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ZH International Holdings Limited

EEREERERAE

CORPORATE
PROFILE

N AT

ZH International Holdings Limited (the “Company”) was founded in
1965 and has been listed on the main board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) since 1972.

The Company together with its subsidiaries (the “Group”), is currently
pursuing twin engines of growth — the Real Estate Investment Trust
(“REIT”) ownership and management strategy (“REIT strategy”) in the
United States (the “U.S.”) and expansion in real estate development in
the People’s Republic of China (the “PRC” or “China”). The Company
is seeding and growing two U.S. listed REITs, namely, American
Housing REIT, Inc. (“AHR”) and Global Medical REIT, Inc. (“GMR”)
with dividend yields of 6% to 8%. Apart from the REIT strategy, the
Group has four main businesses — property development, property
investment and management, hotel operations and securities trading
and investment in Hong Kong, the PRC and overseas.

With the change of controlling shareholder of the Company since
July 2015, a number of immediate benefits have been brought to
the Group, such as introduction of highly experienced new members
to our management team and Board of Directors of the Company
(the “Board”) in real estate development industry with decades
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of experience in China, provision for strong financial support for
the growth of the Group and engagement with certain qualified
competent construction contractors for the property development
projects of the Group. With the synergistic effects from these
significant resources and networks in China, the Group expects
to be able to leverage for its future development in the property
development sector. During 2016, the Group has successfully bidded
five land parcels in public auctions in Zhengzhou City, and obtained
financial support for property development of certain of these land
parcels.

With the Group’s continuous drives on REIT strategy, one of its US
listed REITs, GMR, has successfully completed the offering of its
share and migration listing from Over-The-Counter (“OTC”) to the
New York Stock Exchange (“NYSE”) in the U.S. during 2016.

The Company is headquartered in Hong Kong, and has offices in
Japan and the U.S.. It also owns a sizeable portfolio of properties in
Singapore, Hong Kong, Japan, the U.S. and the PRC.

The Company aims to grow exponentially in the next five years,
creating new sustainable revenue streams and hence enhancing
shareholder value.
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Mr. Zhang Jingguo

T BITEFERTHARE

%\ vy 5_ . Chairman, Executive Director and
L7 /Aﬁ Chief Executive Officer

Dear shareholders, BENWRRE :
On behalf of my fellow directors, | would like to AANBHREREZEZZ  BK#ll BTRZZ—RF4H

express my appreciation for your support in 2016. To TSR HX#F o NEBE RSB MH T
recapitulate, the year was marked by the following
highlights:



On 12 May 2016, the Company entered into subscription
agreements with the subscribers to allot and issue
795,400,000 shares of the Company (“Shares”) in cash at
HK$0.2 per share. The transaction was completed on 30
May 2016 and net proceeds amounting to approximately
HK$159 million were raised which is intended to be used for
the general working capital and repayment of liabilities of the
Group and as funds for future development of the Company
when the investment opportunities arise;

On 23 May 2016, the Group disposed of its entire interest in
RSI International Systems Inc. (“RSI”), a company listed on the
TSX Venture Exchange of Canada, to an independent third
party, for a consideration of approximately CAD1.5 million
and recorded a net gain of approximately HK$8.4 million. The
transaction was completed in June 2016;

In July 2016, the Group has successfully completed the
upgrade listing of GMR from OTC to NYSE, and total
15,000,000 shares of GMR (included over-allotment option
shares) were issued at a price of US$10.00 per share resulting
in gross proceeds of US$150 million (the “GMR Offering”).
As a result of this exercise, the Group’s interest in GMR was
diluted from 99.9% to 14.8% and accordingly GMR was
ceased to be a subsidiary of the Company; and

The Group has been successful in bidding of land use rights
of five land parcels via public auctions at total considerations
of approximately RMB2.29 billion.
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FINANCIAL PERFORMANCE OF THE YEAR

During the year ended 31 December 2016 (the “year”), the Group
reported revenue of HK$79.6 million and gross profit of HK$61.4
million (corresponding period (namely, from 1 April to 31 December
2015 and hereafter): HK$44.0 million and HK$29.8 million). The
revenue and gross profit were mainly derived from the property
investment and management business. Other gains and losses
were recorded as net loss of HK$24.8 million during the year
(corresponding period: net gain of HK$29.8 million). Administrative
expenses and selling expenses were HK$57.2 million and HK$13.9
million respectively for the year, as compared to HK$60.3 million and
HK$5.5 million respectively for the corresponding period. The loss
attributable to owners of the Company for the year was approximately
HK$56.7 million (corresponding period: HK$19.7 million).

