on other receivables R EL o P U SR IR = (19,627)
Others Hih 9,787 8,315
108,448 87,336
FINANCE COSTS 7. BERAK
2016 2015
—EB—XE —T—RF
RMB’000 RMB’000
AR¥T T ARETT
Interest on bank and other borrowings RITREMEEFE 610,819 603,421
Interest expense on convertible bonds AR ES 2 FIBF X 13,258 -
Less: Amount capitalised in investment properties  Ji& : BEFREZIRE W E N EBEED
under development and properties under FEYEENME ST
development for sale * (217,577) (340,553)
406,500 262,868

*

8.95% (2015: 5.29% to 8.46%) per annum.

The finance costs have been capitalised at rates ranging from 4.16% to

* MERATIIZF B EL16%E895% (ZF—HF :

5.29%%8.46% ) E AL o
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

8. PROFIT BEFORE TAX 8. KREBAIEF
2016 2015
—E-RE —ZT—hF
RMB’000 RMB’000
AR¥T T ARETFT
Profit before tax is arrived at after charging TR AT 2R TR (BT A :
(crediting):
Cost of properties sold =St E = 0] 9N 2,076,778 394,758
Impairment loss on properties held for sale FEYMERRERTE 20,506 -
Cost of properties held for sale recognised as R AR EEMERAN
expense 2,097,284 394,758
Depreciation of property, plant and equipment M - BE REREITE 39,966 52,726
Less: Amount capitalised in investment properties & : #AREZIREME R ERDEFE
under development and properties under LI E =W ok S 6]
development for sale (32) (39)
39,934 52,687
Gross rental income from investment properties REMEMSHS AL 430,205 412,637
Outgoings in respect of investment properties that  BREANRAKNEEEAHSUA
generated rental income during the year ZIREMENFS (63,639) (60,453)
366,566 352,184
Operating lease charges in respect of land and BT REFHLEHEER
buildings 21,237 25,857
(Reversal on) provision on impairment loss on FEUBR BB ELET18 (B [B] ) B
accounts receivable (39) 59
Auditor’s remuneration Z BRI 2 2,569 2,737
Staff costs BIRKA
— Directors’ emoluments (note 10) —EEMe(HE10) 36,286 8,146
— Salaries and other benefits in kind — ¥ REMEYH = 170,218 136,709
— Equity-settled share-based payments — DARSHEAE S LAR D A B9 0B 102,877 =
— Amount recognised as expense for — R ARREFIK AR fEEE
retirement benefit costs 12,548 10,161
Less: Amount capitalised in investment properties & @ BFREEREWERERPFE
under development and properties under ES- N0k ¢
development for sale (24,702) (9,189)
297,227 145,827
B2 (hE)HE
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e VIR

9. INCOME TAX EXPENSE

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

9. FBEHAEX

2016 2015
—E-RE —T—RF
Notes RMB’000 RMB’000
Ktat ARETT ARETT
Current tax BNERTEIE
PRC EIT R EMSTH
— Current year —NEE (a) 263,048 71,759
— Underprovision in prior year —BEFERETT 8,466 12,684
271,514 84,443
PRC LAT R B b IS E
— Current year —ARFE (b) 694,855 50,400
— Overprovision in prior year —BAFERERE (2,860) =
691,995 50,400
Deferred taxation (note 18) EIERI A (fY7F18)
— Current year —REE 91,074 60,329
— Overprovision in prior year —BAFERERE (9,826) (28,680)
81,248 31,649
Total income tax expense FisBim 2% 1,044,757 166,492
Notes: Mz

(a)

(b)

Under the Law of the People’s Republic of China on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% from 1 January 2008 onwards.

No Hong Kong Profits Tax has been provided for as the Group had no
estimated assessable profits for both years.

Under the Provisional Rules on LAT Implementation Rules of the PRC
implemented on 27 January 1995, all gains from the sales or transfer of
land use rights, buildings and their attached facilities in the PRC are subject
to LAT at progressive rates ranging from 30% to 60% on the appreciation
of land value, being the proceeds of sales of properties less deductible
expenditures including cost of land use rights and all property development
expenditures.
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(a)

(b)

BETEARKMBEEMESTOE(EEMEHR
EDREEMEREERGS B 2T N\F—H
—Hie - HEHE AR R R25% ©

P A AN 2 [ 7 79 ) 4F X AR R R AR TR LA
B B BB M ST R -

BER—ANAF—A=Z++AERAFE LML
ERETRGIERAR - rARHEXERNTH
B LI (E A - BT REARRRE M SR
BAGMIHEET - HRRT IR ER(BHEEY
ZEPRT S FRIRB AT FUR S Y - B4R M AR AN e
FIEMEBRAS)ARERGFE - BIRNFI0%E
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

9. INCOME TAX EXPENSE (contd) FrBHEx(42)

©

The income tax expense for the year can be reconciled to the profit

e VI HRAR M

AN JE PSR S Al AR & 1B s R M R T AT B A B

before tax per the consolidated statement of profit or loss as follows: BRI
2016 2015
—EB-XRE —ET—hHF
RMB’000 RMB’000
AR¥TR ARETT
Profit before tax B FE R & F 1,853,423 591,077
Tax at the PRC EIT at 25% (2015; 25%) $205% B4 2 PSR R R
(ZE—HF : 25%) 463,356 147,770

Tax effect of expenses not deductible for AR OB E

tax purposes 47,625 1,173
Tax effect of income not taxable for tax purposes — HH/BFRRIUL A HIFH 75 5222 (22,872) (4,424)
Tax effect of temporary difference arising from R IRF) ETEIR A B R = 58

withholding tax for undistributed profits FTEENIERE 9,762 1,707
Tax effect of tax losses not recognised RIERRIBERERR B 94,400 611
Utilisation of deductible temporary differences LRI AR Z AN LR E58

previously not recognised (58,562) =
Utilisation of tax losses previously not recognised SR AR 2 BB EE (1,883) (706)
PRC LAT charge B IR ER Y 694,855 50,400
Tax effect of PRC LAT charge R L IR AR S 2 BT 2 (173,714) (12,600)
Overprovision in prior year, net BATEBREREFE (4,220) (15,996)
Others Eh (3,990) (1,443)
Income tax expense for the year REEFRERAX 1,044,757 166,492
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For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

10. EEREENE

E=He

10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(a) Directors’ emoluments (a)

The emoluments paid or payable to each of the 9 (2015: 8) ENREMNIR(ZE—RF :8K)EETKH

directors were as follows: HEBHL T
Contributions
Salaries  Equity-settled  to retirement
and share-based bhenefit
Fees allowance payments scheme Total
URELE
BARR A7 3% 1 BNREF
He HeRER HRIE sHEIft st
Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
HisE ARETR AR®BTn AR%®Tx ARETR AR%Txn
2016 —E—RE
Executive directors HITES
Ms. Huang Jingshu WA R L - 2,351 2,209 108 4,668
Mr. Yim Chun Leung BRI E (a) - 531 - 27 558
Mr. Tang Shouchun BEEHELE (b) - 1,733 4,909 78 6,720
Mr. Ye Xingan EETEE - 1,900 4,909 48 6,857
Mr. Chen Tieshen PRI& & A - 1,750 4,909 48 6,707
Ms. Deng Chengying Y - 1,500 4,172 - 5,672
= 9,765 21,108 309 31,182
Independent non-executive BN FHITEE
directors
Mr. Zhu Jiusheng MNBEEE 237 - 1,473 = 1,710
Mr. Wang Jing FEHEA 211 - 1,473 = 1,684
Ms. Hu Gin Ing i Y 237 = 1,473 - 1,710
685 - 4,419 - 5,104
685 9,765 25,527 309 36,286
2015 —E-HF
Executive directors HITES
Ms. Huang Jingshu UG = 2,314 = = 2,314
Mr. Yim Chun Leung BRI E = 2,644 = 132 2,776
Mr. Ye Xingan HEEZ LA = 1,004 = 43 1,047
Mr. Chen Tieshen BRE S L = 759 - 37 796
Ms. Deng Chengying BWARRLZ L - 600 - = 600
- 7321 - 212 7,533
Independent non-executive ~ BFIFHITEE
directors
Mr. Zhu Jiusheng MABTLE 213 - - - 213
Mr. Wang Jing Tak4s 187 - - = 187
Ms. Hu Gin Ing BBR AT 213 = = = 213
613 - - - 613
613 7,321 - 212 8,146
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For the year ended 31 December 2016

BE—ZT—

NE+TZA=+—HItFE

10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (conta)

(a)

(b)

Directors’ emoluments (Cont’d)
Notes:

(a) Acted as the Chief Executive Officer of the Company since 7 July
2014 and resigned on 31 March 2016

(b) Appointed and acted as the Chief Executive Officer of the Company
since 31 March 2016

During the year ended 31 December 2016, no remuneration was
paid by the Group to the directors or any of the five highest paid
employees as an inducement to join or upon joining the Group or
as compensation for loss of office. No directors waived or agreed
to waive any emoluments for the years ended 31 December 2016
and 2015.

The executive directors’ emoluments shown above were mainly
for their services in connection with the management of the affairs
of the Company and the Group. The independent non-executive
directors’ emoluments shown above were mainly for their services
as directors of the Company.

Employees’ emoluments

The five highest paid employees of the Group during the year
included three directors (2015: three directors). Details of the
remuneration for the year of the remaining two (2015: two) highest
paid employees who are neither a director nor chief executive of
the Company are as follows:

e VI HRAR M

10. E=RESME(2)

(a ESME(E)
it -

(a) B=

E-MFELAEARERARBTHAE

#H WA= —A"FE=A=1+—HEF

m

(b)
RRBITRAEE

—E-REZA=+ - HBREZENER

HE_Z—RF+ZA=+T—HILEFE ' &&

Bz Dl S T

= EBTHER—F

S EAME R IR S R S ANA S IR B F %

TERBEERERMNFE -

HE_ZT—RFK

“E-RFT-A=T—BLFE  HEES

HERRZHREEAHE -

ERFFIMTEENOMETERRERAR
RAEEEREERUEIRE AR - J:%ﬁﬁﬂ
BIUFFRMITESNME DX ERFEEREIAR

RIEEPTIRMEZ RIS HOIREN o

() EEME

RER - REE R &
=RER(=FT—

SHHEEET - 825

o FRH T A

—T R WR)LEAATEENELE
ARABZ BEHWER ZHMT -

2016 2015

—RE —T—hHEF

RMB’000 RMB’000

ARETT AREFIT

Salaries, allowance and benefits in kind M - R R E YRR 3,500 1,933
Equity-settled share-based payments DA #E 45 & DARR (9 2 - Y 5RI8 8,780 =
Retirement benefits RIREF - 58
12,280 1,991

The number of the highest paid employees who are not the

NETIMEBE WHAANEE L BEF

directors of the Company whose remuneration fell within the BifE B AT ¢
followings bands is as follows:

2016 2015
— X —A%
Number of Number of
employees employees
EE#A EE#E
Nil to RMB1,000,000 =& AR%1,000,0007T - 1
RMB1,000,000 to RMB1,500,000 AR 1,000,000t AR 1,500,0007T = 1
RMB6,000,000 to RMB6,500,000 AR #6,000,0007T2 A R#6,500,0007T 2 -
2 2
B2 (PEDHEERERRATR

—E—REFR
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REMBRRMEE

11. DIVIDENDS 11. BKE
2016 2015
—E-RE —T—RF
RMB’000 RMB’000
ARET T ARETT
Dividends recognised as distribution during the year: ~ FRBERAD IR KL

2015 Final dividend- HK1 cent (equivalent to —E-RFERHARE - 1B
approximately RMBO.8 cents) (HERHDARK0.85) 40,116 =
Others (Note) E At (HE) = 599,065
40,116 599,055

Subsequent to the end of the reporting period, a final dividend in respect WMEBRRE ARAESERREBRE_T—F

of the year ended 31 December 2016 of HK5 cents (equivalent to T+TZA=+—HIEFERARBEERAQ T EBARS

approximately RMB4.5 cents) (2015: HK1 cent) per ordinary share of BILEERVAREASD ) (ZZ—RF : EW) -
the Company has been proposed by the directors of the Company and MEAFIRAEER R RS i -

is subject to approval by the shareholders in the forthcoming general

meeting.

Note: During the year ended 31 December 2015, certain subsidiaries of the M HE2=T—RAF+-A=1+—HLFE BEZ5£H
Target Group (defined in note 32(iii)) declared and made dividends of (E&EBHFE326IH)ETHB AR AIMELE R
RMB582,695,000 (note 35(b)) and RMB16,360,000 to Mr. Wong and a —EREARMIEERRERRIELHREARE
non-controlling shareholder of a subsidiary, respectively. 582,695,0007T (#17#35(b)) & A R ¥16,360,0007T °

12. EARNINGS PER SHARE 12. BRER
The calculation of the basic and diluted earnings per share attributable RRARERABRLEESRERNRESRZFTHERAT
to the owners of the Company is based on the following data: HiRETE
2016 2015
—B-REF —T—hF
RMB’000 RMB’000
AR¥T T ARETTT
Earnings EZX
Earnings for the purposes of basic earnings BARETESRERRBFHEF]
per share 802,297 417,780
Effect of dilutive potential earnings in respect of BEEER TSI TR IEN L
— Convertible bonds — AR ESH (3,013) -
Earnings for the purposes of diluted earnings FARETEEERERNEF 799,284 417,780
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

12. EARNINGS PER SHARE (contd) 12. BREBRN(E)

2016 2015
—E—RE —ZT—hF
Number of shares RHE B
Weighted average number of ordinary shares of ARG ESRERRBFIRNA R E) T @A
the Company for the purpose of basic D1 2k
earnings per share 4,693,582,792 3,961,527,997

Effect of dilutive potential ordinary shares in BEEETAREUTRENTZ

respect of

— Share options —REARRE 7,142,669 -
— Convertible bonds — AR ES 33,893,190 -
— Convertible preference shares — AT BB S A% 3,413,473,023 3,413,473,023

Weighted average number of ordinary shares of
the Company for the purpose of diluted
earnings per share

st HEREERFIN AR R EER
ik RS2Ey
8,148,091,674

13. BEYWE

7,375,001,020

13. INVESTMENT PROPERTIES

Investment
properties
Completed under
investment development
properties at fair value Total
BRAREBEARZ
EERREYE BERDPREWHE st
RMB’000 RMB’000 RMB’000
ARBT T AR¥ T AR®T T
At 1 January 2015 R-ZE—RAF—F—H 9,165,666 2,218,750 11,384,416
Additions NE - 78,503 78,503
Acquisition of subsidiaries (note 34(b)) W &K B A 7 (Ff5E34(b)) 227,890 = 227,890
Disposals HE (144,173) - (144,173)
Transfer upon completion STk RS R R 1,431,646 (1,431,646) =
Increase in fair value recognised in RIBRPRER 2 A BEEN
profit or loss 395,388 31,428 426,816
At 31 December 2015 R-E—RE+-A=+—8 11,076,417 897,035 11,973,452
Additions NE - 26,270 26,270
Disposals k= (20,203) — (20,203)
Increase in fair value recognised in RIBE=FERZ AR EEEN
profit or loss 218,039 29,459 247,498
At 31 December 2016 R-ZE—R"F+-_A=+—H 11,274,253 952,764 12,227,017
All the completed investment properties are rented out under operating BRI EMEAERBLCEHELHNAE
leases or are held for capital appreciation purposes. IEEBHMEFE o
#2(PE)BEREERLT 109
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13.

INVESTMENT PROPERTIES (contd)

The fair values of the Group’s investment properties with aggregate
carrying value of RMB12,227,017,000 which represents the whole
amounts of investment properties as at 31 December 2016 (2015:
RMB11,973,452,000) were arrived at on the basis of valuations carried
out on those dates by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited, which were independent qualified professional valuers
not connected to the Group.

For completed investment properties, the valuations have been arrived
at using income capitalisation approach, where the market rentals
of all lettable units of the properties are assessed by reference to the
rentals achieved in the lettable units as well as other lettings of similar
properties in the neighbourhood. The capitalisation rate adopted is made
by reference to the yield rates observed by the valuer for the similar
properties in the locality and adjusted based on the valuers’ knowledge
of the factors specific to the respective properties.

For investment properties under development that are measured at fair
value, the valuations have been arrived at market — based approach
assuming that the investment properties will be completed in accordance
with the development proposals and the relevant approvals for the
proposals have been obtained. The key inputs in the valuations include
the market value of the completed investment properties, which are
estimated with reference to sales evidence of similar properties in the
nearest locality, with adjustments made to account for differences in
locations and other factors specific to the respective properties based on
the valuers’ judgement. Costs of development are also taken into account
including construction costs, finance costs and professional fees, as well
as developer’s profit margin which reflects the remaining risks associated
with the development of the properties at the valuation date and the
return that the developer would require for bringing them to completion
status, which is determined by the valuers based on its analyses of recent
land transactions and market value of similar completed properties in the
respective locations.

In estimating the fair value of the investment properties, the highest and
best use of the investment properties is their current use.
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13.

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

REWZE ()

REZE—RF+-A=+—8 rEEEREAEEGE
REMEZ ZHREA) BRARMKL2,227,017,0007T

—ZT—AHF: AR¥11,973,452,0007T) 2 I E W)
EZARBEDREBEMEBRTEEFGRERAEGR
RERZAMETHBEES  ZARAEAKE
WS 2 B A B IR E R ERD o

HERFREMENS - A& ETRARAB AR
BT - MERNFATRAEL T ERS S
B T 1 T B 7 A AR A S O 2t TR B B
G & TP - SRA 2 BAMLLL K PR RY
St AR LD 5 0 o 5 1 AR L T P 05 9 22 0
HEATHE -

MRARBEFEZERTREMEMS @ HET
ERMSARKRZERENE/RBERRILE
BRISHARRAREINA B TT - MEMNEEHARIE
BREETKREMENTE - H2Z MR L
WMEMHEREME - R ARG ER A E A
RN ZRZARZTMENEMIRSEETH
B -ZHELSHERARAZE  BEERK
A MERANEEXERRAEHOANBX(REE
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

13.

The major inputs used in the fair value measurement of the Group'’s
major investment properties as at 31 December 2016 and 2015 are set

out below:

Investment properties held
by the Group in the

Notes to the Consolidated Financial Statements

e VI HRAR M

INVESTMENT PROPERTIES (contd)

13. REWER#)

RER T

Relationship of

R-EBE—RER-_ZT—RF+_A=+—H8  £&
EXrEREMEZ AR EBEAEMAZEZGHAHK

consolidated statement of Fair value Valuation technique and unobservable inputs to

financial position hierarchy key inputs Significant unobservable inputs fair value Sensitivity

FEBRGAHMBRR RAEE HERNR FUBREA

BREENRENE 8 TTRAHE IETUBRAANE YERMEEZEE HRE

Completed investment properties

BRARENE

Completed investment properties  Level 3 Income Capitalisation Capitalisation rate, taking into account the The higher the Aslight increase in the
located in Shenzhen with an Approach capitalisation of rental income potential, nature capitalisation rate, the capitalisation rate
aggregate carrying amount of the property, and prevailing market condition, lower the fair value. used would result in a
of RMB11,038,615,000 The key inputs are: of a range from 3% to 5.5% (31.12.2015: from significant decrease in fair
(31.12.2015: (1) Capitalisation rate; 3% 10 5.5%). value, and vice versa.
RMB10,842,632,000) and

(2) Daily market rent.

AR RYITHE TR E Y F=8 WABRHEE G REMUBSMAEN  WELERENT  BACLESR ARE  FRENMULEMERF
¥ BELSERARE BB ERNTIRE55%(ZE—0F  fEEE . HEH A BEALER
11,038,615,0007L(=F— % FEGAHENT : TZR=1—H :3%%55%) & RZIRA
E+ZR=1—H: AR% (1) B e R
10,842,632,0007T) () T5ATH -

Daily market rent, taking into account the time, The higher the daily market A significant increase in
location, and individual factors, such as frontage rent, the higher the fair the daily market rent
and size, between the comparables and the value. used would result in a
property, at an average of a range from RMB0.3 significant increase in fair
to RMB21.3 (31.12.2015: from RMBO.7 to value, and vice versa.
RMB20.2) per square metre (“sqm”) per day on
gross floor area basis.

TERREHRITENBNEENER KR 1 TEERES  ArEE  FRTEEAAELNS
EREHANRESEERER - URERE i o BYNABEAREE
REEGRETAR(TAA)TINTAR M RZHA
BOITEARE23L(ZF-RE+=A=
T—B: ARK0TTZEARE20.27) ©

Completed investment properties ~ Level 3 Income Capitalisation Capitalisation rate, taking into account the The higher the Asslight increase in the
located in Suzhou with an Approach capitalisation of rental income potential, nature capitalisation rate, the capitalisation rate
aggregate carrying amount of the property, and prevailing market condition, lower the fair value. used would resultin a
of RMB235,638,000 The key inputs are: of a range from 1.5% t0 6.5% (31.12.2015: from significant decrease in fair
(31.12.2015: (1) Capitalisation rate; 1.5%106.5%). value, and vice versa.
RMB233,785,000) and

(2) Daily market rent.

MREM ERRRENE & E=& WAERHE M REAMUBRMAED WENERENT  BACLESR ARE  FRANMCENMERF
m#(EARARM235,638,000 R BRI ENT15%E65%(ZF—hE TR - BEB A7 BEAER
T(ZE—RFtZRA=1- FEGALENT : TZA=1—H:15%%65%)° B RZR
B+ AR%233,785,0007) (1) AL X R

(2) M5 A

Daily market rent, taking into account the time,
location, and individual factors, such as frontage
and size, between the comparables and the
property, at an average of a range from RMB1.1
to RMB8.3 (31.12.2015: RMB1.1 to RMB8.3)
per sqm per day on gross floor area basis.

TS HRE R EL BYE BN ERIER
ERBARANRRERERE  NEEEH
LEGRETARTINFARBLITEAR
B83L(ZE-RETZA=1—H: AR
LITEARS83T) «

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

Assignificant increase in
the daily market rent
used would result in a
significant increase in fair
value, and vice versa.

mpEREs AAEE  ARWEREARELNS
fars BHARBEARE
W Rz e
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13. INVESTMENT PROPERTIES (conta) 13. REWE(#)
Investment properties held
by the Group in the Relationship of
consolidated statement of Fair value Valuation technique and unohservable inputs to
financial position hierarchy key inputs Significant unobservable inputs fair value Sensitivity
FEERGEHBRR DEE HERHR TTREEA
BREBNRENE £ TERAHE TERTERGARE UBEAEEZEE  HRE

Investment properties under
development that are measured

at fair value
BRALEBEGEZREY
RENZ
Investment properties under Level 3 Market-based Approach  Gross development value on completion basis, The higher the gross A significant increase in
development located taking into account the time, location, and development value, the gross development value
in Shenzhen with an The key inputs are: individual factors, such as frontage and higher the fair value. used would result in a
aggregate carrying amount (1) Gross development size, between the comparable and the significant increase in fair
of RMB952,764,000 valug; and property, of RMB957,473,000 (31.12.2015: value, and vice versa.
(31.12.2015: (2) Developer's profit. RMB938,773,000).
RMB897,035,000)
fﬁﬁéiﬁﬁéﬂ\\ﬁn‘m%)ﬁ&ﬁ E=R MEEEE REREEHE AR EESHRITENSNF SFREEENR AnE  FRAEREEBEAELN
*  BEEERARE - EINEMIRE  NEREERRARRS  EER- KERAABEAEL
952,764 0007 (=%—E EREABGRIT - BIEREAARRYS 473 0007 (-3~ i - Rk
¢+:ﬂ:+_a : }\E% (1)%@%%@@ iR +-F=+—B: AR¥%938773 0007*5) B
897,035,0007%) (2) FIERERIE - B n
Developer's profit, taking into account the The higher the developer's A significant increase
comparable land transactions and progress of profit, the lower the fair in developer's profit
the property, of a 10% (31.12.2015:10%). value. used would result in a
significant decrease in fair
value, and vice versa.
EHRMELBTHRSRNFLE  REHNE BEmfEus AnE ZREFBAELNEH
BL0%(ZF-AF+ZA=1+—H:10%) B - AEEXERD &
IR o
There were no transfers in or out of Level 3 during both years. RREFER - E=RWEE A LEL -
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For the year ended 31 December 2016

#

14. PROPERTY, PLANT AND EQUIPMENT

T~

NETZA=T-RLFE

e VI HRAR M

14. Y% - BERRE

Machinery Computer
Leasehold and electronic software,  Construction
land and Leasehold Motor equipment furniture in
buildings  improvements vehicles and others  and fixtures progress Total
HELH# HEWx BERET TEEHRN
REgF £ RE  REREME HARRE KEIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT AREFr ARETT ARETT ARETR
COST B 2R
At 1 January 2015 RZZ—-1%—A—H 449,027 52,887 11,285 33,325 20,287 - 566,811
Exchange adjustment R - 46 3 35 11 - 95
Additions NE 99 622 4,969 2,203 1,896 1,158 11,844
Disposals HeE = (287) (192) (630) (681) = (1,790)
Derecognised on disposal of BIFERHERB A
subsidiaries (note 36(b)) (H12236(b)) (13,578) (25,558) (788) (9.976) (3772 - (53,672)
At 31 December 2015 R-ZE—1%F
+=A=+—H 436,445 27,710 15,277 24,957 17,741 1,158 523,288
Exchange adjustment ez = - - (4) - - (4)
Additions NE 2,466 5,999 4,523 2,833 2,223 2,326 20,370
Disposals/transfer HE /B (39,237) (478) - (434) (173) - (40,322)
At 31 December 2016 R-B—AE
+-A=+—-H 399,674 33,231 19,800 27,352 19,791 3,484 503,332
DEPRECIATION AND WEREH
AMORTISATION
At 1 January 2015 RZE-—hE—H—H 108,607 19,062 3,963 21,138 10,732 - 163,502
Exchange adjustment [ 5, - 19 3 7 1 - 30
Provided for the year FERE 31,125 11,635 2,715 4,411 2,840 - 52,726
Eliminated on disposals/ HE /M2 48
written off = (287) (192) (461) (678) = (1,618)
Eliminated on disposal of HEMBARZHH
subsidiaries (3,253) (11,740) (623) (7,704) (1,454) = (24,774)
At 31 December 2015 R-E—R%F
+-A=+—H 136,479 18,689 5,866 17,391 11,441 - 189,866
Exchange adjustment PE N R - - - (4) - - (4)
Provided for the year R 26,328 2734 3,824 4918 2,162 = 39,966
Eliminated on disposals/ HE s e/
written offftransfer @i (20,106) (182) - (358) (38) - (20,684)
At 31 December 2016 A= BN
+-A=t+—-H 142,701 21,241 9,690 21,947 13,565 - 209,144
CARRYING VALUES REE
At 31 December 2016 RZE—RE
+-A=+—-H 256,973 11,990 10,110 5,405 6,226 3,484 294,188
At 31 December 2015 R-E—R%F
+=A=+—H 299,966 9,021 9,411 7,566 6,300 1,158 333,422
B2 (PEDHEERERRATR
ZERFFR
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14.

15.

PROPERTY, PLANT AND EQUIPMENT (contd)

The carrying amounts of owner-occupied leasehold land and buildings
at the end of the reporting period included both the leasehold land and
building elements in property, plant and equipment, as in the opinion
of the directors of the Company, allocations of the carrying amounts
between the leasehold land and buildings elements cannot be made
reliably.

The above items of property, plant and equipment, except for
construction in progress, are depreciated on a straight-line basis at the
following rates per annum:

14.

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

% BERRE@E)
MNARTEFRAMAERIELEE L RET

BAWDE - MERARNETEABRELHRET
A - BB RRENEE T RETH o

EXFt 2 - HESKHRERE (ERIEERN)
TIAEBERA T F R E:

Leasehold land and buildings Over the shorter of the term of HE LT RIEF HEHH2%E5%
the lease, or 2% to 5% (AR F2H B%E)
Leasehold improvements 10% to 33'/:% HEMEEE 10%2335%
Motor vehicles 20% to 25% E 20%225%
Machinery and electronic 10% to 33Y3% e REFREREM  10%2333%
equipment and others
Computer software, furniture 20% to 33Y:% FTEEE - XEL 20%%33Y:%
and fixtures REE
GOODWILL 15. &&
2016 2015
—E-RF —T—AF
RMB’000 RMB’000
ARBTR ARETT
At 31 December nNt+=-_A=+—H 231,602 231,602

The amount represents goodwill arising from the Acquisition (defined in
note 32), which has been allocated to the group of cash generating units
(“CGU").

The recoverable amount of the goodwill has been determined based on
a value in use calculation. That calculation used cash flow projections
based on financial budgets approved by management covering five-
year period, and the discount rate of 10% (2015:10%). The cash
flows beyond the five-year period are extrapolated using a zero growth
rate. The directors of the Company determined that the recoverable
amount was higher than the carrying amount of the CGU and hence no
impairment on goodwill is required.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

16.

Notes to the Consolidated Financial Statements

e VI HRAR M

INTERESTS IN JOINT VENTURES 16. REEQAFINER
2016 2015
—ZT—XREF —ZT—hF
Notes RMB’000 RMB’000
Hfat AR¥T T ARETFT
Cost of investment in joint ventures REERRZIEERA 320 320
Share of net assets EIEEEFE (a) 6,161 6,170
Amount due from a joint venture FE—EE L ATIRIE (b) 521,903 518,903
528,384 525,393
Notes: Kzt -
(a) Particulars of joint ventures as at 31 December 2016 and 2015 are as (@) REZE—XRFR=ZZE—RAF+-A=+—HEER
follows: RIMFBEWT :
Place of Proportion of voting
establishment right and percentage
Company name Form of business nature and operation Paid-up capital of interest held  Principal activity
NREB XBHE PRI EE R BERE REERFEEZEES TEXK
Lt 2 el
RMB’000
AREFTT
Shenzhen Anyuan Incorporated The PRC 23,800 40%  Property development
Industrial Development FZalijava H (2015: 40%) WEEE
Co., Ltd. (“Anyuan”) (ZZ—F%F : 40%)
R TETEEERERAR(RT])
Yiyang Zhonghe Property Incorporated The PRC 500 40%  Property development
Management Co., Ltd. EZalij2ava A (2015: 40%) WnEERE

(b)

BT ENEERAF

(ZZ—A4F : 40%)

Amount due from a joint venture represents advances to a joint venture
which is unsecured, interest-free and has no fixed repayment terms. In an
opinion of the directors of the Company, the settlement of the advances are
neither planned nor likely to occur in the foreseeable future.

(b)

U —RaZLRBAFRA/INTAEERBNEARN

o ZHREER . 28 AEEEEEHR - K

RABERR

I RASRA AR RER A -

FZIRNRAEE I FERATBIETT B
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REMBRRMEE

16. INTERESTS IN JOINT VENTURES (conta) 16. AEE QTN ER (&)

Notes: (Cont'd) M (&)

(c)  Yiyang Zhonghe Property Management Co., Ltd. is not considered material () =BPZVEBRAFERAEHAEEFANE
as compared to the Group’s operating results during the year. Summarised BEEWVIEKN - TXHBELTERSFTBERNE
financial information of Anyuan after adjusted for any differences in AEEMABRNABEEREE - UREES I BR
accounting policies, and a reconciliation to the carrying amount in the RIRE BT -

consolidated financial statements, are disclosed below:

2016 2015
—E-RE —ZT—RF
RMB’000 RMB’000
AR%TT ARETTT
Non-current assets ERBEE 30 31
Current assets MENEE 550,105 547,116
Current liabilities mEBE (534,731) (531,721)
Included in the above amounts are: T A _EiFRIE -
Cash and cash equivalents He MRS EEY 90,515 90,669
Revenue g - _
Loss and total comprehensive expense for the year FEBBEMEMEERAET 22 74
Reconciliation of the above summarised financial information to the carrying A EIBERZED RS MIEHRRERZEE AR
amount of the interest in the joint venture recognised in the consolidated BRTEIE 2 $8K -
financial statements:
2016 2015
—E-RE —ZT—FRF
RMB’000 RMB’000
AR%T T ARETTT
Net assets of Anyuan ZILEAEFA 15,404 15,426
Proportion of the Group'’s ownership interest in Anyuan  AEBR L TR Z xSt 40% 40%
Carrying amount of the Group’s interest in Anyuan AEERL T2 EREE 6,161 6,170
17. AVAILABLE-FOR-SALE INVESTMENTS 17. AIEEERE
The investments represents 0.40% (2015: 0.45%) shareholding in a ZEREMHRPERAALETIREES20.40% (=ZF
public listed equity securities in the PRC where the Group does not —FRF 0.45%) % - AEBEZERERBER
have control, joint control or significant influence regarding the relevant WG AR EATE - RZE—H
activities of the investments. In 2015, they were measured at cost less F o RERERERNBEPRZENREREEE
impairment at the end of the reporting period because the directors of REARARRIESRAGEAABEMGTEHELR
the Company believed that the range of reasonable fair value estimates AN BMEAREBETEAETE RIT—F -
was so wide that the fair values could not be measured reliably. In 2016, ARBREZSFE LMEAAEEY TR SEE
as the equity securities became listed, reliable measure of the fair value WA BERENREHRIEZALBETIER -

became available, the investment was therefore stated at fair value at the
end of the reporting period.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

18. DEFERRED TAX 18. ELEBLIIE

The movement in deferred tax assets (liabilities) arising from temporary TREREEANECHEEE(BR)NEFHWT ¢

differences are as follows:

Withholding Valuation
tax for on Accelerated Available-
undistributed investment tax for-sale
Tax losses profits properties  depreciation investments Others Total
RAWAE RENE
HEESE gtk i MERERE FTHREERE Htr st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETr ARETT ARETR ARETn ARETT  ARETn
Balance as at 1 January 2015 RZE-hFE-A—-B2&eH 99,329 (75,013)  (2,064,032) (83,086) - 76,085 (2,046,717)
Credited to the profit or loss upon SNEAB & AR (Hi79)

payment of withholding tax (note 9) - 37,926 - - - - 37,926
Overprovision in prior year (note 9) BEEEREREZ9) = 28,680 = - - - 28,680
(Charged) credited to the profitor loss ~ FMB# (F1B )5t A(H7:29)

(note 9) (20,926) (1,707) (70,808) (23,583) - 18,769 (98,255)
Disposal of subsidiaries (note 35) HEMBAR(H#35) - - - 13,014 - (2,587) 10,427
Balance as at 31 December 2015 RZE-RFE+-fA=1+—-H

=33 78403 (10,114) (2,134,840) (93,605) - 92,267 (2,067,939)
(Charged) credited to the profitor loss  FMB& (MK )& A(H:29)

(note 9) (55,238) (9,762) (56,793) (25,673) - 56,392 (91,074)
Overprovision in prior year (note 9) BEFERERENF) = 9,826 = = = - 9,826
Charge to other comprehensive income  FAEAh 2 EUEE R (f3232)

(note 32) = = - - (54,445) = (54,445)
Balance as at 31 December 2016 RZE—"E+-A=1t—H

e 23,165 (10,050) (2,191,633) (119,328) (54,445) 148,659 (2,203,632)

The following is the analysis of the deferred taxation balances for MY BHRE BN S - EETIBERIITAOT -

financial reporting purposes:

2016 2015

S —z—af

RMB’000 RMB’000

AR®T T AREFIT

Deferred tax assets FERIBE = 190,151 199,785
Deferred tax liabilities EEFRIEEE (2,393,783) (2,267,724)
(2,203,632) (2,067,939)

The PRC EIT Law and its implementation rules impose a withholding tax
at 10%, unless reduced by a tax treaty or arrangement, for dividends
distributed by PRC-resident enterprises to their non-PRC-resident
corporate investors for profits earned since 1 January 2008. Under the
Sino-Hong Kong Double Tax Arrangement, a qualified Hong Kong tax
resident is entitled to a reduced withholding tax rate of 5% if the Hong
Kong tax resident is the “beneficial owner” and holds 25% or more
of the equity interest of the PRC enterprise directly. Since the Group
controls the quantum and timing of distribution of profits of the Group’s
subsidiaries in the PRC, deferred tax liabilities are only provided to the
extent that such profits are expected to be distributed in the foreseeable
future.

TRGEAEFAREERRUNRE - B=FTFN
F—A—A  hEERCEHTRERETN IS
B/ RMEREE DKM S ARIO%E AR
(BRIFRBRIBIRORZHERR) - REABER
BHPEBHHLH (FRIEREAA X EER
BRBEMRD%HNA EBENEERBBHRBER
BRI R TR ERE%MBE o B2 5% B Al &
3 R 7R 5= B R B OB 8 R R B A e B 8 e
fil - RIETIR B EEATES AR A R SR DKW
BAERN RIREHR RS -

#E(PEBERERR DA
T NFFR
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18.

19.

20.

DEFERRED TAX (contd)

At 31 December 2016, temporary differences relating to the
undistributed profits of the Group’s PRC subsidiaries amounted to
RMB973,599,000 (2015: RMB681,595,000) in respect of which
deferred tax liabilities were not recognised. Except for the undistributed
profit of the Group’s PRC subsidiaries amounted to RMB195,240,000
(2015:RMB17,070,000), no deferred tax liability was recognised in
respect of the taxable temporary differences as of 31 December 2016 as
the Group controlled the dividend policy of these subsidiaries and had
no plan to dispose of these subsidiaries in the then foreseeable future.

At 31 December 2016, the Group has unused deductible temporary
difference amounted to RMB5,469,000 (2015: RMB239,717,000). No
deferred tax asset has been recognised in respect of such temporary
difference.

At the end of the reporting period, the Group has unused tax losses
of RMB567,110,000 (2015: RMB417,996,000) available to offset
against future profits. A deferred tax asset has been recognised in
respect of such tax losses amounting to RMB92,660,000 (2015:
RMB313,612,000). No deferred tax asset has been recognised in
respect of the remaining tax losses of RMB474,450,000 (2015:
RMB104,384,000) due to the unpredictability of future profit streams.
The unrecognised tax losses will expire in the following years ending 31
December:

18.