The increase in the loss attributable to the owners of the Company
was primarily due to (i) the net loss attributable to the completion of
deemed disposal of GMR in relation to the GMR Offering during the
year; and (i) a decrease in fair value of financial assets at fair value
through profit or loss at the end of the reporting period.

The basic loss per share for the year was HK0.97 cents as compared
to HKO0.47 cents for the corresponding period.

Outlook

The Group will continue to be principally engaged in the business
of property development, property investment and management
and hotel operation, and look for investment opportunities which
strengthen profitability under the acceptable risk in Hong Kong and
overseas markets.

The PRC

During the year, the Company began to leverage on the PRC
property development and investment experience of its management
team to seek different suitable projects in anticipation of high
potential returns to shareholders of the Company (“Shareholders”).
The Group has successfully bidded five pieces of land parcels in the
second half of the year, with total considerations of approximately
RMB2.29 billion. These land parcels were all located in Zhengzhou
City, Henan Province, the PRC. Construction work has already been
commenced for one of these new land parcels during the year and
the handover process for the other four new land parcels have been
completed in the first quarter of 2017. As of 31 December 2016, the
Group has three ongoing projects under development in Zhengzhou
City, namely Zensun Xinghan Garden, Zensun Jingkai Plaza and
Zensun Shuxiangmingzhu Project. Based on the current construction
progress and the delivery schedule, they are expected to be
completed in the fourth quarter of 2017, the first quarter of 2018 and
the fourth quarter of 2019, respectively.
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Following the Group’s strategy in expanding its business operation
in Henan Province, the PRC, the Board will continue to identify
new property development projects and bid for land use rights of
other selective land parcels in the PRC with focus on Zhengzhou
City, Henan Province and other first and second tier cities in the
PRC in the coming few years. The management remains cautiously
optimistic on the long-term prospects of the real estate industry and
will quicken its property development and sales of its development
projects in the PRC through making use of its own advantages
and leveraging on the national network and business resources of
Henan Zensun Real Estate Co., Ltd (“Zensun”). The synergistic effect
brought by Zensun will improve the position of the Group in the real
estate industry in China.

The US

In the US, the Group now has one NYSE-listed REIT, GMR, and
one U.S. OTC-listed REIT, AHR, which are both managed by
Inter-American Management, LLC (“IAM”), the 85%-owned REIT
management arm of the Group, led by a specialised team of highly-
experienced professionals with in-depth knowledge in the U.S. real
estate market.

GMR

After the GMR Offering, the Group’s interests in GMR has been
diluted from 99.9% to approximately 14.8% and accordingly
GMR was ceased to be a subsidiary of the Company. The Group
receives management fee income based on 1.5% of the GMR’s net
assets annually and a significant higher-than-average annualised
quarterly dividends with an approximately 8% vyield. GMR continues
to accelerate its acquisition pipeline to further enlarge its asset
base so to enable our management company, 1AM, to enjoy higher
management fee income.

AHR

AHR was listed on the OTC in 2010. AHR is currently 99%-controlled
by the Company and it owns a portfolio of single-family rentals
primarily in Texas, Florida, Georgia and North Carolina.

With life expectancy continuing to increase in the U.S., many
individuals started planning for their desire retirement community
after age 65. There were 77 million baby boomers, representing
70% of the current U.S. population, will reach their retirement age in
the coming next two decades. The improved medical services and
facilities, growing senior population and improved living standards
nourished a strong demand on a retirement community and created
business opportunity for the elderly care industry. To seize the
industry potential and in line with the Group’s strategy in seeking for
higher-than-average annualised yield, the Group revisits the current
properties portfolio and diversifies its investment from single family
housing to senior housing.
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In February 2017, the Group has entered into two purchase
agreements to acquire two senior housing communities in the U.S.,
amounted to US$27.6 million. The Board considers that these
acquisitions represent a good investment opportunity and believes
that the Group will benefit from the stable and attractive rental
income and anticipate appreciation in value of the senior housing
communities through diversifying the Group’s portfolio with senior
housing properties in the U.S..

To continue with the success we had from the GMR Offering, we
are also working towards upgrading AHR listing as our second listed
REIT in NYSE or other international exchanges in the near future.

Other Operations

The Group remains cautious about Singapore property market and
does not expect to make a material investment in this market in the
foreseeable future. For the Japan hotel operation, the Group is now
actively seeking ways to enhance its overall profitability with a view to
enabling the operations to be self-sustainable.