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

ERERIE (2)

Eéfj NETZA=T—H B@AXEEHREH
A B 2 AR5 BE A R 2 R E A R #6973,599,000
75(* —HF : AR¥681,595,0007T) * WARFLZ
SoRERELHEAEE - RAKSERENE QA
ZADEAEEA R 195,240,000 (= —HF
AR#17,070,0007T )5k - FEZR 5 B4% 4 5% FHT 8
AR SBUR - B AT BN & A AT TR R R 2R
EZEMBAR  HAEARBEE_T—"F+=A
=t —HOERNE S ERERRLERIAAE -

N=_=
nHig
R #239,717,0007¢) °
ERITEEE o

=aETr=A ==
5 &= %8 A R #5,469,0007( =&
BB ZEY

REBEHRBHA
—hF: A
ET%%EEEHL,\

RIRE R - AL A KRR BF 2 KB A B
BEB A ARKS67,110,0007T(ZE—HE : AR
#417,996,0007T ) ° IEEFRIBEERZ S HIAEIE
R B ARE2 660,000T(—E—HF: AR
313,612,0007T ) » A KRB FI B ATFER - &
S 4wt H 44T B E5 18 A R #5474 450,000 ( — & —
FE: ARME104,384,0007 ) ERIELER B EE -
FERZHEEESRATEFEHE+=—A=1+—
BiHfER -

2016 2015

—RE —hEF

RMB’000 RMB’000

AR®T T ARETT

2016 T—RF = 5,539
2017 —t5F 3,313 5,956
2018 == */\E 24,604 23,042
2019 —T-NEF 67,383 67,404
2020 —ZT-TF 1,550 2,443
2021 —E—F 377,600 =
474,450 104,384

DEPOSITS PAID FOR ACQUISITION OF EQUITY
INTERESTS/PROPERTY, PLANT AND EQUIPMENT

The balance amounted to RMB210,000,000 was related to deposit paid
for acquisition on equity interests in Apex Leader Limited (“Apex”), a
company incorporated in British Virgin Islands (“BVI”) (see also note
41(a)).

The other balance of RMB156,776,000 was related to acquisition of
property, plant and equipment which is situated in the United States of
America.

PROPERTIES UNDER DEVELOPMENT FOR SALE

Included in the properties under development for sale as at 31
December 2016 is carrying value of RMB3,977,425,000 (2015:
RMB2,109,719,000) which represents the carrying value of the
properties expected to be realised after twelve months from the end of
the reporting period.

The Group’s properties under development for sale are situated in the
PRC and Hong Kong.
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%E&E/%%*ME&%%ZEN

#ERR AR #210,000,0007T E2UFEApex Leader Limited
(TApex] » "R EBHBRES((RBHERRE
S DMK H AR RE 2 B Re BB (IR M
41(@)) °

H b 4588 A 156,776,0007T B AERL A SE B 2 4)
X BERREEH -

BRERPHEW=R

REZZE—RETZA=T—H JIRERTFEY

X ZREBER/ARE3,977,425000(ZF—H45F

AR¥2109,719,0007T) » JyTEHIRN W EHIRE +
“ERAFTER 2 MEREE -
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

21.

22.

23.

e VI HRAR M

PROPERTIES HELD FOR SALE 21. FEYHE
The Group’s properties held for sale are situated in the PRC. AEBGFEMEMRFRH -
OTHER INVENTORIES 22. HFEE
Other inventories represent low value consumables carried at cost. EMFERERABARNEESER
ACCOUNTS RECEIVABLE 23. EEWERFR
2016 2015
ZB-XRF —T—HF
RMB’000 RMB’000
ARETT AREFIT
Accounts receivable FEULAR X 17,329 103,042
Less: Allowance for doubtful debts B REREE (793) (832)
16,536 102,210

Accounts receivable represents receivables arising from sales of
properties which are due for settlement in accordance with the terms
of the relevant sales and purchase agreements, and rental income from
leasing properties. Monthly rents are normally received in advance and
sufficient rental deposits are held to minimise credit risk. Accounts
receivable generally have credit terms of 30 to 60 days (2015: 30
to 60 days) and no interest is charged. All accounts receivable are
denominated in RMB. The ageing analysis of the Group’s accounts
receivable, based on invoice dates for leasing income and the terms of
relevant sales and purchases agreements for sales of properties, is as
follows:

MR B 30 4R 15 AR B 14 B B O 8 5
WREE R AR - A RBEMENE RN -
SAMLBRBEANR  TRATRNASES N
RIEAS R o FEURER 315 B 8 — M B30E60K
—T— A4 : 30E60K) BTE B o FiAEKER
PAARMEHE - A £ B RUERNER RE WA E
g B 3 B B DA T 22 5 1B I A (R AT
T

2016 2015

—E—XE —ZT—RHF

RMB’000 RMB’000

AR®T T AREFT

Within 1 month —@EAARN 6,517 93,883
1 to 12 months 1E12{8A 7,741 2,212
13 to 24 months 13Z 2418 A 1,176 4,546
Over 24 months HRiE241E A 1,102 1,569
16,536 102,210

Included in the Group’s accounts receivable balances are debtors with
aggregate carrying amount of RMB10,019,000 (2015: RMB8&,327,000)
which are past due at the end of the reporting period for which the
Group has not provided for impairment loss, of which 77% (2015: 27%)
are past due within twelve months, and 23% (2015: 73%) are past due
over twelve months, based on the repayment terms set out in the sales
and purchase agreements. No provision for impairment is considered
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.

AAAEEERESFEHZRBARAAELEAR
#10,019,0007T(=F— R4 : AR#8,327,0007T)
ZEWRIE  ERmEIREH  mASEELERR
ILEHREESIEEE  BEBEERAEHI 2R
IR Hh77% (ZZT—HF : 27%) N+ @ AR®E
Hi > 23% (ZZE—RE : 73% )R+ (@B 1%%EH -
HREBEELETESAZE B ABSEHIERA
PR EHRKE - RERALTESNBRZSEBEL
B o
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23. ACCOUNTS RECEIVABLE (contd)

The movement in the allowance for doubtful debts during the year,
including both specific and collective loss components, is as follows:

23

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE
PEUR BR R (4)

FERANREREEH(EETREEEEBARS
DT

2016 2015

—B—AEF —T—AF

RMB’000 RMB’000

ARETT ARETT

At 1 January n—A—H 832 773
Impairment loss recognised BEERBIEEE - 59
Reversal on impairment loss recognised BERREETE 2 ED (39) =
At 31 December R+—-—A=+—H 793 832

As at 31 December 2016 and 2015, all remaining accounts receivable
were neither past due nor impaired. These related to a number of
customers for whom there was no recent history of default.

RZE-—ARERZZT-—RF+-_A=+—H 2%
TN UK BR AR AR 80 B KRB © FRIR Y B HND
BRTENZEEFAR -

24. DEPOSITS PAID, PREPAYMENTS AND OTHER 24. EffiZe - EARERHEMEKRIE
RECEIVABLES
2016 2015
—E—XRE —E—hHF
RMB’000 RMB’000
AR¥T T ARET T
Deposits paid and prepayments Btz RIENFIE 459,299 309,119
Other receivables H b g RIa 405,652 740,931
Amounts due from related parties FEUN R E A+ FIE 317,089 888,544
Amounts due from non-controlling interests ~ FEUTSEIE AR HEZS 2R 1R 52,743 2,875
1,234,783 1,941,469
Amounts due from non-controlling interests and related parties, in which FEWIE R iR f o 2 B A - RIE (R AR T R E A
the ultimate controlling party has beneficial interests, are unsecured, BEERER) REER 2 RAREREER -
interest-free and repayable on demand.
25. OTHER CURRENT ASSETS 25. HittRBEEE

Amount represented investments in wealth management product issued
by financial institutions, which are either redeemable on demand or
with maturities within twelve months with return based on performance
of underlying assets. Such deposit is classified as loan and receivable
recorded at cost. In the opinion of the directors of the Company, the
carrying amount approximate to their fair values as of 31 December
2016 and 2015.
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26.

27.

28.

29.

RESTRICTED BANK DEPOSITS

Amount mainly includes pledged deposits for letters of credit issued
by a related party (see also note 44(e)) and performance deposits from
contractors for construction contracts and bank loans of the Group.
During the year, bank deposits amounted to RMB256,310,000 (2015:
RMB256,310,000) of the Group was pledged for a bank borrowing
utilised by an independent third party.

The effective interest rate of restricted bank deposits is in the range of
0.35% t0 4.75% (2015: 0.35% to 5.23%) per annum.

BANK BALANCES AND CASH

As at 31 December 2016, included in bank balances and cash was
a fixed deposit of RMB200,000,000 (2015: nil) with original maturity
period of more than three months but within one year.

The effective interest rate of cash at banks is in the range of 0.01% to
1.56% (2015: 0.01% to 1.35%) per annum.

ACCOUNTS PAYABLE

Accounts payable mainly represent amounts due to contractors. Payment
to contractors is made by reference of progress of the respective
construction work and agreed milestones.

The following is an aged analysis of accounts payable presented based
on the invoice date:

26.

27.

28.

e VI HRAR M

ZREBITER

ZEFETERE—BEEATELNEAEND
ARG RINR A iF440)) - RBEAEESHNNE
NEE R AEBNRITER . FR - KEBIRT
TR ARY256,310000t( —ZE—HE: AR
256,310,0007T ) B B {E BB E = H B HMRIT
BRI o

ZRBRITEREBRFRENF0.35%E4.75% (=
T—h%F : 0.35%%5.23%) °

RITEBREEAS
R-F—A®+-A=+—8 ROLHRALE
ERESMEASR=ARBIN—FZERFRA
R#200,000,0007t( —ZF —H4F : #) °

RITREEBEFF RN F0.01%E1.56% (—F—
FF : 0.01%%1.35%) °

FEAS BRX

RN RN E BB N A BB IR - BNABRENIE
DERRRRITITER R IBEERIED -

FENER A BRERIZEZ A B DTN T

2016 2015

—E-—RE —T—hF

RMB’000 RMB’000

ARET T ARETIT

Within 1 month —(EAA 832,363 955,153
1 to 12 months 121218 A 35,676 91,321
13 to 24 months 13Z=241E A 16,866 37,191
Over 24 months 24E A LA £ 36,533 18,631
921,438 1,102,296

ACCRUALS, DEPOSITS RECEIVED AND OTHER
PAYABLES

29. BETEM  CHRERERHEMENRKE

2016 2015

—E-RE —ZT—hF

RMB’000 RMB’000

ARETT AREFIT

Receipts in advance TEWGRIE 217,355 3,627,073
Other payables and accruals A0 FE T RE K ERT B A 324,468 2,733
Amounts due to related parties FEfTRAE AT FRIE = 50
Amounts due to non-controlling interests FER FEFE IR REZS IR 4,715 4,493
546,538 3,944,349

BE(FE)BERABRAF
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For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

29. ACCRUALS, DEPOSITS RECEIVED AND OTHER 29. EFTER - e lWeREMERNRE
PAYABLES (cont'd) (&)
Receipts in advance primarily consisted of sales proceeds received from TBUGRIE £ ERIERR S WE 2 S5 EFTSRUE °
customers.
Included in other payables and accruals at 31 December 2016 are RZZBE—RF+ZA=+—H  HMENKERE
deposits and retention money payable of RMB108,566,000 (2015: FrERAERFRREMRE S ARE108,566,0007T
RMB115,534,000), which are expected to be settled after more than one (ZZ—h%F : AR¥115,534,0007T) *© BHEAE AR
year. B—FRNE -
Amounts due to non-controlling interests and related parties, in which PR FEIE R i R B A TR (SRR T R E
the ultimate controlling party has beneficial interests, are unsecured, BEERER) AEER  2ERARERESR -
interest-free and repayable on demand.
30. BORROWINGS 30. BE&
2016 2015
—RE —ZE—RF
RMB’000 RMB’000
ARBTT ARET T
Borrowings comprise: BEERE
— Variable rate bank loans —FBIRTTER 8,228,366 6,540,535
— Fixed rate bank loans —BEEFMRBITER 272,845 944,865
— Other borrowings —HiEE 280,000 680,000
— Loans from non-controlling interests — PR RE R B 66,544 83,536
— Domestic corporate bond —EBARARIES 2,600,000 -
11,447,755 8,248,936
Less: Front-end fee B BIEAE A (30,488) (15,055)
11,417,267 8,233,881
Analysed as: DT
— Secured — B 8,597,491 8,150,345
— Unsecured — IR 2,819,776 83,536
11,417,267 8233881
Borrowings repayable within a period of: BEARUTHERNES :
— Not more than 1 year or on demand ——FRIZERK 3,580,323 1,676,275
— More than 1 year, but not exceeding 2 years —HRiB—FEBLRRE 2,062,633 2,786,866
— More than 2 years, but not exceeding 5 years —HBBRFEEDRAF 4,022,903 1,794,137
— More than 5 years —RFLAR 1,781,896 1,991,658
Total borrowings BEE@st 11,447,755 8,248,936
Less: Amount due within one year shown B mBIBREE TR —FREH 2 FIB
under current liabilities (3,580,323) (1,676,275)
Less: Front-end fee B BIEAE A (30,488) (15,055)
Amount due after one year R—F B8z F0E 7,836,944 6,557,606
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30.

BORROWINGS (conta)

All the Group’s borrowings are denominated in the functional currencies
of the relevant group companies (i.e. RMB and HKD) except loans from
non-controlling interests of subsidiaries amounting to RMB66,544,000
(2015: RMB63,409,000), which are denominated in USD.

In 2015, an independent third party provided joint guarantees to
the bank loans of the Group amounted RMB140,000,000. Certain
secured bank loans with amounts of RMB1,370,000,000 (2015:
RMB1,694,000,000) were secured by certain properties owned by an
independent third party.

In 2015, a secured bank loan with an amount of RMB500,000,000 was
jointly secured by certain properties owned by Ms. He Yaxing, the spouse
of the ultimate controlling party.

Certain secured bank loans with aggregate amount of RMB678,000,000
(2015: RMB1,234,000,000) was jointly secured by properties owned by
related companies controlled by Mr. Wong.

For bank loans denominated in HKD, the effective interest rates ranging
from 2% to 4.25% (2015: 2% to 2.2%) per annum. For bank and other
loans denominated in RMB, the effective interest rate was ranging from
4.35% to 8.95% (2015: 5.39% to 8.95%) per annum.

Loans from non-controlling interests are unsecured and interest-free.
The loans were initially recognised at fair value and subsequently stated
at amortised cost which was estimated by discounting the nominal value
of the loans at effective interest rate of 2.08% (2015: 2.08% to 4.55%)
per annum. The loans were fully repaid subsequent to the end of the
reporting period.

On 26 August 2016, a subsidiary of the Company, Zhengxinglong
Real Estate (Shenzhen) Co., Ltd. (“Zhengxinglong”) issued a
domestic corporate bond (the “Bond”) with a principal amount of
RMB2,600,000,000 and will be repayable in full by 26 August 2021.
Zhengxinglong shall has an option to rise the coupon rate from 6.5%
up to 7.5% per annum after the end of the third year (“coupon rate
adjustment”). Zhengxinglong will make an announcement of the
determination on the coupon rate adjustment and irrespective of whether
adjustment will be made or not, the investor can exercise retractable
option within 3 working days from the third anniversary of the issue date.

The Bond is listed in Shenzhen Stock Exchange. In the opinion of the
directors, the fair values of the entitlement of coupon rate adjustment
and investor’s entitlement of selling back the Bond are insignificant at
initial recognition and at the end of reporting period.

Management estimates the fair value of the Bond as at 31 December
2016 to be RMB2,535,000,000 with reference to the quoted market
price of the Bond.

30.

e VI HRAR M

BE @)

Fﬁﬁﬂiﬁmﬁg\%ﬂ*ﬁﬁﬁﬁl’ AIRThAEEH (BIA
R¥EEBIT)EHE - REM IR ERERAR
%66,544,000%(_ai ﬁfﬁ- A #63,409,0007T)
IASEITTETHERRSD ©
73 —T—RF ﬁi%*ﬁﬁﬁlﬁﬂﬁfﬁ br¢7
E’JE R AR #140,000,0007T ° :Fﬁ?%‘ﬁ%
fETTEﬁAEM1,370,000,000TE(_ T—HF: A
R #1,694,000,0007) BB £ =SB Z2E T
E S

RZZ—HF + ARM500,000,0007cH) A EHFRIT
,\TAEEE*W? BHzEBAGEZ T HEENETY
FERRER -

T REMRITERE S HEARK678,000,0007T
ZZT—hHF : AR¥1,234,000,0007T) B 5 5 A%

i 2 BAEsE X R PR A e SR VEHBE -
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BEBREN N F2%

£4.25% (ZF— ﬁfﬁ : 2%:.:2 2%) ° BLAA RS
ERRITREMESRMN S @ BEFHNENF435%%

8.95% (=T —Hh%F : 5.39%i8.95%)

FEERERZ ERAEERARL S - BAEFEREA
RBEVTSER - ERZEHKATIR - AN
BRARTh122.08% (ZFE—FH4F : 2. O8%:.:4 55%) 2 &
BREFXBREREEETE - ERERRES
RREHERE

RZE—RNENAZT+/NB ' ARFZHBA
EEEMECRI)ERA T(FB&&%J)%&@%W
u%ﬁ(r;z &%) - AeE A AREE2 600,000,000
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REERFAEMNATEEHASE (THEEESELH
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TERARTTIER SR IZRE -

ZEHFRANEBELFZXSMET - EERE -
HEENMREELEZES ZEMNZAR
VIRTER RS MARB L AEK -
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fEER

KB2EZBEFZ2MSRER  EREMFZESR
TR -RFTZAZT—HZAABERARE

2,535,000,0007T °
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31. SHARE CAPITAL 31. B
2016 2015
—E-RE —T-RF
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
RAEE THET AR®TR RmEE FH T ARETT
Authorised share capital of ARRETERA :
the Company:
Ordinary shares of HK$0.01 each  SXEE0.01E T
VE R 30,000,000,000 300,000 240,000 30,000,000,000 300,000 240,000
Issued and fully paid share capital ~ RAATIEETRER
of the Company: [NE
Ordinary shares of HK$0.01 each ~ SMREE0.01BTH
At 1 January Lk
®—A—H 4,693,582,792 46,935 39,115 3,893,582,792 38,935 32,336
Arising from placing shares in AR-—S—hFERE
2015 Bfm mEE - - - 800,000,000 8,000 6,779
At 31 December W+=-B=+—H 4,693,582,792 46,935 39,115 4,693,582,792 46,935 39,115
32. RESERVES 32. &
2016 2015
—E-RF —ZT—hF
Notes RMB’000 RMB’000
Mt AR¥TT AREBTIT
Share premium 1n (& (i) 6,299,142 6,299,142
Convertible preference shares AR B ST AR (ii) 5,959,114 5,959,114
Other reserve HAhf (iii) (11,235,356) (11,262,576)
Exchange reserve R (iv) 66,011 63,717
Share option reserve (note 37) PRI (MY7237) 128,404 =
Investment revaluation reserve B E GG (v) 163,336 =
Statutory reserve EERE (vi) 147,427 66,373
Retained profits 1REE & F 7,397,319 6,716,192
8,925,397 7,841,962
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32.

RESERVES (contd)

Notes:

The movements of the Group’s reserves for the year are presented in the
consolidated statement of changes in equity of the financial statements. The nature
and purpose of the reserves are as follows:

(i)

(i)

Under the Companies Law (2011 Revision) of the Cayman lIslands, the
share premium account is distributable to shareholders of the Company
provided that immediately following the date on which the dividend is
proposed to be paid, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business.

On 30 November 2015, the Company issued convertible preference shares
(“CPS") at issue price of HK$2.06 per share, of which 3,413,473,023 CPS
were issued to Mr. Wong for aggregate consideration of HK$7,031,754,000
(equivalent of approximately RMB5,959,114,000) as consideration for the
transaction.

Key terms of the CPS

Holders of the CPS will be entitled to receive notices of and to attend
the general meetings of the Company but are not permitted to vote
unless a resolution is proposed to vary the rights of holders of the
CPS or a resolution is proposed for the winding up of the Company;

Holders of the CPS have the right to convert each CPS at any time
into one ordinary share of the Company without the payment of
any additional consideration. The holders may not exercise the
conversion right if upon the conversion, the percentage of ordinary
shares held by the public will fall below the minimum public float
requirement under Rule 8.08 of the Listing Rules. The shares that
are issued upon the exercise of the conversion right of the CPS are
not subject to any restriction;

The CPS cannot be redeemed by the Company;

Holders of CPS will have priority over the holders of ordinary shares
of the Company on the assets and funds of the Company available
for distribution in a distribution of assets on liquidation, winding-up
or dissolution of the Company;

Subject to compliance with all applicable laws and the article of
association of the Company, each CPS shall confer on its holder
the right to receive a preferred distribution from the date of the
issue of the CPS at a rate of 0.2% per annum, payable annually in
arrear. Such preferred distribution is non-cumulative. The board
of directors may, in its sole discretion, elect to defer or not to pay a
preferred distribution. No interest accrues on any unpaid preferred
distribution. If the board of directors of the Company elects to defer
or not to pay a preferred distribution, the Company cannot pay any
dividends, distributions or make any other payment to any ordinary
shares.

e VI HRAR M

32. R”RE#E)
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32. RESERVES (contd)

Notes: (Cont'd)

(ii)

(iii)

(Cont'd)
Key terms of the CPS (Cont'd)

The CPS are classified as equity instruments in the Group’s consolidated
financial statements as the Group does not have a contractual obligation to
deliver cash or other financial assets arising from the issue of the CPS.

Up to the date of the authorisation for issue of the Group’s consolidated
financial statements for the year ended 31 December 2016, no CPS has
been converted into ordinary shares of the Company.

Other reserve:

On 21 January 2014, China LVGEM, an independent third party and the
then shareholders of the Company, including Belbroughton Limited, Mr.
TAOCHAIFU Choofuang, Mr. TAO Richard, Mr. TAO Paul and Tian Xiang
Business Limited (together, the “Vendors”), had entered into a conditional
sale and purchase agreement (the “Sale and Purchase Agreement”) for
the acquisition of an aggregate of 858,800,792 ordinary shares of HK$0.01
each (the “Acquisition Shares”) of the Company (the “Acquisition”). The
Acquisition Shares represented approximately 64.83% of the issued share
capital of the Company and the Acquisition was completed as at 8 May
2014 (“Completion Date”).

On 2 June 2015, Urban Thrive Holdings Limited (“Urban Thrive”), a wholly
owned subsidiary of the Company (as the purchaser) and Mr. Wong (as the
seller) entered into an agreement pursuant to which Mr. Wong conditionally
agreed to sell and Urban Thrive conditionally agreed to purchase the entire
equity interest in Green View Holding Company Limited (“Green View”)
and its subsidiaries (collectively referred to as the “Target Group”) for a
total consideration of HK$13,785,000,000 (equivalent to approximately
RMB11,682,204,000) (the “Transaction”).

The Transaction was completed on 30 November 2015. Before the
completion of the Transaction, agreements were signed between certain
subsidiaries within the Target Group and certain entities controlled by
Mr. Wong, pursuant to which certain subsidiaries of the Target Group
(the “Disposal Group”) would be disposed of to the entities controlled by
Mr. Wong at a total consideration of RMB682,955,000 (the “Disposals”).
Further details of the Disposals are set out in note 35(b).
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32. RESERVES (contd)

Notes: (Cont'd)

(i)

(iv)

(v)

(vi)

Other reserve: (Cont'd)

32. fRw#E)

Bret - (&)

e VI HRAR M

(i) HAbfEE (&)

Other reserve mainly comprise: HivREETEEIE
Credit (debit) to other reserve HipfEE R (ZH) 2016 2015
—E—RE —ZE—RF
RMB’000 RMB’000
AR¥T T ARBFIT
(1)  Consideration shares at HK$2.06 (RMB1.65) Mz S ETEREE2.067
per share issued for the Transaction deemed to TT(ARE1.657T) R ERRGD
be issued at the beginning of the earliest (RIER T 2FREUIRFE1T)
period presented (4,380,717) (4,380,717)
(2) CPS at HK$2.06 (RMB1.65) per CPS issued for TEZ R ST TH I AT B S iR
the Transaction deemed to be issued at E{E2.06/8 T (AR#1.6570) /Y
the beginning of the earliest period presented AR B SRR GRIER KR 2 R
IRFEETT) (5,959,114) (5,959,114)
(3) Difference between the share capital and share ARAT N B IZSEBRRA s
premium of the Company and Target Group EERR (433,106) (433,106)
(4)  Transfer upon exercise of share options and 1715 B AR e S B 3 AT A A%
conversion of convertible bonds B (2,105) (2,105)
(5) Transfer upon cancellation of vested share options TR R B R AR A e (34) (34)
(6)  Effect of the Acquisition WEEmE s e 806,292 806,292
(7) Transfer upon the Acquisition U B =2 I 1 B A 191,563 191,563
(8)  Effect of the Disposals HETHEZZE (142,982) (142,982)
9) Deemed distribution to Mr. Wong in relation to Mz HAELEESTHHRE
the consideration paid to Mr. Wong for BIEDIRTFEESE
the Transaction (1,342,373) (1,342,373)
(10)  Equity transactions upon acquisition of W g IR R R A 5
non- controlling interests 27,220 =
(11,235,356) (11,262,576)
The exchange reserve comprises all foreign exchange differences arising (iv) [EH R ERE SN EENI B SRRTE LSRN

from the translation of the financial statements of foreign operations. The

BIHMNEZTE o AR TIBEHFIN 3N & HR

reserve is dealt with in accordance with the accounting policy set out in BRI o
note 3.
The movements of investment revaluation reserve of the Group are set out ()  AEENRESHEREZBHRIIOT
below:
2016
—E-REF
RMB’000
AR®T T
At beginning of the year F1 -
Available-for-sale financial assets: AHHESREE
— Fair value changes during the year - FRAREEES 217,781
— Deferred tax related to fair value changes - BRAARBEEHNELERIE (54,445)
163,336

As stipulated by the relevant laws and regulations in the PRC, certain (vi)
subsidiaries of the Company in the PRC are required to maintain a
statutory reserve which is non-distributable other than upon the liquidation
of the entity. Transfer to this reserve is made out of profit after tax of the

subsidiaries’ PRC statutory financial statements which are prepared in
accordance with the accounting principles generally accepted in the PRC.

REAATEERRERAE  ARAETHER
BIZAMEHF TR 9K BEE Rl 1% A BE R AIRR
SN o BTy B A RIRR B BB R R A S TR
Al B4R R B RE B T AR R ORI AR AL R
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33. ACQUISITION OF THE EXISTING GROUP 33.

The Company and its subsidiary (before the completion of the
Transaction) (the “Existing Group”) is deemed to have been acquired by
the Target Group at the Completion Date. The total consideration of the
Acquisition of HK$1,007,864,525 (approximately RMB806,292,000)
was paid in cash by China LVGEM to acquire approximately 75% of
the aggregate issued share capital of the Company (the “Deemed
Consideration”). The fair value of the identifiable assets and liabilities of
the Existing Group at the Completion Date were as follows:

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

W iR R R

ARARREMBRAR(REXZRSA) ([FEESE
B DA AR EHHEZEERE - FESS
LAIR & S Uk BE =18 2 8 X {8 &21,007,864,5257 7T
(£ AR #806,292,0007T) + AWBEARRREEITZ
AR A BEELI75% ([BIERE ] - REEEBENEA R
AR EERBEAAGENT ¢

RMB’000

AREFIT

Property, plant and equipment Y% - BB K& 7,317
Investment properties A 249,140
Deferred tax assets R TEE E 135
Properties under development for sale BRASEME 369,987
Properties held for sale HFEME 309,308
Other inventories Efiz & 22
Accounts receivable FEURBR X 73
Deposits paid, prepayments and other receivables BES © FERRIE R E bR R IE 39,249
Other current assets HibhmEh & E 998
Tax recoverable A B Y Fi T8 18,974
Restricted bank deposits SRR BRI TR 25,8
Bank balances and cash IRITHEHB RIS 379,530
Accounts payable FEATAREX (50,629)
Accruals, deposits received and other payables EErER - Bz e REMERFIE (362,348)
Borrowings BE (86,520)
Convertible bonds Al ES (34,523)
Deferred tax liabilities RIETIEAE (59,714)
Net assets acquired BREEEFE 806,998
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33.

34.

ACQUISITION OF THE EXISTING GROUP (contd)

Goodwill was determined as the excess of the Deemed Consideration
of the Acquisition and the amount of non-controlling interests of the
subsidiaries of the Existing Group and 25% deemed non-controlling
interest in the Existing Group over the fair values of the identifiable assets
and liabilities acquired of the Existing Group as at the Completion Date,
as follows:

33.

e VI HRAR M

WiRREEE ()

BEDRWRBERZBERE RESERBAR
FEE R & FE IR S SR 25 % AR VESE R iR A o
BHAREEMEBRRNEERAER KA H
ZAnBEZHEMNET  FEHIIMT

RMB’000

AREFIT

Deemed Consideration RIER(E 806,292
Plus: Non-controlling interests of the subsidiaries of N IRESEBMTE A R 2 IEIE IR (A i)

the Existing Group (Note) 40,745

Plus: 25% interest in the Existing Group (Note) o0 IRESEE 2 25% s (Kat) 191,563

Less: Recognised net assets of the acquirees W RES 2 BEREEFE (806,998)

Goodwill e 231,602

Note: The non-controlling interests at the Completion Date were measured at their
present ownership interests’ proportionate share in the recognised amounts
of the acquirees’ identifiable assets at the Completion Date.

This Acquisition has been accounted for using the purchase method
in accordance with HKFRS 3 Business Combination. Acquisition
and related transaction costs have been excluded from the Deemed
Consideration transferred and have been recognised as an expense
directly. Goodwill arose in the Acquisition because the cost of the
combination included a control premium, as well as the benefit of
future market development and fund raising platform for the properties
development business. These benefits are not recognised separately
from goodwill because they do not meet the recognition criteria for
identifiable intangible assets.

ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH
ACQUISITION OF SUBSIDIARIES

(@)  As detailed in the announcements issued by the Company dated
30 July 2015, 13 August 2015 and 22 March 2016, Jianmai
Limited, an indirect 75%-owned subsidiary of the Company as
the purchaser entered into an acquisition agreement on 30 July
2015, with Hanison Construction Holdings (BVI) Limited, an
independent third party to the Group as the vendor and Sanney
Limited, an independent third party to the Group as vendor’s
guarantor pursuant to which Jianmai Limited conditionally agreed
to acquire from the vendor the entire issued share capital in
Wisdom Concept Development Limited (“Wisdom Concept”) for
an aggregate consideration of HK$710,000,000 (equivalent to
RMB606,837,000). Wisdom Concept is engaging in property
development in Hong Kong of which the main asset is a land
held for development and thus the acquisition was regarded
as acquisition of assets and liabilities through acquisition of a
subsidiary. The acquisition was completed on 22 March 2016.

34.

HfaE : TRERK B e FEIR AR i 2R Th iR E A B B 75 AT 8B
AERTK A BN ERERTORBMAEER
LB D EEAE

ARBEERRBEE U B ME L FEIREL S R
RUEBEARR - WEBERREAXSRATBIE
HRIGERE  LEEERERAAX - WEFRA
EAERB RN AZES 5 B S G A R R R
MERENREMMERBEEBFaMEENES
FE - RN XS AT A Al BRI T & B HO FE
RRAE - BUL W AR R BRI ER -

ERWENBARKBEERER

(@) BWWARBR=ZZT—AFLA=1+H ZF—
AENAT=BER=_Z—A"F=A=+=H
HENAEMEFR RZFE—AFEA=T
H RBERAA(AARHAEERTSbER
ZWBAR  ERER)ERKEBIE=7
Hanison Construction Holdings (BVI) Limited
(ERER ) RAEEBYFE=FBEBRAT
(ERER 2 ERAFINWEHE - Bt - 7
BERARGHKRHERERER KEESERES
RAF(THAS) )z 2B BEITRA - BRER
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34. ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH
ACQUISITION OF SUBSIDIARIES (contd)

(a)

(b)

(Cont'd)

Assets and liabilities recognised at the date of acquisition:

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

34. ZBYWEHBARBBEERER®W)

(a)

(&

MR

NEE R R EER AR

RMB’000

ARETT

Properties under development for sale BRBPEEYE 606,906

Other receivables H Ath FEYGRIE 6

Accruals, deposits received and other payables FEEtER  EWige RE M ENFRIA (75)

Net assets acquired BREEEFE 606,837
Net cash outflow arising on acquisition: U BE SR IR & R AE

RMB’000

ARETT

Cash consideration paid BEESRE 606,837

On 30 April 2015, Xingfu (China) Limited, an indirect wholly- (b) R=-ZT—RFMA=+HB BF(FE)EGRA

owned subsidiary of the Company, and Crown Profit (HK)
Industrial Limited, an independent third party of the Group,
entered into a sale and purchase agreement, pursuant to which
Xingfu (China) Limited conditionally agreed to purchase, and
Crown Profit (HK) Industrial Limited conditionally agreed to
sell and transfer, 10,000 shares in the issued share capital of
HongKong Jiatian International Trading Development Limited,
which represents its entire issued share capital, and its non-wholly
owned subsidiary (collectively referred to as the “HongKong Jiatian
Group”), for a total cash consideration of RMB145,200,000.
HongKong Jiatian Group was engaged in property investment
in the PRC through its non-wholly owned subsidiary and thus
regarded as acquisition of assets and liabilities. The acquisition
was completed on 4 May 2015.

Assets and liabilities recognised at the date of acquisition:

A(ARABRZEE2ENBAR)EEE(EE)
BEXBERDA(AEBBLE=7)ILEEW
@ Bt BE(REDARAREKREREE
AEMEE(ES)BEXBRAFRBGRERELE
MEERASENRRESERERARCHT
B AN FR 2 10,0008 B - BN E 2 302 # 1T
A EREIFRENE R R (A TAHE FEE
HEE])  RIEKBEERAGRRESRER
AR ¥145,200,0007T - HFEREE B BE
FEEMBARRPENEYERE - 2B
FERN_ZT-AFAAMA K °

KU R BB 2 EERARE -

RMB’000

ARETFT

Investment properties REYE 227,890
Other receivables b FEYGRIE 164
Bank balances RITHERR 13
Accounts payable FEITAREX (1,500)
Accruals, deposits received and other payables EErER - Bz e REMERFIE (2,967)
Borrowings BE (30,000)
Net assets acquired BREEEFE 193,600
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34. ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH
ACQUISITION OF SUBSIDIARIES (contd)

(b)

(Contd)
Non-controlling interests:

The non-controlling interests (25%) in non-wholly owned
subsidiary of HongKong Jiatian International Trading Development
Limited recognised at the acquisition date were measured by
reference to the proportionate share of recognised amounts of net
assets and amounted to RMB48,400,000.

Net cash outflow arising on acquisition:

e VI HRAR M

4. ZBYWEHBARWREERER®)

(b)

(&)
FEIEAR AR

RIS B Rz BB ERERE S ERAR
REARZEMME R BRI ERR(25%) » Ty
2ERLPINEEEFENERSHEAE - B
©FHAREEA8,400,0007T °

W BB TS R A0 IR S HFRR

RMB’000

AREFT

Cash consideration paid BENEERE 145,200
Less: Bank balances acquired B BUEIRITAERR (13)
145,187

35. DISPOSAL OF SUBSIDIARIES

(a)

35. HEKBAF

Disposal of a subsidiary in 2016 (a) R-ZBE—AFHE—BHREARA
On 26 April 2016, the Group as the vendor entered into a sale RZEBE-—R"FEAZ+RA  A&EEHERE
and purchase agreement with /MM SWBEHERBEERA 7 EAE BB E =5 BN SR EHE R
7] (Huizhou Manha Real Estate Development Co., Ltd.*) an BHERARI(ERE R EEWHZ - i
independent third party of the Group, as the purchaser to dispose ErENMBARBNESEHEREERA
of the entire equity interests in a wholly-owned subsidiary, A([EMNERDNEHRE REAARKE
Huizhou LVGEM Real Estate Development Co., Ltd. (“Huizhou 54,798,0007T ° B M AR Z A B E M EY
LVGEM") at a consideration of RMB54,798,000. Huizhou LVGEM FERE ZHEFER_Z—FNATHE
was engaged in property development in Huizhou, the PRC. The X e
disposal was completed on 10 August 2016.
Net assets of the above subsidiary at the date of disposal were as REEBE  EllHBARNEEFENT
follows:
RMB’000
ARBTT
Net assets disposed of: EHEEEFE
Properties under development for sale BREPFEME 36,419
Bank balances and cash RITHERRIE S 39
36,458
Gain on disposal of a subsidiary
(included in “other income”) o — BT A Al as (BT AT E AU L) 18,340
Total consideration @R(E 54,798

& For identification purpose only 1£#t:5 5!

#E(PEBERERR DA
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35. DISPOSAL OF SUBSIDIARIES (contd)

(a)

(b)

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

35. HEMBAE (&)

Disposal of a subsidiary in 2016 (Cont'd) () REB—ARFHE—HEMBAR(E)
An analysis of the net cash inflow of cash and cash equivalents in ERLEEENR S RASEBMESRAF
respect of the disposal is as follows: BEAOMAR :
RMB’000
AR¥T
Total cash consideration received BBHRESRE 54,798
Bank balances and cash disposed of BHERITEBR KA S (39)
Net cash inflow on disposal HENHRSRAFE 54,759

Disposal of subsidiaries in 2015

As disclosed in note 32(iii), agreements were signed between
certain subsidiaries of the Target Group and certain entities
controlled by Mr. Wong, pursuant to which certain subsidiaries of
the Target Group would be disposed of the entities controlled by
Mr. Wong at a total consideration of RMB682,955,000.

On 13 May 2015, the Target Group as the vendor entered into a
sale and purchase agreement (the (“Shenzhen Wanghaiyikang
Disposal Agreement”) with Shenzhen Jinshunlai Investment
Development Co., Ltd. as the purchaser to dispose of the
entire equity interests in a 90%-owned subsidiary, Shenzhen
Wanghaiyikang Industrial Development Co., Ltd. (“Shenzhen
Wanghaiyikang”) at a consideration of RMB25,240,000. Shenzhen
Wanghaiyikang disposed of certain investment properties to an
independent third party before the completion of the Shenzhen
Wanghaiyikang Disposal Agreement, since then, it became a shell
company with no property holding or active business. The disposal
was completed on 13 May 2015.

On 13 May 2015, the Target Group as the vendor entered into
a sale and purchase agreement with Shenzhen LVGEM Entity
Management Group Co., Ltd. as the purchaser to dispose of the
entire equity interests in a wholly-owned subsidiary, Shenzhen
Lvsheng Investment Development Co., Ltd. (“Shenzhen Lvsheng”),
and its subsidiary (collectively referred to as the “Shenzhen
Lvsheng Group”) at a consideration of RMB381,230,000.
Shenzhen Lvsheng Group holds the industrial factory area
in Nanshan district in Shenzhen, the PRC. The disposal was
completed on 13 May 2015.