Overall

The Company will make use of the Group’s financial, human and
technological resources to enhance its portfolio, asset base and
brand image.

The management will continue to streamline the corporate structure,
divest non-core non-performing businesses, seek viable business
opportunities in accordance with the Group’s overall strategy, closely
monitor the market situation and enhance all areas of operations
which can raise the level of financial discipline, improve profitability
within the Group and deliver the best returns to the Shareholders.

On behalf of the Board, | would like to express the Board’s gratitude
to all the staff for their hard work and dedication and to thank all our
Shareholders, business partners and customers for their continuous
support.

Mr. Zhang Jingguo
Chairman, Executive Director and Chief Executive Officer

Hong Kong, 29 March 2017
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PROPERTY DEVELOPMENT
IN PRC

EHEZYEERE

PROPERTIES IN THE PRC

The Group has three projects under development and four land
parcels held for future development in the PRC. Interests of all these
properties in the PRC are 100% attributable to the Group.

PROJECTS UNDER DEVELOPMENT

Zensun Jingkai Plaza

Project location . the intersection of Hanghai Dong Road and
Jingkai Ninth Avenue, Zhengzhou City
Designated land usage : commercial
Total site area . approximately 48,000 sqg.m.
Estimated/planned . approximately 296,000 sg.m.
aggregate GFA
Expected completion

time

1st quarter of 2018

Located at the Economic and Technological Development Zone of
Zhengzhou City (“ETDZ”), Zensun Jingkai Plaza is situated in the
southeast of the intersection of Hanghai Dong Road and Jingkai
Ninth Avenue. It is the landmark project in the ETDZ in which the
Group made substantial investment in 2015. The project has a total
site area of 72 mu with planned aggregate GFA of 296,000 sg.m.
at plot ratio of 4.499 and greening ratio of 25%. The project adopts
a semi-open concept with an open and self-containing design. It
is encompassed by nine building blocks, including four Grade 5A
deluxe office buildings, four single office buildings and one white-
collar deluxe commercial apartment building. The project features
the best investment potential and development prospect, as It is
currently the largest and the highest class commercial complex under
development in the ETDZ, well served by supporting facilities.
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Zensun Xinghan Garden

Project location 300m to the east of the junction of Dahe
Road (North 4th Ring) and Guxu Road (West
4th Ring extension), Zhengzhou City
residential

approximately 34,500 sg.m.

approximately 95,500 sqg.m.

Designated land usage :

Total site area

Estimated/planned
aggregate GFA

Expected completion
time

4th quarter of 2017

Zensun Xinghan Garden covers a total site area of 52 mu with
estimated aggregate GFA of 95,500 sg.m. Being a low-density,
scarce and high-end residential community with plot-ratio of 1.99,
Zensun Xinghan Garden has a high greening ratio up to 30% and
becomes the first and genuine quality residential community in
Gurung Town in Zhengzhou City. Styled with the most fashionable
modern Chinese architecture, the project comprises seven blocks
of 8-storey bungalows situated at the central scenic area, three
blocks of 18-storey low-high-rise at the north, totaling 648 units.
Each bungalow has two units on each floor. Each unit is designed
with three rooms, a living room, a dining room and two wash rooms.
Units on the 1st floor with GFA of approximately 116 sg.m. contains
a garden of 50 sg.m. and a basement of 80 sg.m.. Units on the 2nd
floor with GFA of approximately 120 sg.m. contains a basement of
50 sg.m.. Units on the 8th floor with GFA of approximately 140 sq.m.
has a hanging garden. For the three blocks of low-high-rise, all are
designed with four units on each floor with two staircases and each
unit is in small to medium size with GFA of 88 sg.m.. The project
is specially designed with separate vehicle and pedestrian traffic,
and a kindergarten with GFA of 1,661 sg.m. at the south-western
corner catering to the community needs. The project enjoys scenic
environment and easy access.
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Zensun Shuxiangmingzhu Project

Project location

. the intersection of east to Songlin Dong
Road and north to Ruifeng Road in
Zhengdong New District, Zhengzhou City
commercial

approximately 25,000 sg.m.

approximately 144,000 sqg.m.