On 29 May 2015, the Target Group as the vendor entered into
a sale and purchase agreement with Jinling Holdings Limited as
the purchaser to dispose of the entire equity interests in a wholly-
owned subsidiary, Jin Xin Investments (Hong Kong) Limited
(“Jin Xin"), and its subsidiaries (collectively referred to as the
“Jin Xin Group”) at a consideration of RMB276,485,000. Jin Xin
Group was engaged in property development in Zhuhai, the PRC,
through its subsidiaries. The disposal was completed on 29 May
2015.
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R-ZB-—RFHENEAR

AN 32K E - BEEEETHEAR
BB AEN 2 E TERBI LM - Bt
AREEZETHBARSHE FEL AR
HzETER ARE/SARMK682955000
T o

R-ZE—AFEHEA+=0 BELEEUEAE
F)EFRYIT S IERIEEERER AR (EAE
HEI—th B (RYIE SRR LER
#FD o UNHEEEEO%ER 2 B R RF
YT IE R E EEREGR AR (RIS
)z =88k - RE AR ARK25,240,000
T ° RIERORYIFE e R &g 2 81w
HEEREABYE = FHESTREDE
Bt © ENAZER AR MEREMERSEE
Ko HESHEER-_ZS—RAERA+=HR
W °

RZZ—RFHEA+=H BBREE{EAE
TERYMEREEEREEARAR(ES
BRI~ EE R - WHEERZEN
BARRIMERIREERER AT (NRYIER
R REMBAR(GREIRYIERER]) 22
ERALHE - B R AR¥381,230,0007T © R
BRFETEIRYMELEZ THE - HEFE
HER-—Z—AFHA+=HB%MK -

RZZE—RAFRA=ZTIH  BEEEE(EAR
Eh)ESEEEBRAR(EAE )R] —
NEEWE ALEER2EHBARSE
KEEB)ARAR(SEDRENBAR
(Bl =Rl ]) 22 BRE  REAARE
276,485,0007T ° €z S ERFBEKEGERE
WMEARNEYHEER HEEFBEER T —
AFAA=ZTHABZERX -
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35. DISPOSAL OF SUBSIDIARIES (contd)

(b)

Disposal of subsidiaries in 2015 (Cont'd)

The difference of RMB90,671,000 between the aggregate
consideration of RMB682,955,000 and the carrying amount of
assets and liabilities of the disposed subsidiaries as mentioned
above of RMB773,626,000 was considered as a deemed distribution
to Mr. Wong and debited against other reserves of the Group.

The aggregate consideration was satisfied by (i) RMB100,260,000
offset against the amount due to the ultimate controlling party;
(i) RMB582,695,000 settled against dividend declared to the
ultimate controlling party by the Target Group (see note 11).

Net assets of the above subsidiaries at the date of disposal were
as follows:

e VI HRAR M

35. HEMBAE (&)

(b)

RE-Z-—RFHENBAR(E)

BB A R %682,955,0007T B X ATt B
HEMBARAZEENRABEREBEARK
773,626,0007T i) Z= # A R #90,671,0007T #
RRELEN DR MG AR EE N EMBFEE -

BREBRATAAIN - DARE
100,260,0007T 82 & 5 Ax 4 422 AL 7 SRIR IR 8H
(iV AR #5582,695,0007T 5 B 13 & B[R] S 4245
R Bk 2 BB SE (R A1) -

NEERH - BB ARNEEFENT

RMB’000
ARETIT
Net assets disposed of: EHEEEFE:
Property, plant and equipment M - RE R 28,898
Available-for-sale investments AHHERE 4,500
Deferred tax assets RERIBE = 2,587
Properties under development for sale BRPGEME 558,591
Properties held for sale FEME 247,146
Tax recoverable ATYR IR 1B 239
Accounts and other receivables, deposits and prepayments FEUBR X E b fEUNZRIE ~ 124 M IEZIE 247912
Bank balances and cash IRITHEHBRIRS 16,139
Accounts and other payables, accruals and FERTBR A R H M EN SRR « FERTE A REYIRS
deposits received (310,181)
Tax liabilities HIEBE (9,191)
Deferred tax liabilities BERIE S B (13,014)
773,626
Release of non-controlling interests AR FEIE AR R A (11,327)
Exchange reserve released on disposal HERRG 2 IEH G 63,638
Loss on disposal of subsidiaries BT A BB (BT AT Efth e 1)
(included in “other reserve”) (142,982)
Total consideration BIR(E 682,955

An analysis of the net cash outflow of cash and cash equivalents

ERLEMBARMNRAS MRS FEYR SR F

in respect of the disposal of subsidiaries is as follows: BT :
RMB’000
AREF T
Total cash consideration received BRERERE -
Bank balances and cash disposed of EHERITER RIS (16,139)
Net cash outflow on disposal HEMR SR FRE (16,139)

#E(PEDBERERRLA 133
T NFFR



Notes to the Consolidated Financial Statements

e VIR

36. CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL
INSTRUMENTS

(a)

Convertible bonds

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

6. IRRESFRITESMTA

(a) THRRES

2016 2015

—E-XE —T—hF

RMB’000 RMB’000

ARBTR ARETT

Net carrying amount as at 1 January R—A—B8REFE = -

Issue of convertible bonds (the “CB 2018")  Z{7al#fEA ([ —T— \FrJ A% 550,530 =
&H )

Interest expense FERAZ 13,258 =

Interest paid EfAE (4,602) -

Net carrying amount as at 31 December R+ A=+—BRNEREFE 559,186 -

On 6 November 2016, the Company entered into a Convertible
Bonds Subscription Agreement (the “Agreement”) with a third
party, Chance Talent Management Limited (the “Subscriber”).
Pursuant to the Agreement, the Subscriber agreed to acquire the
CB 2018 with aggregate principal amount of US$100 million at
interest rate of 5.5% per annum, payable by the Company semi-
annually in arrears from the issue date. The maturity date is on the
second anniversary of the issue date. The CB 2018 were issued to
the Subscriber on 18 November 2016.

The bondholder has the right to convert the CB 2018 in whole or
in part into shares at any time on or after the issue date of the CB
2018 up to the respective maturity. 281,159,420 new shares will
be issued upon full conversion of the CB 2018 based on the initial
conversion price of HK$2.76.

The CB 2018 will be redeemed on maturity at a value equal to
the amount equal to the aggregate of (a) the aggregate principal
amount of such outstanding CB 2018; (b) any accrued but unpaid
interest on such outstanding CB 2018 on the redemption date
(other than default interest); and (c) (if the sum of the amounts
referred to above (a) and (b) fall shorts of making up an internal
rate of return of 8% on the aggregate principal amount of CB
2018) such additional amount which would make up an internal
rate of 8% on the aggregate principal amount of CB 2018.

Further details of the terms and conditions of the CB 2018
were disclosed in the announcements of the Company dated 6
November 2016, 8 November 2016 and 18 November 2016
respectively.
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RZZT—RE+—ARB ARRIE—FZE=H
Chance Talent Management Limited ([ 2B A 1) &
A gRESREGE(ZRE] - BIEZB
o REBAREREASBBEAESET  REME
55%TBM T — \FrRES - FIBEBFHTH
HERBEFRAARRINM - FHA BETEY
BEDmMESF - ZT—N\FABRREFR 2T —X
F+—A+NBBEITTFREA -

BERHAABER T — \FrRESETHAY
EHMZEEMEBAEISA LBERE2MANH-F
— N\ HRRESFER B - 281,159,420/ %
R =T — NFrlR R ESERHERR RS
HIE2. 768 L ET ©

—E)\FUBRREFSRIMARRL - BEER
BERTIRN BB BARER T~ \F7]
BRES 2 ASLE  DERERAREHR-_ZT—N\
F AR ESNIE D B HZ EEHE RN AR GELF
BRI ¢ Falc) (i £32(a) K (b)IRATLERIE 2 AT
RASABEIREZ_T— NFAIRREFA SR
#28%) IS AEE R EE —T— \F A HKES
R BERB% 2 BRARINEER ©

ZE - N\FABREEFOER RGN E - TS
RARBRBADB R -FE—XRF+—HKE —F
—RET-ANBRZZE-—R"E+—-—A+NHHD
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36. CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL  36.
INSTRUMENTS (conta)

(@)  Convertible bonds (Cont'd)

The CB 2018 contains two components, debt component and
derivative component. The effective interest rates of the debt
component is 19.98% per annum. The derivative component is
measured at fair value with changes in fair value recognised in
profit and loss.

(b)  Derivative financial instruments

e VI HRAR M

JHRRESRITESHMT A

(@) TFHRRERE)

- N\FrBRE S B EMER D (ERBER
DERTETARD) - EHEHFIHNERNES
FF19.98% ° TETAFARAABEER
BRTREAN AR BEZEITE -

(b)) FTEEWMTIA

2016 2015

—E-AE —T—hEF

RMB’000 RMB’000

AR¥TT ARKETTT

Net carrying amount as at 1 January R—A—H8REFE = -

Embedded derivatives at the date of RAJ AR EH 31T B BB ARLTE 135,518 =
issue of convertible bonds THA

Gain arising on changes in fair value DR BEZSELENHRES (15,022) -

Net carrying amount as at 31 December R+ A=+—HHEEFE 120,496 -

The methods and assumptions applied for the valuation of the
CB 2018 at initial recognition and at 31 December 2016 were as
follows:

The fair value of the derivative financial instruments at initial
recognition and as at 31 December 2016 derived by using
the Binomial Option Pricing Model were approximately
RMB135,518,000 and RMB120,496,000, respectively, which
were determined by the directors of the Company with reference
to the valuation performed by Asset Appraisal Limited, a firm of
independent professional valuers with appropriate qualifications
and recent experiences in the valuation of similar derivative
instruments with reference to market values. During the year
ended 31 December 2016, the Group recognised the fair value
change of RMB15,022,000 in the consolidated statements of
profit or loss.

The inputs used in the Binomial Option Pricing Model adopted by
the independent professional valuer in determining the fair values
at the respective dates were as follows:

At
At date of issue 31 December 2016

RYSBRER -_B—AF+_A=+—AYH-T
— J\GE T R R 3438 7 1 R B R 10 75 35 R R R
T

TESRTARTERER —ZE—R"F+-_A=
T ARA_EAANEEERLTEZAABED
RI#) A AR #135,518,0007T & A K #120,496,000
T FRSBEDNARRERE2EHMELEETER
MAERARETHEENEE  ZAREREE
BEBI BRMEER - BE2EMENEREED
ETATEFEAONER -BE_T—RF+_-H
=t+—BLFE  FEERGERRRTRABAN
BEZE ARK15,022,0007T

BY ZXMHEMNS B HREE QAR BERTERAN
"IN BRI P ANBABENT

Share price HK$2.49 HK$2.39
Exercise price HK$2.76 HK$2.76
Expected dividend yield 0.40% 0.42%
Volatility 52.35% 52.18%
Risk free interest rate 0.783% 1.025%

RZE—RF

NETRE  +=A=+—~

A= 249787 23987
1T{EE 276787 27687
TEEARR B 0.40% 0.42%
IR 52.35% 52.18%

4 3\ [ 1| 2R 0.783% 1.025%
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37.

SHARE-BASED EMPLOYEE COMPENSATION

The share option scheme adopted by the Company on 14 November
2005 expired on 13 November 2015. On 2 June 2016, the Company
adopted a new share option scheme (the “Scheme”) at the annual
general meeting of the Company held on 2 June 2016.

Pursuant to the Scheme, the board of directors may, at its discretion,
invite any executive or non-executive directors including independent
non-executive directors or any employees (whether full-time or part-
time) of the Company, its subsidiaries and associated companies;
any discretionary objects of a discretionary trust established by any
employees, executive or non-executive directors of each member of the
Group or its associated companies; any consultants, professional and
other advisers to each member of the Group or its associated companies
(or persons, firms or companies proposed to be appointed for providing
such services); any chief executives or substantial shareholders of the
Company; any associates of any director, chief executive or substantial
shareholder of the Company; and any employees (whether full-time or
part-time) of substantial shareholders of the Company, provided that the
board of directors may have absolute discretion to determine whether
or not one falls within the above categories, (together, the “Participants”
and each a “Participant”), to take up options (“Option(s)”) to subscribe
for shares at a price determined in accordance with the paragraph
below.

In determining the basis of eligibility of each Participant, the board of
directors would take into account such factors as the board of directors
may at its discretion consider appropriate.

The Scheme shall be valid and effective for a period of ten years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue to
be exercisable in accordance with their terms of grant.

The exercise price of a share in relation to each Option granted under
the Scheme shall be a price solely determined by the board of directors
and notified to a Participant and shall be at least the highest of:

(a)  the closing price of the Company’s shares as stated in the Stock
Exchange's daily quotations sheet on the business day on which
an offer is accepted by the grantee or if such date of acceptance
by the grantee is not a business day, the immediately preceding
business day;
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For the year ended 31 December 2016
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For the year ended 31 December 2016
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37. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 37. URBZNHEESEHM2)

(b)  a price being the average of the closing prices of the Company’s
shares as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date on
which an offer is accepted by the grantee (provided that the new
issue price shall be used as the closing price for any business
day falling within the period before listing of the shares where the
Company has been listed for less than five business days as at the
date on which an offer is accepted by the grantee); and

(c)  the nominal value of a Company’s share.

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
scheme of the Company shall not in aggregate exceed 10% of the total
number of shares in issue on the date of commencement of dealings in
the shares on the Stock Exchange (“Scheme Mandate Limit”), unless
the Company obtains an approval from its shareholders. Options lapsed
in accordance with the terms of the Scheme will not be counted for the
purpose of calculating such 10% limit.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding Options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of the Options granted to each participant
(including both exercised and outstanding Options) in any 12-month
period shall not exceed 1% of the total number of shares in issue.

Offer of an option (“Offer”) shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in accordance
with the terms of the Scheme and the option to which the Offer relates
shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer
duly signed by the Grantee together with a remittance in favour of the
Company of HK$1.00 by way of consideration for the granting thereof is
received by the Company within 30 days from the date upon which the
Offer is made.

On 28 June 2016, the Company granted share options under the
Scheme to certain Participants which will enable the Grantees to
subscribe for a total of 285,800,000 ordinary shares of HK$0.01 each in
the share capital of the Company.

(b) BEBAEAR AW REE X AR ATH
R PR A AN R B AR D T e B (R AR 2
AR BHEARAERE ARIE LHH B &4
RAEEER - AFETERBIERD LA
HREEAEERNKHE): &

() —BRARFRMEIE -

BT R Z A 8 R AR R A A A B AR AT 813K
HE A BRAER BTARN A AT EER
REEZ AR EE E A D TR AEMN10% ([5
SIEERE D - HEARBERGBRMBERIRSIN -
At EZ10%RBI F et MARE %t SRR E KKK
BAHE -

BEZEZBEMEMBRTE - RITERZEE LA
N B () H A B A A AT 8 B B R B M AR AT (R BV AT
BARITEBERER  RZAHETHROKAE TSE
BN B TR D A EEN30% ©

BROERE BRI - IMER T A MERETERT
FE2EENERE(BRETERERITENER
BMEBITRE FETHNROESE - TSBBEH
TR HEERHI 1% ©

EA2EE ([ HERA D LIRRZ AT B EFIENE
BEZHTEQ]D ARG SEMANERL MEHE
BEMBONBHERARARAZA/RE  LEAN
REWEHELNE HE30E RN - HEARAEZENE
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RER HBOABNBRENERSERBILE
R o

RZZB—RFNAZTNR » KR BREZF R
ET2EERDBRE  EARAEARBERRAF
A&7 Fh & #£285,800,000/% & A% I H0.01 78 T &9 & 38
B o
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For the year ended 31 December 2016
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37. SHARE-BASED EMPLOYEE COMPENSATION (Contd)

Details of the Options granted by the Company pursuant to the Scheme
and the Options outstanding as at 31 December 2016 were as follows:

Number of options
BREHE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during during during 31 December price per
Date of grant period 2016 the year the year the year 2016 share
(dd/mmiyyyy) (dd/mmiyyyy) HK$
RZB-R% R=Z-5%
-A-H +=A=t-H
RitAH i Wi RERRE  RERTRE RERXY mEs  SRTEE
(B/R/%) (B/R/%) AT
Executive directors ~ H{TEZ 28/06/2016 28/06/2016 - - 15,600,000 - - 15,600,000 1.846
(Note 1) (hrzt1) 27/06/2026
Executive directors ~ HI{TEZ 28/06/2016 28/06/2017 - - 15,600,000 - - 15,600,000 1.846
(Note 2) (Hit2) 27/06/2026
Executive directors ~ H{TEZ 28/06/2016 28/06/2018 - - 20,800,000 - - 20,800,000 1.846
(Note 3) (hrz£3) 27/06/2026
Employees = 28/06/2016 28/06/2016 - - 70,140,000 - - 70,140,000 1.846
(Note 1) (Hit1) 27/06/2026
Employees ] 28/06/2016 28/06/2017 - - 70,140,000 - - 70,140,000 1.846
(Note 2) (hrz22) 27/06/2026
Employees = 28/06/2016 28/06/2018 - - 93,520,000 - - 93,520,000 1.846
(Note 3) (H3t3) 27/06/2026
- 285,800,000 - - 285,800,000

Note 1: The option was vested immediately on the date of grant

Note 2: The option granted are subject to the vesting period from the date of grant
up to 27 June 2017

Note 3: The option granted are subject to the vesting period from the date of grant
up to 27 June 2018

The closing price of the Company’s shares immediately before 28 June
2016, the date of grant, was HK$1.820.

There are no performance condition for the Options to vest.

The fair values of the Options determined at the date of grant using the
Binomial model were HK$276,156,000 (equivalent to approximately
RMB236,030,000). During the year ended 31 December 2016, the
Group recognised the total expense of RMB128,404,000 in relation to
share options granted by the Company.

The following assumptions were used to calculate the fair values of share
options:

Ml BB X B AN 5

A2 R EREY E RHAEE—E—F R A
TR FEHMRR

A3 R B EY B R A EE—2— \FRAZ
TR FEHMRR

ARFBRHREE —ZE—R"FRA-TNABERER
H) AT E R 1.8208 T -

BRI ERBIRTE TERE -

REHBHA—BABABETNEREARBE
#%276,156,0007% 7T ( 18 & M 49 A K #236,030,000
L) BE-_ZT—RNF+_A=+—HILFE"
AEERARABREZBERERRLAIARE
128,404,0007T °

AT ERIARERERENRAEE

Grant date share price HK$1.820 AR A BARR(E 1.82078 7T
Exercise price HK$1.846 TEE 1.846% 7T
Expected life 8 to 10 years TREAEFH) 8Z 104
Expected volatility 64.787% SELEN A 64.787%
Dividend yield 0.55% % B2 0.55%
Risk free interest rate 0.965% 1 a1 B 1 2 0.965%

138 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2016



Notes to the Consolidated Financial Statements

For the year ended 31 December 2016
HE-Z—"Ft+-_A=1+—HIFE

37.

38.

39.

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

The Binomial model has been used to estimate the fair value of the options.
The variables and assumptions used in computing the fair value of the share
options are based on the best estimate of the directors of the Company.
Changes in variables and assumptions may result in changes in the fair
value of the Options.

RETIREMENT BENEFIT SCHEME

Hong Kong

The Group has joined a Mandatory Provident Fund Scheme (the
“MPF Scheme”) for its employees in Hong Kong. The MPF Scheme is
registered with the Mandatory Provident Fund Scheme Authority under
the Mandatory Provident Fund Scheme Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds
under the control of an independent trustee. Under the rule of the MPF
Scheme, the employer and its employees are each required to make
contributions to the MPF Scheme at rates specified in the rules. The only
obligation of the Group with respect to the MPF Scheme is to make the
required contributions under the MPF Scheme.

The retirement benefit scheme contributions arising from the MPF
Scheme charged to the consolidated statement of profit or loss represent
contributions payable to the funds by the Group at rates specified in the
rules of the scheme.

PRC

The employees of the Group’s subsidiaries in the PRC are members of a
state-managed retirement benefit scheme operated by the government of
the PRC. The subsidiaries are required to contribute a certain percentage
of the salaries of their employees to the state-managed retirement benefit
scheme. The only obligation of the Group with respect to the retirement
benefit scheme is to make the required contributions under the scheme.

During the year, the retirement benefit scheme contributions amounted
to RMB12,857,000 (2015: RMB10,373,000). No forfeited contributions
has been used to reduce the level of contributions in both years.

CAPITAL RISK MANAGEMENT

The Group’s primary objectives when managing capital are 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 properties commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristic of
the underlying assets.

The Group monitors capital on the basis of the net debt to equity ratio.
For this purpose the net debt is defined as borrowings less cash and
cash equivalents. The Group’s goal in capital management is to maintain
a net debt to equity ratio at a reasonable level. In order to maintain
or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return capital to
shareholders, raise new debt financing or sell assets to reduce debts.

The Group’s overall strategy in capital management remains unchanged
from prior year.

37.

38.

39.

e VI HRAR M
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e VIR

40. FINANCIAL RISK MANAGEMENT POLICIES AND  40.

For the year ended 31 December 2016

BE_F

PHEREENBERE R

—RNF+ZA=+—HItFE

OBJECTIVES

Categories of financial instruments SR TARAR
2016 2015
— NI —HEF
RMB’000 RMB’'000
AR®T T ARETTT
Financial assets SREE
Loans and receivables (including bank ERRERZIE(BRIERITERKLIES)
balances and cash) 5,532,338 4,316,888
Available-for-sale investments AHEHERE 561,048 343,267
Financial liabilities cHas
Financial liabilities measured at amortised cost HHRENATENCRIBE 13,227,074 9,653,453
Derivative financial instruments TEEmMITEAE 120,496 =
The Group is exposed to a variety of financial risks: currency risk, REBASLENKRE : SEEK - F T}—L
interest rate risk, credit risk and liquidity risk. The Group’s overall risk EERBEGHECRR o ANEEEER
management focuses on unpredictability of financial markets and BHERE RIS RIIERIME /mqtﬁ_,g¢‘i
seeks to minimise potential adverse effects on the Group’s financial B BEANEETNFFERERE - REFIRE
performance. The Group currently does not have any written risk jﬁﬁ{{@aﬂjmﬂﬁﬁg}g@ﬁﬁ&%g\ T WN
management policies and guidelines. However, the directors of the REETHERE®  UoMREICEEUNEER
Company meets periodically to analyse and formulate strategies to ESIR TR RS o

manage and monitor financial risks.

The Group is not engaged in the trading of financial assets for speculative
purposes. The most significant financial risks to which the Group is
exposed are described below.

40.1 Currency risk

The Group reports its results in RMB. The Group’s primary
foreign currency exposure arises from its property development
and investment activities in the PRC. The functional currency of
these operations is RMB and most of the financial instruments
are denominated in RMB. No foreign currency risk has been
identified for the financial assets and financial liabilities in the PRC
as they were denominated in a currency same as the functional
currencies of the group entities to which these transactions relate.

The carrying amounts of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the
reporting date as follows:

AEESPEEEURESEENEREERS - A
SEMESENSE2PERREIIAT

40.1 E%ERK
AEBMEEUARB RS « KEER)EBHNER
SREERTFBEMNYEZRBRRETS ZFEB
NI EBEAARE  MABIEHMIAETUAR
BIE - BRI RAPENESHEERERBARETIMN
HBZERGMPRNEREETRIEEEKARMNER
@% MY ERVATENCREERSRAER
RHNEE R

AEBNINEHEZEREERERABEN SRS H
HZRmEENT

Assets Liabilities
EE 8f&

2016 2015 2016 2015
—NE —hF —REF —RF
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBT T ARET T ARETT
usb ey 332,423 76 625,731 63,409
HKD BIT 123,741 184,331 672,983 145,827
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

40.1

40.2

e VI HRAR M

BRREBREENBREBRE)

Currency risk (Cont'd) 40.1 HEWER ()
Sensitivity analysis BREDWT
The Group is mainly exposed to the currency of HKD and USD. AREEZEBEATRETEERER
The following table details the Group's sensitivity to a 5% increase T%ﬁ%?’izﬁﬁgﬁ/\ﬁjﬁ%ﬁﬁ % 9&@%@5%
and decrease in RMB against the relevant foreign currency. E’]@fﬁfﬁ ° 5éﬁ@$Aa§$WﬁB%ﬁ9|\%
5% is the sensitivity rate used when reporting foreign currency }?EMH‘;%E%E@%@EEE?E &39%$7,\ﬂ§$
risk internally to directors of the Company’s assessment of the HHNIEIE R IS IR A B R 2 BFAE o
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign currency @Z@r;iiifﬁum\%ﬁ Zr‘ﬁiiﬁ%ﬁ
denominated monetary items assuming the balances at the IE%EEXEX*& E IR R ﬁ%f:\ .i’%
end of the reporting period outstanding for the whole year and o @) G AR A B O S ??Mlﬁ&
adjusts their translation at the year end for a 5% change in foreign E;rﬂm Tf‘JZIE%IEﬁ(%&EEU\E% RE?@?\\
currency rates. A positive number below indicates an increase in ﬁ%ﬂ'fgfm’ﬁj ' %%\Jgﬁﬁfi ﬂl};/\ﬁ’%ﬂﬁ
profit where RMB strengthen 5% against the relevant currency. fﬁ?\\ﬁgﬁi@iéﬁii BREERSERARY
For a 5% weakening of RMB against the relevant currency, there g mRIERERRH -
would be an equal and opposite impact on the profit, and the
balances below would be negative.
2016 2015
—RF —T—hHF
RMB’000 RMB’000
ARBT ARETT
usD ESp
Profit or loss B 1,467 2,375
HKD BT
Profit or loss B 2,746 (1,444)
In the management’s opinion, the sensitivity analysis is BEERR  BHRERRRTREFARE -
unrepresentative of the inherent foreign exchange risk as the year MR E R LR RATERINE RS -
end exposure does not reflect the exposure during the year.
Interest rate risk 40.2 FIRER
The Group has significant borrowings (see note 30 for details) with AEBFUEENEFENEAEBE(GFER
floating interest rate which are exposed to cash flow interest-rate HfEt30) %% fﬁémuiﬂrﬂ o 2R E IR
risk. Loans from non-controlling interests (see note 30 for details), %Efg\th( 15 A E30) - ?fﬁﬁ%m

certain bank loans and certain other borrowings, restricted bank
deposits and bank balances carried at fixed rate expose the Group
to fair value interest rate risk. During the year, the Group has not
hedged its cash flow and fair value interest rate risks.

ETHMEES  ZRBIRITHERREE F =
RITA ﬁ?TEZK%I%KE‘\’AﬁFTEf‘ f’*_’@ﬁﬁ o £F
A AEEVERAERSRE R AR EER
R o
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

40.2

40.3

Interest rate risk (Cont'd)
Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to interest rates for variable-rate borrowings at the
end of the reporting period. The analysis is prepared assuming
the amount of liability outstanding at the end of the reporting
period was outstanding for the whole year. A 50 (2015: 50) basis
point increase or decrease is used when reporting interest rate
risk internally to directors of the Company’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 50 (2015: 50) basis points higher/lower
and all other variables were held constant, the Group’s post-
tax profit for the year would decrease/increase by approximately
RMB32,649,000 (2015: RMB11,105,000).

Sensitivity analysis on bank deposits is not presented as the
directors of the Company consider that the Group’s exposure to
interest rate fluctuations on bank deposits is insignificant.

Credit risk

As at 31 December 2016, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties and
financial guarantees provided by the Group is arising from the
carrying amount of the respective recognised financial assets as
stated in the consolidated statement of financial position and the
amount of contingent liabilities in relation to financial guarantee
issued by the Group as disclosed in note 43.

The Group’s credit risk is primarily attributable to its accounts
and other receivables, amounts due from related companies
and amount of contingent liabilities in relation to the financial
guarantees provided by the Group. The amounts presented
in the consolidated statement of financial position are net of
allowances for bad and doubtful debts, estimated by the Group’s
management based on prior experience and their assessment of
the current economic environment.

The Group has no significant concentration of credit risk,
with exposure spread over a large number of counterparties
and customers, except for as at 31 December 2016 and
amounts due from related parties of RMB317,089,000 (2015:
RMB888,544,000). The credit risk on liquid funds is limited
because the funds have been deposited with various creditworthy
financial institutions located in Hong Kong and in the PRC.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND 40. BiKEREENBERBEE#E)
OBJECTIVES (conta)

40.4 Liquidity risk 404 REBESER
In the management of the liquidity risk, the Group monitors and RERRBDESERE - AREEERMERR
maintains a level of cash and cash equivalents deemed adequate A SENE E‘JEEE BRIERHIKF -
by the management to finance the Group’s operations and Lﬂﬁﬁﬁigiﬁﬁﬂﬁi&ﬁ EIRERER
mitigate the effects of fluctuations in cash flows. In the opinion BT E - AARESFRE - AREAETM
of the directors of the Company, the Group does not have any EXRBEAZRR -
significant liquidity risk exposure.
The Group’s policy is to regularly monitor its liquidity requirements Z’X%E@ﬁ%ﬁigﬁygﬁ/ﬁ@ﬁ@%% * A
to ensure that the Group maintains sufficient reserves of cash EE{%LK%@‘%ﬁﬁ‘%%ﬁéfﬁﬁXﬁﬂﬁ?ﬂgﬁ&
to meet its liquidity requirements in the short and longer term AT HABNADESHE -

financial liabilities.

The following tables show the remaining contractual maturities Tﬁﬂﬂt\?*ﬁfﬁﬁi\mg( BIERE 'Qjﬂr
at the end of the reporting period of the non-derivative financial K (M RF B RMEMARNRITHR R
liabilities, based on undiscounted cash flows (including interest ﬂ5ﬁgg)—ﬁb;“%ﬁmjfﬁrafgﬁiﬂm$
payments computed using contractual rates or, if floating, based AIRNBEMROIMTESRRENH T AL
on rates current at the end of the reporting period) and the earliest PR -

date the Company can be required to pay.

Specifically, for term loans which contain a repayment on demand ABME - WRORERTA 2EMBITENZ
clause which can be exercised at the bank’s sole discretion, the EREERGHNERET - BEADIMIRAS
analysis shows the cash outflow based on the earliest period in I ] A8 2 SO R0 3 A ) (B s B 05 47 68
which the Group can be required to pay, that is if the lenders HEEHRERNERAEREEER)2YIRER
were to invoke their unconditional rights to call the loans with - EMIRITEEMEEIE 54T AR 812 5K
immediate effect. The maturity analysis for other bank borrowings HERE -

is prepared based on the scheduled repayment dates.

Weighted Less than After 1 After 2 Total

average 1 year years but years but contractual
effective oron less than less than After  undiscounted Carrying
interest rate demand 2 years 5 years 5 years cash flows amount

AREH

MELY —ERZ —FHE WERL HeRE
BRA= REX WESA BELR aF# e REE

RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
ARETR  ARBTr ARETR ARETR AR®TR ARETx

2016 ZE-RE
Non-derivative financial liabilities JEfT4£BEE
Accounts payable FEfTERR - 921,438 - - - 921,438 921,438
Accruals and other payables Bt E R R E TR - 220,617 108,566 - - 329,183 329,183
Bank and other borrowings ﬂ%&ﬁwﬁ“ 562% 4,169,624 2559298 4705079  1,849577 13,283,578 11,350,723
Loans from non-controlling FERERER

interests - 66,544 - - - 66,544 66,544
Debt component of convertible ARk (&2 2 B D

bonds 19.98% 38,171 121,707 - - 765,884 559,186
Financial guarantee contracts ~ BASERAA(H44)

(note 44) - 2,479,495 - - - 2,479,495 -

7,895,895 3,395,571 4,705,079 1,849,577 17,846,122 13,227,074
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

MHEREENBREBEE)

40.4 Liquidity risk (Cont'd) 404 RBESRER(E)

Weighted Less than After 1 After 2 Total
average 1 year years but years but contractual
effective oron less than less than After  undiscounted Carrying
interest rate demand 2 years 5 years 5 years cash flows amount
T —FRF —FHE LA L RTREL
ERAI= REK ELAA TEHA TFE BensdE RHE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETr ARETn ARETn ARBT: ARET:
2015 —T-hfF
Non-derivative financial liabilities JEfT4SREE
Accounts payable R - 1,10229% = = - 110229 1,102,296
Accruals and other payables et B REMENTE = 201,742 115,534 = = 317,276 317,276
Bank and other borrowings RTREMEE 6.55% 2,122,940 3,185,253 2,024,136 2,076,240 9,408,569 8,150,345
Loans from non-controlling FHERERER
interests - 63,409 - - 20,127 83,536 83,536
Financial guarantee contracts  BITSHER A 4)(H:244)
(note 44) - 2,140,334 - - - 2,140,334 -
5,630,721 3,300,787 2,024,136 2,096,367 13,052,011 9,653,453

The amounts included above for financial guarantee contracts
are the maximum amounts the Group could be required to settle
under the arrangement for the full guaranteed amount if that
amount is claimed by the counterparty to the guarantee. Based
on the expectations at the end of the reporting period, the Group
considers that it is more likely than not that no amount will be
payable under the arrangement. However, this estimate is subject
to change depending on the probability of the counterparty
claiming under the guarantee which is a function of the likelihood
that the financial receivables held by the counterparty which are
guaranteed suffer credit losses.

The table that follows summarises the maturity analysis of term
loans with a repayment on demand clause based on agreed
scheduled repayments set out in the loan agreements. The
amounts include interest payments computed using contractual
rates. As a result, these amounts were greater than the amounts
disclosed in the “on demand” time band in the maturity analysis
contained in as above. Taking into account the Group’s financial
position, the directors do not consider that it is probable that
the banks will exercise their discretion to demand immediate
repayment. The directors believe that such term loans will be
repaid in accordance with the scheduled repayment dates set out
in the loan agreements.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

e VI HRAR M

BRREBREENBREBRE)

40.4 Liquidity risk (Cont'd) 404 REBESERE)
Maturity analysis of term loans subject to a repayment on demand P 12 22 SR AR (R0 R SR BE R B AR A
clause based on scheduled repayments is as follows: HESMEDFMT :
Total
On Less than 6 to 1to5 undiscounted Carrying
demand 6 months 12 months years cash flows amount
AMERE RIFREE
RER LRAEAR +T=@A —FZEHF B BRTEE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR®TR ARBTRT AR¥TRT AR®BTRT AR%¥T:R
31 December 2016 —E-XRE
+=A=+—H 249 43,902 45,217 - 89,368 87,609
31 December 2015 —Z—HF
+=—A=+—H - 299 299 847 1,445 1,365
40.5 Price risk 405 ERERE

40.6

The Group is exposed to price risk in connection with the
available-for-sale investments, which are public listed equity
securities in the PRC. The Group closely monitors the fluctuation
of the price and assesses the impact on the Group’s financial
statements.

If price of equity securities has been 5% higher/lower and all
other variables were held constant, the Group’s investment
revaluation reserve would increase/decrease by approximately
RMB21,039,000 (2015: nil). The available-for-sale investments
were measured at cost less impairment in 2015.

Fair value measurement of financial instrument

This note provides information about how the Group determines
fair values of various financial assets and financial liabilities.

Fair value of the Group’s financial assets and financial liabilities
that are measured at fair value on a recurring basis

Some of the Group’s financial assets and financial liabilities are
measured at fair value at the end of each reporting period. The
following table gives information about how the fair values of
these financial assets and financial liabilities are determined (in
particular, the valuation technique(s) and inputs used).

40.6

AR EFEE AR E LA ERAR -
BETHREERE BRFEOAR L HRER
% ARETYERELIHRHEEHED
SRR M B HRE 2 -

i LA 75 5 (B AR 3G AN IR 5% » T BT HAtb
BHERETE  NEBZREEHRFE S
w4 A R #21,039,0000t( —E—F

FE) R-_ZT—AF AIHHERERK
AHIFRBUER & ©
ERMTIANAAEEFE

AR EERARENIEEZREMEE
REREBEARBENER -

S BEL L 7 (B lEF B AR B2 A
ERTHEBENALEE
AEEHDEHEENSBRBAENSHRS AR
BAREERE - TREREBNNEEZE
CREERSHABANEBENEHCLER
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

40.6 Fair value measurement of financial instrument (Cont'd)

40. MHEREENBRRE

Fair value of the Group’ s financial assets and financial liabilities
that are measured at fair value on a recurring basis (Cont'd)

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

406 SRTIEMNAREEFTEE)

RISEIERELU DA B ETEN A EE L FE
EREHE BN BEE)

Fair value as at 31 December
RT=B=+-AWAAER

Valuation Significant
Financial assets/ SREE/ Fair value technique(s) unobservable
financial liahilities SRERE 2015 2016 hierarchy and key input(s) input(s)
“T-Rf ZE-RE AABEER AERNRIZAARE  FEAUERGARE
RMB'000 RMB'000
AREBTT ARETT
Derivative financial instruments ~— $7££BT A - 120,496  Level3 Binomial option pricing model  Volatility of the share price
F=R The fair value is estimated determined by reference
based on the risk free rate, to the historical share
discount rate, share price, price of the Company.
volatility of the share price (Note)
of the Company, dividend ~ E2EAARES RERE
yield and exercise price. ERRERE - (i)
ZEABEEERS
DA BETEERRANE .
HRE - RE  ARAR
Bkt REXRAFE
EE-
Available-for-sale investments EHERE = 561,048  Level 1 Quoted bid price in an active ~ N/A
- market. TR

RS2 EAEHE «

Note:

There

The higher the volatility of the share price of the Company, the
higher the fair value of the derivative financial instruments, and
vice versa. For the volatility of the share price of the Company used
in the fair value measurement for derivative financial instruments,
please refer to note 36.

is no transfer between different levels of the fair value

hierarchy for the years ended.
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For the year ended 31 December 2016

BE—ZT—

NE+TZA=+—HItFE

40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

40.6 Fair value measurement of financial instrument (Cont'd)

Fair value of the Group’ s financial assets and financial liabilities
that are measured at fair value on a recurring basis (Cont'd)

Reconciliation of Level 3 fair value measurements

e VI HRAR M

PHEREENBEREF#E)

406 SRMIENAAREBEEGE)

RIS F U NS BEFT BN A E B E
EREHEBENAABEE)

E=ROAEBEFAENHEE

Conversion
option
derivative
R
fTETA
RMB’000
AREFIT
As at 1 January 2015, 31 December 2015 R=-ZT—HFE—H—H  —T—RH&F+
and 1 January 2016 ZA=tT—BRk=ZZ—XR"F—H—H =
Issue 1T 135,518
Fair value gain recognised in profit or loss 75/‘?@ SHERH AR EE K (15,022)
As at 31 December 2016 R=-B—ARE+=-A=+—H 120,496
Fair value of financial assets and financial liabilities that are AR BB EL N (B EAE (1EBEH
not measured at fair value on a recurring basis (but fair value AAEBEREE) NS EERSHE EH A
disclosures are required) EE
The directors of the Company consider that the carrying amounts RAREERE « WA W RER NI K
of financial assets and liabilities recorded as amortised cost in the AIENeREE,BENERMEEERAAE
consolidated financial statements approximate to their fair values. BHE -
The fair value of such financial assets and financial liabilities BEETRHEENCRBENAABE(E=ZM
(categories within Level 3 hierarchy) are determined in accordance gi&%ﬁﬁ AREER) IR BEERARRSRE
with general accepted pricing models based on discounted cash AT —MAREERAEBE  HPHEEN
flow analysis, with the most significant inputs being the discount BMABBEARMRZ ZEFEERKRABEIEE -
rate that reflects the credit risk of counterparties.
41. COMMITMENTS i
(a) Capital and other commitments (a) EAXREMEAE
At the end of the reporting period, the Group has the following RIREEAR » NREBA A REAKE :
commitments:
2016 2015
—RE —hF
RMB’000 RMB’000
AR¥T T AREF T
Contracted but not provided for: EHEMEF ST
— Investment properties under development and —EEREMER
properties under development for sale BRPHFEME 926,526 1,520,840
— Acquisition of equity interest (Note) — W R AR HE (KT 2E) 1,890,000 =
2,816,526 1,520,840
#2(PEMERERRAT

—E—REFR
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e VIR

41. COMMITMENTS (conta)

(a) Capital and other commitments (Cont’d)

Note:

On 11 November 2016, Zone Asia Investments (HK) Limited
(“Purchaser”), an indirect wholly-owned subsidiary of the Company,
entered into the sales and purchase agreement with an independent
third party (“Vendor”), pursuant to which the Vendor has agreed to
sell and the Purchaser has agreed to purchase 100% equity interest
in Apex at the consideration of RMB2,100 million. Apex held 100%
interest in of Zhu Hai Kai Wei Zhi Ye Limited (“BKSSVEBEEXS
fRZAR]") which is engaged in property development in the PRC.
A deposit of RMB210,000,000 has been paid as at 31 December
2016 (note 19).