Designated land usage :

Total site area

Estimated/planned
aggregate GFA

Expected completion
time

4th quarter of 2019

Located in the Zhengdong New District of Zhengzhou City, Zensun
Shuxiangmingzhu Project is situated at the intersection of east to
Songlin Dong Road and north to Ruifeng Road. It was a successful
bid made by the Group through listing-for-sale process in the public
auction held by the Land and Resource Bureau of Zhengzhou
City, Henan Province, the PRC (the “Land and Resources Bureau
of Zhengzhou City”) in July 2016. The project has a total site area
of 38 mu with planned aggregate GFA of approximately 144,000
sqg.m. at plot ratio below 4.0 and greening ratio at 30%. The project
is encompassed by five commercial apartment buildings and two
commercial and office buildings.
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LAND PARCELS HELD FOR FUTURE
DEVELOPMENT

In the fourth quarter of 2016, the Group has been successful in
bidding of land use rights of four land parcels through listing-for-
sale process in the public auctions held by the Land and Resources
Bureau of Zhengzhou City. The acquisitions of these land parcels
are in process as at 31 December 2016 pursuant to the terms of
the land contracts entered with the Land and Resources Bureau of
Zhengzhou City and gradually completed subsequently in the first
quarter of 2017:

The table below summarizes the key information of the land parcels
held for future development as at 31 December 2016:

FERREBR 2t
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Estimated/planned

Date of Land parcel Total site area
successful bid under code no. (sq. m.)
BAGHTE R

MIREEH b 58 4R 5% (F753K)
23 November 2016 2016-12 55,631
ZERE

+—A=+=H
9 December 2016 2016-114 94,426
—E—RF

+=AhH
15 December 2016 2016-127 98,973
—E-RF

+=A+AH
23 December 2016 2016-143 89,025
—T—RE
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aggregate Designated land Expected

GFA (sq. m.) usage completion time
st /A

BELEB(FERK) 5 £ #h A& FEHAY TRFR

194,709 commercial 2nd quarter of 2020

¥ —TTFEE_FE

188,852 residential  4th quarter of 2020

FE ZZEFENFE

296,920 residential ~ 3rd quarter of 2020

e —ToTFE=FRE

195,855 residential  4th quarter of 2020

TE ZT-TFENEE

The Group is currently engaging in a total of seven property
development projects with total site area of approximately 446,000
sg.m. and total estimated/planned aggregate GFA of approximately
1,420,000 sg. m.
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OTHER PROPERTY
PORTFOLIO

Hte=4Ea4a

OTHER PROPERTY PORTFOLIO

Apart from properties for development held in the PRC, the Group
also owns a diverse range of residential, commercial properties and
quality hotels located in Singapore, Japan, Hong Kong and the U.S.

SINGAPORE PROPERTIES

FEPERVEREERER RS

il L e 5s

The Group’s Singapore property portfolio is concentrated in locations
near Mass Rapid Transit (MRT) stations, Singapore’s railway system,
ensuring convenience and connectivity. The Group owns a portfolio
of SOHO units at Southbank which features high-ceilings and
duplexes. These units are uniquely zoned for both residential and
commercial uses and hence generate strong rental yield. The Group
also owns a portfolio of residential properties at Dakota Residences
adjacent to the Dakota MRT station.

JAPAN PROPERTIES

1&2. Aizuya Inn

The Group currently owns two properties in Japan — the first being
Aizuya Inn, an authentic and traditional Japanese hot spring inn
located at Nasu, Tochigi prefecture, a famous mountain resort area
approximately two-hours drive from the Tokyo downtown, and the
other being The Hamilton Sapporo Hotel, an 8-storey hotel erected
over a one-level basement situated at Chuo Ward, Sapporo City,
Japan.

Htu=RAa
BROEBRRMABALRTEZYE  AEETES TRBERMNE
T BABYEARBERE - BHEMMNE - BA - EERER -

YIRS EYE S

1. Dakota Residences
2. Southbank Soho

NEBF MY EB A LR RIS EIEHT - JBHETE ©
NEBE £ Southbank#EBASOHO B 46 * LREERERAE R
B o ZSEMENFIALCE  EFEREERE  BAESK
T EES o 7N £ [E 7 Dakota ResidencesEA X W H S - Dakota
Residenceskit #8Dakotatth i£ 14 o

3&4. The Hamilton Sapporo Hotel

AEERERAAEEMEADE © BEEAizuya Inn - EEERERESR
BRIRER - ALAMEAREABAER - WEAZRBILUERN - BEER
MHRLLM/NDEER ; S—@=&The Hamilton Sapporo Hotel * #5
NE BB TE  BRERMWIETFHRE -
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HONG KONG PROPERTIES

- . 1
In addition to some smaller properties, the Group owns two floors
of the commercial building, Wyndham Place, a prime office building
located in the Central district of Hong Kong — the central business

district of the region. The Group currently uses a portion of one floor
for its headquarters while leasing out the remaining portion.