(b)  Operating lease arrangements

()

The Group had future aggregate minimum lease receipts
under non-cancellable operating leases in respect of land
and buildings which are receivable as follows:

41.

RiEE)

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

(a) EBEARRHfEEE)

Bt

REZ-—RET—At—FB RESREEH
BIERDR([KES ] AEARZRHER
EMBAR)EBBYE=7(EF DILZE
Bk Bt BHERBHEmMEELE
A = B EApexty100% /% # - RE /AR
2UETT ° ApexR KBS BEEX AR A RS
100% %  SREIIREXAERABNHH
REYMHERE - RZZT-—RF+A=+—
H - BEXf1#E& AR#¥210,000,0007T (K&
19) -

(h) KEHERY

(i)

AEBERBTABHEKEMER K M
MEFHRRKEESKALEDNT

2016 2015

—E-RE —T—hF

RMB’000 RMB’000

AR¥TT ARETT

Within one year —FER 418,318 396,608
In the second to fifth years F_FERF 781,172 724,945
Over five years ZRAF 183,692 303,129
1,383,182 1,424,682

The Group leases out its investment properties under
operating lease arrangements which run for initial periods
of less than one year to eighteen years (2015: less than
one year to eighteen years) or expire at dates as mutually
agreed between the Group and the respective tenants,
without an option to renew the lease terms at the expiry
date. The terms of the leases generally also require the
tenants to pay security deposits.

The Group had future aggregate minimum lease payments
under non-cancellable operating leases in respect of land
and buildings which are payable as follows:

AEBRBEEHELHHELIREY
X NERPIR—FETNF(=F
—HF AR-FEFNF)REAE
= ELAR RA R P AR e #O B HRfE R - 1
I A AR E R B AT AR AR - T
R —RITREBP X HRFERE -

(i)  AEERBSAIRBELEHERNMN L1
MEFHARKREHSERERNOT :

2016 2015

=E-—RF —ZT—AF

RMB’000 RMB’000

AR¥TT ARETFT

Within one year — &R 21,900 26,033
In the second to fifth years FE_FERF 75,552 77,819
Over five years ZHRAF 25,137 42 881
122,589 146,733

The Group leases a number of properties under operating
lease arrangements which run for initial periods of one
year to eight years (2015: one year to eight years) or expire
at dates as mutually agreed between the Group and the
respective landlords, without an option to renew the lease
terms at the expiry date.
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For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

42.

43.

PLEDGE OF ASSETS

At the end of the reporting period, the Group had pledged the following
assets to secure banking facilities granted to the Group.

e VI HRAR M

42. EEEF

RBERR - AEBFEERATEERRAEEE
RZBITRE -

2016 2015

ZE—RE —T—REF

RMB’000 RMB’000

AR¥TT AREFIT

Properties under development for sale BRPHFEME 2,329,077 1,296,425
Properties held for sale FEME = 341,228
Investment properties KEYE 8,979,534 8,762,610
Property, plant and equipment Y - WE KRG 273,241 -
Pledged deposits PEIRTF R 1,123,098 413,032
12,704,950 10,813,295

CONTINGENT LIABILITIES

The Group provided guarantees 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
loans together with any accrued interest and penalty owned by the
defaulted purchasers to the banks.

The Group’s guarantee period commences from the dates of grant of the
relevant mortgage loans and ends upon the earlier of the buyer obtained
the individual property ownership certificate and the full settlement of
mortgage loans by the buyer.

The maximum outstanding amount of guarantees given to banks for
mortgage facilities granted to the purchasers of the Group’s properties,
at the end of the reporting period is RMB2,479,495,000 (2015:
RMB2,140,334,000).

The directors of the Company consider that it is not probable that the
Group will sustain a loss under these guarantees as during the periods
under guarantees, the Group can take over the ownerships of the
related properties and sell the properties to recover any amounts paid
by the Group to the banks. The Group has not recognised any deferred
income in respect of these guarantees as its fair value is considered to
be minimal by the directors. The directors also consider that the fair
market value of the underlying properties is able to cover the outstanding
mortgage loans guaranteed by the Group in the event the purchasers
default payments to the banks.

43. HAREE

AEBAETRITHAEEMEE R UNKRBE
MR B IRIS BB R R - RIBERIET -
ZEBETHBRIRBNT  AAREEEREEERRK
BRI 18 B FE FE # B 77 B SR1T e (AT e 5t
MEREE

AEBNERMABBZBEFREASE B
BERRSEAFERRE RBEBERBERARE
ERE)VRRILE o

RIBEHR RAEEMEEFEENIZIBER
EMEBPTIELERNEE N REESEAA
R #2479,495000t( — B — A F£: AR K
2,140,334,0007%) ©

ARAEERRAEERERAESIAATRERZSE
ERMEXER MAKEAREAEMENME
R 2 & - DA [E 7K 5 B () $R 1T S AN (AT &
B ARNEERBRREERNIABEMRTRE
BMARBEW AR A S RREREMETHEA - EF
NRE - WETHREERTER  HEMENR
AT ERABHEAREMERNKEEZBER -
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44. RELATED PARTY TRANSACTIONS

(a)

(b)

(c)

(d)

(e)

Transactions with related parties

The Group had the following transactions with a related party:

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

4. BEMH RS

(a)

BB G ETHRS

REE R IETHORST

2016 2015
—ZE-REF —T—RF
RMB’000 RMB’000
AR¥TT AREFIT
Development cost charged by Shenzhen TR LLEZRERAR
Forsafe System Technology Co., Ltd., (—KEARKIER TS 2 BEE)
an entity controlled by ultimate WEN R KA E A
controlling party 1,570 895

Balance with related parties

Details of the balances with related parties at the end of the
reporting period are disclosed in the consolidated statement of
financial position and notes 16, 24, 29 and 30.

Key management personnel compensation

The directors are of the opinion that the key management
personnel were solely the directors of the Company. Remuneration
paid to the Company’s directors is disclosed in note 10.

Guarantees provided by related parties

Certain secured bank loan with amounts of RMB678,000,000
(2015: RMB1,234,000,000) was jointly secured by properties
owned by related companies controlled by Mr. Wong.

During the year ended 31 December 2015, a secured bank loan
with an amount of RMB500,000,000 was jointly secured by
certain properties owned by Ms. He Yaxing, the spouse of the
ultimate controlling party.

Pledged deposits for letters of credit issued by the immediate
holding company

During the year ended 31 December 2015, the Group placed
pledged deposits of RMB195,000,000 for the letters of credit
issued by the immediate holding company of the Company, There
is no pledged deposits for letters of credit issued by the immediate
holding company in current year.
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(b)

(c)

(d)

(e)

BARE S 2 5 ER

¥R EIR B 7y 2 SRR BRSBTS
SRR K6 © 24 « 20 R30HHKEE ©

TEEEASHMH

EERA IREBAREREBEARRES -
ENARBEZHFHHRMELIORHKE -

BB S R A AR R

EtTemr ARM678,000,000t( = F—H
F : AR¥1,234,000,0007T) 2 BHEARITE
TR ST A I RO BER A BB A 2 )RR
HH -

BE T AFT-_A=T—HLFE 8
#3 AR #500,000,0007T #9 B H A R 1T E
s B+ (JA R 2 BB AN ETY
FERRER -

EEZRARBHNEFAREMAERER

HE-Z-—RAF+-A=T—HILFE &%
B AR RNERERAREL ZEREFA
HEIR1F R A R #195,000,0007T o AN [ 4%
SEEER AR RN 2 ERRFEARRER
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For the year ended 31 December 2016
HE-Z—"Ft+-_A=1+—HIFE

45. STATEMENT OF FINANCIAL POSITION OF THE PAYNEILE S Oy

COMPANY
2016 2015
—E-RE —T—REF
RMB’000 RMB’000
AR¥TR ARETT
Non-current assets FEREBEE
Investments in subsidiaries RETBA ﬂE’J&ﬁ 3,381,353 101,030
Amount due from a subsidiary el — M B A Al 5IE 8,766,102 =
12,147,455 101,030
Current assets RBEE
Amounts due from subsidiaries AN NGBS 1,013,326 12,193,501
Deposits paid, prepayments BffES - BN FEkEMmEK
and other receivables IE 2,893 2,457
Bank balances and cash WITHEBR KIS 306,918 86,120
1,323,137 12,282,078
Current liabilities muiiJEF
Accruals and other payables Bzt & &E@ﬁﬁm 12,753 (15,402)
Amounts due to subsidiaries EEHIKHF 4,472 -
Borrowings gg 86,767 -
103,992 (15,402)
Net current assets RENEE R 1,219,145 12,266,676
Total assets less current liabilities HEERRBARSE 13,366,600 12,367,706
Non-current liabilities EREBAE
Convertible bonds AIARES 559,186 -
Derivative financial instruments PTESmIA 120,496 =
679,682 -
Net assets EEZHE 12,686,918 12,367,706
Capital and reserves EAXR#iE
Share capital &% 39,115 39,115
Reserves i 12,647,803 12,328,591
Total equity 1BrERS 12,686,918 12,367,706
HUANG Jingshu DENG Chengying
EWE BAK
DIRECTOR DIRECTOR
5% 5=
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45. STATEMENT OF FINANCIAL POSITION OF THE 45. KD TYMBEARRERE)
COMPANY (cont'd)

Note: Hfax

AR ARARE BB 2 FBEBTIWT

Details of the movement in the Company’s share capital and reserves are set out

below:
Convertible Share
Share Share  preference option  Exchange  Contributed Retained
capital premium share reserve reserve surplus profits Total
BE  ROEE TRRELR BRERE EiRE BHER  REEV st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000
ARETT ARETR ARBTT ARETT ARETR ARETR ARETR ARETR
Balance as at 1 January 2015 R-T-RF-R—-Hz&H 11,070 463134 = = 948 (18) 84498 559,632
Loss for the year FEEE = = = = = - (43100 (44310
Bxchange differences arising from translation ~~ EREAHBEZE - - - - 29217 - - 29217
Arising from issue of placing shares (note 31)  E{TRIERRTEE(H:231) 6,779 1476557 - - - - - 1483336
Arising from the Transaction EFRGEE(RZRIE3200))
(defined in note 32 (ii)
— issue of consideration shares —BIRERD 21,266 4359451 = = = = 4380717
~ issue of convertible preference shares —HTEREER = - 5959114 = = = - 5959114
Balance as at 31 December 2015 RZZ-RF+-A=t—Hz&8 39,115 6,299,142 5,959,114 - 30,165 (18) 40,188 12,367,706
Profit for the year FREF - - - - - - 23094 23094
Recognition of equity-settled TARBEE RO 25
share-based payments - - - 128,404 - - - 128,404
Dividend declared and made BERRESZRE - - - - - - (40116)  (40,116)
Balance as at 31 December 2016 RZZ-A"E+-R=t-Bz&H 39,115 6,299,142 5959114 128,404 30,165 (18) 230,996 12,686,918
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46. PARTICULAR OF PRINCIPAL SUBSIDIARIES 46. T EMBARINFE
Particulars of the principal subsidiaries, each of which is a limited liability RZBE—RNEER_E—AF+-_A=+—RAxXEW
company, as at 31 December 2016 and 2015 are as follows: BARI(AARBRARKFIBHAT :
Place of Issued and fully
incorporation/ paid ordinary share Effectively attributahle Principal activities
Name of subsidiary establishment capitall registered capital equity interest (Place of operations)
AL/ BETRMRE
WEAAER RS LERA/ER EREERARS IEEH(EE4E)
Directly Indirectly
Ef i
LVGEM (Suzhou) Real Estate Investment Company Limited HK 156 shares of HK$1 each - 100%  Administration vehicle
G2 (BN HEREERAA &k 156 GHRAEEIEL R (2015:100%)  ofthe Group (HK)
(Z2-2F:100%) REASEAHIMKES)
Prosper View Group Limited* (“PVGL") HK 10,000 shares of HK$1 each - 51%  Investment holding (HK)
S EERAR ([HE]) B 10000% B REELET 2 RA (2015:51%)  REHR(EE)
(2305 :51%)
Suzhou Garden Villa Development & Management Co., Ltd. PRC (Note (a)) US$20,550,000 - 9% Properties development and
BB RS RERARAT hEl(HiHa) 2055000057 (2015:95%)  investment (PRC)
(ZE-0F:95%) MERERRA(HE)
Suzhou New Heritage GF Limited (“SNHGF”) PRC (Note (b) 1S$26,600,000 - 61%°  Properties development and
BN ARERRAR (M) B (Fite) 26,600,000% 70 (2015:61%/)  investment (PRC)
(Z2-T%:61%) NEEERKA(TE)
Suzhou New Heritage WZA Limited PRC (Note (b)) 1/5$8,000,000 - 100%  Properties development and
BN R ERRAR mEl(Hity) 8,000000%T (2015:100%) investment (PRC)
(Z2-1F:100%) DEEERKA(E)
New Heritage WA Limited PRC (Note (b)) 1S$13,000,000 - 100%  Properties development and
RIMEHEERAR EE) 13,000000% 7 (2015:100%)  investment (PRC)
(C2-1E:100%) DEERRKA(E)
Shenzhen LVGEM Asset Management Co., Lid. PRC (Note (b)) RMB6,000,000 - 100%  Property management service
MmEREEEEERAA EE) AR 6,0000007 (2015: 100%) (PRC)
(Z5-RF:100%) MEEERE(RE)
Shenzhen LVGEM Hotel Co., Ltd. PRC (Note (b)) RMB10,000,000 - 100%  Hotel operation services (PRC)
M mEEBEERAT wEl(Hib) AK#10,000,0007 (2015:100%)  EEEERE(RE)
(Z5—1% : 100%)
Shenzhen LVGEM Jiyuan Property Management Service Co., Ltd. PRC (Note (b)) RMB500,000 - 100%  Property management service
ML TEERFERAA L) ARH500,0001 (2015: 100%) (PRC)
(ZE-RF:100%) MEEERE(RE)
Shenzhen LVGEM Marketing Co., Ltd. PRC (Note (b)) RMB1,000,000 - 100%  Consultancy services (PRC)
Mg REHERSERAA mEl(HiHb) AR1,000,0007 (2015:100%)  ERERH(PE)
(Z5—1% 1 100%)
Shenzhen LVGEM Property Management Co., Ltd. PRC (Note (b)) RMB5,000,000 - 100%  Property management services
MImERNFERERAA L) ARH5,000,0007 (2015: 100%) (PRC)
(Z2-0%:100%) WEERRH(FE)
Shenzhen LVGEM Real Estate Development Co., Lid. PRC (Note (b)) RMB150,000,000 - 100%  Property development (PRC)
MG EHERLERAT (i) ARE150,0000007 (2015:100%)  WEER(RE)
(Z2-0% : 100%)
Yiyang Zhonghe Real Estate Co., Ltd. PRC (Note (b)) RMB30,000,000 - 100%  Property development (PRC)
HHTRERARAR El(HiEtY) AR#30,000,0007 (2015:100%)  MEEE(RE)

(ZZ-5% : 100%)
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46. PARTICULAR OF PRINCIPAL SUBSIDIARIES (Cont'd)

For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

46. TEMB LB 2)

Place of Issued and fully
incorporation/ paid ordinary share Effectively attributable Principal activities
Name of subsidiary establishment capital registered capital equity interest (Place of operations)
AL/ BEGE
WEARZR RS LERS/SRES EREERARR TEEH(E54E)
Directly Indirectly
E# B
Zhengxinglong Real Estate (Shenzhen) Co., Ltd. PRC (Note (b) HK$40,000,000 - 100%  Property development (PRC)
EREEHE(MIERAR e (i) 40,000 0007 (2015:100%)  HEFR(PE)
(Z5—1% 1 100%)
LVGEM Investment LLC United States 1S§500,000 - 100%  Hotel operation services
LVGEM Investment LLC X8 50000057 (2015:) (United States)
(ZZ-1F:-) BEEERB(ZE)
Wisdom Concept Development Limited HK 2 shares of HK$1 each - 75%  Property development (HK)
BYERARAA &k MBREBIATZRA (015 NEEE(ER)
(ZZ-1F:)
Jianmai Limited (“Jianmai”) BVI 200 shares of US$1 each - 75%  Investment holding (HK)
SERRAA(RE ABAAAEE  OOREREEIETIRD (015:75%)  BEARR(EE)
(ZT-1%: 75%)
* The Group has an effective interest of 51% (2015: 51%) in PVGL. In * REEBEREGANSI% (ZEE—HF : 51%) BB

Notes:

(a)

the opinion of the directors, the Group has the power to control over the
relevant activities of PVGL and its subsidiary and PVGL and its subsidiary
are consolidated in the financial statements of the Group accordingly.

Approximate percentage.

This subsidiary is registered as a Sino-foreign cooperative joint venture
under the PRC law.

(b) These subsidiaries are registered as wholly foreign owned enterprises under
the PRC law.

(c) Except for Zhengxinglong, which issued the Bond on 26 August 2016 as
disclosed in note 30, none of the remaining subsidiaries had issued any
debt securities at the end of the reporting period.

(d) The official names of the PRC subsidiaries are in Chinese. The English

translation of the names is for reference only.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors of the Company, principally affected the results
of the year or formed a substantial portion of the assets and liabilities of
the Group. To give details of other subsidiaries would, in the opinion of
the directors, result in particulars of excessive length.
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For the year ended 31 December 2016
HE-Z—Ft+-_A=+—BULFE

46.

e VI HRAR M

PARTICULAR OF PRINCIPAL SUBSIDIARIES (Cont'd) 46. T EMBEARINFE &)

Material non-controlling interests

Summarised consolidated financial information of PVGL and its
subsidiary and Jianmai and its subsidiary that have material non-
controlling interests is set out below. The summarised financial
information below represents amounts before intragroup eliminations.

ERFERER

5 B9 B R LB B % ) A T 8 I EL Y B8 1 B (L
BEAFEEER) 2SR MBERBERINT -
TRABAGERBRZENERAR B ML HEA 2
B o

Proportion of Total comprehensive
equity interest held by income (expenses) allocated to Accumulated
Name of subsidiary non-controlling interests non-controlling interests non-controlling interests
HWRARER FERERFENRELA AEREFERERVEAUA L) AR Rt R e
2016 2015 2016 2015 2016 2015
—E-RE —Z-1% —E-RE “T-1F ZB-RE ZT-RE
RMB'000 RMB'000 RMB'000 RMB'000
ARBT ARBTTL ARBT AEBTT
PVGL and its subsidiary R REME AR 49% 49% 6,320 (224) 35,494 29,175
Jianmai and its subsidiary RERENEAR 25% 25% (2,866) (49) 156,538 (49)
Individually immaterial subsidiaries ~ {ERITBEAL #EE
with non-controlling interests FRRERNNBAR NATER NIATNER 3,600 3423 41,120 62,967
7,054 3,150 233,152 92,093
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For the year ended 31 December 2016
HE-_ZT— X F+-A=+—HILFE

46. PARTICULAR OF PRINCIPAL SUBSIDIARIES (contd) 46. TEMBATNFEE#E)
Material non-controlling interests (Cont'd) BAIEERER(E)
(i) PVGL and its subsidiary () BARENEL A
2016 2015
=EB-—RF —Z—AF
RMB’000 RMB’000
AR¥TT ARETT
Current assets mENEE 290,185 287,013
Non-current assets EREEE 781 805
Current liabilities mENEE (99,876) (114,651)
Non-current liabilities JEnBAE (66,544) (66,321)
Equity ez 124,546 106,846
Equity attributable to owners of the Company  ZAAA &R R fE(h g s 72,438 59,540
Equity attributable to non-controlling interests ~ FEFEAXHERS FE(L #E S 52,108 47,306
124,546 106,846
Revenue Wezs 157,895 68,306
Other income HAnA 2,999 3,913
Expenses 53 (143,194) (63,464)
Profit for the year FERBF 17,700 8,755
Profit attributable to owners of the Company AR RIRRER FE (R & A 12,899 7,004
Profit attributable to the non-controlling interests 352 A% #E 5 e 15 22 A 4,801 1,751
Profit for the year FEAF 17,700 8,755
Other comprehensive expense attributable to A A TIREREG R EE LMD EH S
owners of the Company and for the year - (7,462)
Total comprehensive income (expense) AARRREEEAEWES(FY)E5E
attributable to owners of the Company 12,899 (458)
Total comprehensive income JEFE R S PR 2 S B RE
attributable to the non-controlling interests 4,801 1,751
Total comprehensive income for the year FEIEWEERE 17,700 1,293
Net cash from operating activities LEEBFTISIR S 558 112,233 132,746
Net cash from (used in) investing activities ‘wEEBME (AR T8 72,989 (57,055)
Net cash inflow BERAFE 185,222 75,691

Note: As at 31 December 2016, the Group held 51% (2015: 51%) equity
interest in PVGL, which indirectly held 80% (2015: 80%) equity
interest in SNHGF. In addition, the Group also indirectly held the
remaining 20% (2015: 20%) equity interest in SNHGF. Therefore,
the Group effectively held 61% (2015: 61%) in SNHGF.
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Notes to the Consolidated Financial Statements

e VI HRAR M

For the year ended 31 December 2016
HE-TA\Ft+-A=-t+—ALFE

46. PARTICULAR OF PRINCIPAL SUBSIDIARIES (contd)

Material non-controlling interests (Cont’d)

(i) Jianmai and its subsidiary

TENBLRNFE®)

ERFERER(E)

(i) REREMEAA]

2016 2015

—E-RE —T—hF

RMB’000 RMB’000

ARET T AREETIT

Current assets MENVE E 702,260 -

Non-current assets EREEE = 60,169

Current liabilities mENEE (76,109) (60,365)

Equity fExs 626,151 (196)

Revenue Wz = -

Other income E A A 2 =

Expenses =53 (11,464) (196)

Total comprehensive expense for the year FELERAXAAZE (11,462) (196)

Net cash outflow used in operating activities & EEERIR & FRE (712,581) -

Net cash inflow from financing activities REEBER 2 MAFE 551,137 60,169

Net cash outflow used in investing activities KEEZHNIRESREFEE - (60,169)

Net cash outflow WM AFRE (161,444) -
47. COMPARATIVE FIGURES 47. LERBIE

Certain comparative figures from statement of profit or loss have been
reclassified to conform with the current year’s presentation.

AETHREBEEEEREHN
Z 25753 e
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Financial Summary

B HE

A summary of the results and of the assets and liabilities of the Group for the
last five financial years, as extracted from the published audited financial
statements for the year ended 31 December 2012, 2013 and 2014, as below.
For the year ended 31 December 2015 and 2016 which extracted from the

annual report 2016 was restated as appropriate, is set out below.

AEEBEDEFBRFEZEEAREERBRRREE
E_F—_F —T-=FFR_F-OF+-_HA=1+—"H
LFEEZETEEECHBEREZ)NT - HE_FT—FFR
“TE-RNFTZ A=+ HILFETRRE T RFF
o WEED (ER)

Year ended 31 December
BE+-A=+—HLEE

2012 2013 2014 2015 2016
—T——F —T—=F —TmE —T—AF —E-RE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT ARETT ARETT AR®T T
(restated) (restated) (restated) (restated)
(E51) (=5)) (g=5) (g=51)
RESULTS ES5
Revenue Wiz 217,682 169,922 5,245,348 1,210,270 4,590,162
Profit from operation KRR 10,198 2,839 3,115,202 853,975 2,259,932
Finance costs AL (1,550) (1,462) (218,322) (262,868) (406,500)
Share of results of joint ventures i NT E = - (40) (30) (9)
Share of results of associates ey N 16,334 15,878 - - -
Profit before tax MR A2 F 24,982 17,255 2,896,840 591,077 1,853,423
Income tax expense FiE#REX (12,584) (20,984) (1,148,266) (166,492) (1,044,757)
Profit (loss) for the year FREAFI(EE) 12,398 (3,729) 1,748,574 424,585 808,666
Attributable to the owners of the AR ARG
Company 6,566 (11,790) 1,746,606 417,780 802,291
At 31 December
®+=—B=+—H
2012 2013 2014 2015 2016
—T——F =5 —ZT—mE —T-RF —E-XE
RMB’000 RMB'000 RMB'000 RMB’000 RMB’'000
ARETT AREBFT ARBFT ARETIT AR®TR
(restated) (restated) (restated) (restated)
(/=E75) (eE5) (gE5) (#=5&%)
ASSETS AND LIABILITIES BEERERE
Non-current assets ERBEE 422,856 427,083 13,111,211 13,606,921 14,399,166
Current assets REEE 870,442 1,074,418 8,749,437 10,385,006 11,525,352
Current liabilities mEaE (358,027) (524,590) (5,188,827) (7,193,427) (5,816,445)
Non-current liabilities FEREEE (113,174) (120,161) (8,594,173) (8,825,330) (10,910,409)
Net assets BEFE 822,097 856,750 8,077,648 7,973,170 9,197,664
Capital and reserves attributable to 78/ &) J% 52 A5 AR 2N 2 (s
the owners of the Company 744,774 778,660 8,009,418 7,881,077 8,964,512
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INVESTMENT PROPERTIES
REY=

Properties

L/ES

1866-Z0ll Center located at
the eastern side of Meilong Road and
the southern side of Zhongmei Road
Bao'an District
Shenzhen City
Guangdong Province
The PRC
7 FP B R BR R I T R 2 [ M e S BR (R
P i L R A1 A9 1866 P2 R s

Chanson Zoll Center located at
the western side of Minzhi Road
Minzhi Community
Bao'an District
Shenzhen City
Guangdong Province
The PRC
R EERERIITERR KA ERREE
FRAlg B ERR O

Various commercial units of
LVGEM Chanson Meilu Garden
located at the western side of Minzhi Road
Minzhi Community
Bao'an District
Shenzhen City
Guangdong Province
The PRC
R EERE AT ERERRAH ERGE
PR B EEERE % ErE

Various commercial units of City Garden
located at the western side of Longxiang Avenue
and the eastern side of Huangge Road
Longguang District
Shenzhen City
Guangdong Province
The PRC

A B E R ARy T e B s A E m Al &
= B R A8 T 32 5 TE R S AR S B AL

List of Principal Properties

Interest Approximate
Attributable Total Gross
to the Group Floor Area Type

(square meter)

AEEEGER MOLEEERE Ei
(F755)

100% 54,360 Commercial
[EES

100% 36,890 Commercial
[SES

100% 330 Commercial
[EES

100% 4,810 Commercial
[EES

Lease Term
FHE
70 years from

31 August 2004
30 August 2074

to

“2EMENA=+-BE

—Z+mWENA
BH70F

70 years from
6 August 2010 t
5 August 2080

=+8

(]

—ZT—ZFE/\AREE

—TNZEE\H
RER705F

70 years from
6 August 2010 t
5 August 2080

fH -

(]

—ZT-TF/\AREE

—E/\BEN\A
BHI706E

70 years from

fH -

22 February 2001 to
21 February 2071
—EE—F-A-+=H=Z

—T+—F=A8
AHI705E
.%%?:(EP)M%

—+—H"
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List of Principal Properties

1. INVESTMENT PROPERTIES (Cont'a)

REW= &)
Interest Approximate
Attributable Total Gross
Properties to the Group Floor Area Type Lease Term
(square meter)
L/ AEEREGED BOLZEEE Ei A
(FFHK)

Various commercial units and car parking 100% 51,230 Commercial 70 years from
spaces of Hongwan Garden located at the [GES 16 December 2011 to
northern side of North Ring Avenue and 15 December 2081
the eastern side of Meilin Road —T——F+ZA+ARAE
Futian District —EN—F+=ZA+HA
Shenzhen City AER70F
Guangdong Province
The PRC

iz P AP B R B R I T 4 [ AE 3R K8 I Al K
HEARER SR (A BV DS TE R 2 (B R 36 B8 i ) (S fs

Various commercial units of LVGEM Hotel 100% 4410 Commercial 70 years from
located at the western side of Xinzhou Road and EES 30 December 2003 to
the northern side of Xinzhou Sixth Road 29 December 2073
Futian District —EE=F+_A=1+HE
Shenzhen City —Et+=%+-A=-thH"
Guangdong Province AER70F
The PRC

A7 H B B A R | T 4 B [ 3 B P 1 K
FTN7SER AL BIR 47 R SR TERDEE 2B B

Various commercial units of 100% 2,810 Commercial 70 years from
Lanwan Peninsula Community located at [HES 20 September 2001 to
the northern side of Furong Road 19 September 2071
Futian District —TE—FNA=Z+AHE
Shenzhen City “T+—FAATNA
Guangdong Province AHA704
The PRC

7 PA R B 5RO | T 4 [ AR SR B ALl ey BE &
Bt 2 AR 3 B

Various commercial units, office units and 100% 108,360 Commercial 50 years from
car parking spaces of Tower A of EES 8 May 2005 to
NEO Urban Commercial Complex located at 7 May 2055
the junction of Shennan Boulevard and “TEERFRANAE
Xiangmihu Road “TRRAFHALER -
Futian District AHIS0F

Shenzhen City
Guangdong Province
The PRC

Az P AP B B B R 3 T A [ 7R K38
BRI EFEMINEOEB T A IS An & BBARE 2 &
PISEBAL - PFABM KB
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List of Principal Properties

INVESTMENT PROPERTIES (Conta)
BREY=R#)

Interest Approximate
Attributable Total Gross
Properties to the Group Floor Area Type
(square meter)
S AEBELERD SIOAEERE E5
(FFF7K)

Various commercial units and car parking 100% 26,100 Commercial
spaces of Tower B and Tower C of (SES
NEO Urban Commercial Complex
located at the junction of Shennan Boulevard
and Xiangmihu Road
Futian District
Shenzhen City
Guangdong Province
The PRC

iz AP B B BR R I T i F [ R K8
BRI A E R FINEOES T R 5 4R & BB EE &2
CPE % [l 3 B8 iz R S L

Various commercial units of Phase Il of 100% 20,610 Commercial
LVGEM Garden located at the western side of [EES
Xinzhou Road and the northern side
of Fugiang Road
Futian District
Shenzhen City
Guangdong Province
The PRC

LA R B B BR A AR i i e M B PR 11
BRI AR EE — B AR E B

Various commercial units and car parking 100% 29,950 Commercial
spaces of Mangrove Luxury Garden located at [SES
the junction of Shazui Road and Jindi First Road
Futian District
Shenzhen City
Guangdong Province
The PRC
2 FA R B & BRI T 4 R [ D s B B o — B
22 B B VAT A8 = 5% 2% (] 3 BB i SR BB L

Various commercial units and ancillary units of 100% 3,820 Commercial
LVGEM Garden Estate located at (EES
No. 1185 Jin Dao Tian Road
Luohu District
Shenzhen City
Guangdong Province
The PRC
AP B BRI T 78 M [ & TR R BK 11855% )
Rl L EmREE R EEA

Lease Term

A

70 years from

26 February 2002 to

25 February 2072
ZEECFFAHRARE

—E+—®-_A—-+HAH-

RER70F

70 years from

5 February 2001 to

4 February 2071
—EE—F-_HAARZE

—ZT+—F=-AMWmMA -

RET70F

50 years from

23 November 2012 to
22 November 2062
—E——F+—HA=Z+=HZE

70 years from

9 March 1998 to

8 March 2068

—AANF=ZRNBZE

—EXN\EFE=A
AHR70%E
ﬁ%(@ﬁ)ﬁ%

NI
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List of Principal Properties

INVESTMENT PROPERTIES (Cont'd)
BREW=R#)

Interest
Attributable

Properties to the Group

L/ES REBEL S

A parcel of land and blocks located at 89%
Yi Jia Industrial Park, Fugian Road,
Guanlan Street
Bao’an District
Shenzhen City
Guangdong Province
The PRC

LA B SR R T B R @ BUR A8 R AT
AR ET EE IR DA ZEEE

The Shopping Arcade of Phase | and various 95%
commercial units of Phase V of Suzhou
Garden Villa located at 98 Shi Shan Road
New District
Suzhou City
Jiangsu Province
The PRC

7 P FP BT AR ) T T [ 8 L L R O8 SR SR 2E 56
FE—HREYIE S R E AR EN

Garden Court Plaza located at 95%
No. 1333 Binhe Road
New District
Suzhou City
Jiangsu Province
The PRC

[z P BT AR BN T 9T R B R BE 13335k 8 8
EEP L

Villa J101 of Phase | of Suzhou Garden Villa
located at No. 98 Shishan Road
New District
Suzhou City
Jiangsu Province
The PRC

7 AP BT AR ) T 3 s 8 LU PR OSSR SR 2E 50
F—HpJ101 5122

95%

Flat 1A of Jin Guo Tower, Flats 1A, 8C, 9C, 10B, 95%
10D, 11C, 12A, 12B, 17B, 17C, 18B to 18D,
19C and 20C of Jin Xing Tower of
Phase Il of Suzhou Garden Villa located at
No. 98 Shishan Road
New District
Suzhou City
Jiangsu Province
The PRC

A7 R FP BT AR B T 8T [ 4 LU R O8 SR 3R 2E 50
F_HRIREIE 1ASREETIA - 8C - 9C ~ 10B »
10D~ 11C~12A-12B-17B - 17C - 18B&E
18D * 19C}%20C=E
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Approximate
Total Gross
Floor Area
(square meter)
BRBREEEE Fh
(FFFHK)

Type

37,420 Industrial
T2

11,020 Commercial
[SES

4,480 Commercial
[EES

270 Residential
F=

2,520 Residential
F=E

Lease Term

HH

50 years from
8 July 2002 to
7 July 2052
—TE-FLANEE
“TR-FtAtH"
RHI50%F

70 years from
19 October 1992 to
18 October 2062
—NWNZ=ZF+A+NBE
—EARZFTA+TNAR
AHI70F

70 years from
16 January 1995 to
15 January 2065
—NWNAF—RA+RBE
—ERAF—A+EB
AER705

70 years from
19 October 1992 to
18 October 2062
—NN=F+A+NBE
ZEARZF+HA+TNR
AHI70F

70 years from

19 October 1992 to

18 October 2062
—NWNWZF+A+NBEE



List of Principal Properties

INVESTMENT PROPERTIES (Conta)

REWME (7

Properties

L/E S

Interest Approximate
Attributable Total Gross

to the Group Floor Area Type Lease Term

(square meter)

FEBEGES BOREREEE |E A

(F732K)

Flats 1B, 1D and 1F of Jin Bon Tower of 95% 480 Residential 70
Phase III of Suzhou Garden Villa located at F= 19 October 1992 to
18 October 2062
—hWh=F+A+hBZE
ZERZFTA
ABHEA706F

No. 98 Shishan Road
New District

Suzhou City

Jiangsu Province
The PRC

FR BT & R g T R 26 L BR OB 8 EE 50 5 = H

$RFHE1IB « IDRIFE

PROPERTIES UNDER DEVELOPMENT FOR SALE

BREPGEWR

Properties

M

Residential and commercial
units of Mangrove Luxury
Garden located at the southeast
corner of the intersection of
Shazui Road and Jindiyi Road
Futian District
Shenzhen City
Guangdong Province
The PRC

MR BEERE R TRERYD
W& B B 3 — & 32 B S A A
RARESREEREEER

Residential and commercial units
of LVGEM International Garden
located at the northwest of
Juzhou Park, Hexi Road,
Huazhou County, Maoming
Guangdong Province
The PRC

AR B ERE XA LM TR P s
VNI 0k Sel 30274

FEEREFRR

Interest Approximate

years from

Attributable Approximate Total Gross Estimated Date

to the Group Total Site Area  Floor Area Type of Completion

(sg.m.) (sg.m.)
FEEEGES BOENEEE POEREER B FARtER B
(F7K) (F7K)

100% 24,420 305,450 Residential/ 2017
Commercial —Z—+4
FE/ 1%

100% 714,530 2,715,210 Residential/ 2019
Commercial —Z— %

VA

+NB -

Progress

L] ERMR

Under
construction
T

Under
construction

THRgEfTH

BRR(FE)BE
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List of Principal Properties

PROPERTIES UNDER DEVELOPMENT FOR SALE (Cont'd)

ZEPRHEURE)

Interest Approximate
Attributable Approximate Total Gross Estimated Date
Properties to the Group Total Site Area  Floor Area Type of Completion
(sq.m.) (sq.m.)
LES AEEEGERZ BOEMEEE HOLREEE B FAEHTEEL B &
(FAXK) (EAXK)

Residential, commercial and 100% 271,200 949,200 Residential/ 2019
industrial complex located at Commercial —Z—14F
Liguang Village, Guanlan Town (EcY g F
Bao’an District
Shenzhen City
Guangdong Province
The PRC

NRHBERERIMELE
BRBERANNEERESE

Office, SOHO and retail arcade to 100% 14,590 81,840 Commercial/ 2018
be situated at Office —T-N\F
Ta Yun Road West, [EEVE /N
Yue Lai Xi East,

Economic Development Zone,
Wuzhong District, Suzhou,
Jiangsu Province, the PRC

AR BT EEMN TR E
ERERERRAAYIOR
REPEFAERE  NEFAE
XEWRERTERS

Residential, commercial and 100% 10,860 97,210 Residential/ 2020
industrial complex located at Commerciall —E_=_ZF
No. 4088 Qiaoxiang Road in Industrial
Nanshan District, Shenzhen City complex
Guangdong Province E==V4-F V4
The PRC TH¥GAE

AR B ER B R IME L E
BEIA0BSHRAEE - pE2
RIF¥R—BHGEHEER

Villa located at Deep Bay Road near ~ 75% 82,400 23,880 Villa 2022
Mong Tseng Village and R —E-CF

Mong Tseng Wai,
Lau Fau Shan,
Yuen Long,
New Territories,
Hong Kong
R BB TLRAMZ LR SR T S A
WHEMRIZE
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Progress

ERMR

Demoalition and
relocation plan
in progress

EITIRE

AR

Under
construction
TR

Planning stage
Rithae

Planning stage
Rithas
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