U.S. PROPERTIES

The Group owns about 140 SFRs located in Texas, Florida, Georgia
and North Carolina under its REIT subsidiary, AHR (with total lettable
area of approximately 242,000 sq. ft.). These homes are carefully
selected for their location, condition, tenant profile and potential for
capital appreciation. The Group also owns freehold land parcels with
273,200 sqg. m. in California and two residential units situated on Wall
Street in New York.

14

BREME
BETNEYERSI  AEEREEBEETLEFMEAEET - &

BFEREETRIENAKRE  UREED LS - REBERKH
PEN S EREE  ZEBESKRID RS EIERERE -

XEMHE

AEEFEBEFSHEREFEFEMNEBRTAHRE B LN EREMRMN
HEEEN - BADIM BRI RERAM 2 140MER LB S - 7
HEMEA £A5H242,000°F 5K - RMEEEREMME  BFE - BP
BERERTHEE N RBE B o RKE IR INNEEF 273,200 75
KZKAZREWER - WEMNEBERAMEETEA



Annual Report 2016
—S—NEEH

REIT OWNERSHIP AND
MANAGEMENT STRATEGY

FiEREETHERREERE

INTER-AMERICAN
GROUP

The Company announced on 6 December 2013 a three-phases
growth strategy (the “Growth Strategy”) as ascribed in our REIT
Strategy, which involves (i) building up a portfolio through seeding
and growing REITs in the U.S.; (i) developing recurring management
fees from direct management of these REITs; and (ji) raising capital
through potential listings of these REITs.

The Company has so far seeded two U.S. listed REITs, both are
managed by the U.S.-based company, IAM, a wholly-owned
subsidiary of the 85%-owned Inter-American Group Holdings Inc.
(“IA Group”) by the Group, which earns recurring management fees
of 1.5% of the REITs’ net assets under management. The remaining
15% stake of IA Group is owned by Mr. Jeffrey Busch, the Chief
Executive Officer of IA Group who is a 29-year real estate veteran and
previously served two U.S. Presidents, overseeing a yearly budget of
over US$3 billion to develop housing and commercial real estate for
the U.S. Government.

INTER-AMERICAN
MANAGEMENT

IAM is the REIT management arm of IA Group, led by a specialised
team of highly-experienced professionals with deep knowledge in
the U.S. real estate, REITs, healthcare, management, logistics and
business development.

IAM manages our Group’s seeded REITs — AHR and GMR - and
plans to eventually manage other global REITs. IAM estimates to
receive recurring management fees of 1.5% to 2.0% of assets
under management, varying by each individual REIT and depending
on their performance. Its REIT management strategy centres on
systematising, and creating viable economies of scale, to effectively
manage cash flow over the life cycles of a wide range of real
estate holdings. IAM focuses on minimising operating expenses by
optimising property evaluation and property management practices,
through advanced online property tracking tools coupled with on-
site evaluations. IAM sources prospective acquisitions based on the
broad relationship network of 1A Group’s U.S.-based executive team.

To accelerate the REIT’s growth through additional capital raising, the
Company is dedicated to carrying out plans to migrate the listing of
the two REITs successfully from OTC to international exchanges. With
the led by our professional management team in IAM, GMR has been
successfully completed offering of its shares and migration listing to
NYSE in the U.S. during 2016. The Group’s REIT management arm is
proactively working towards the migration plan for the next REIT.

R-ZZB—=F+-AXH  ARAEH - EFHEREETERKZ
—RERER([BRRR])  SR)VBBNEEHRBNRERFE
REGERRVAA  (NEEREEZSFHEREERMETLRNE
WAKIR : R(ipEBZEFHEREFETZARLLTERES -

ARRESBRAMEER EMEREREEFT  YHAEEES
85% 125 7 Inter-American Group Holdings Inc.(ZEM & EIERE A
A ([IA Group )22 BB LAFIAMERE - EIEEEMERE
FEFAEREN 5% EEEEIRE o IA GroupfR F15%MR 15 TIHIA
GroupfT 42 Jeffrey Buschfc £ A ° Jeffrey Buschit A A 129
FRHWETELS TANLEEMBAHRRY  AEEEAI0EET
FEEE  AEEBNAREIEREAFRMETE °

IAMAIA Groupii FEIEREZHER N X - mABREERRE
E EHERARET BE BB WAREBERAOBZEFE
$EpELE o

IAMER S B IR AR SR B P 2 i ER E(ERE - BIAHRKRGMR @ 37
REBREMEIHREFIWERE(EE - IAMMEETBLATE BB EUE
1.5%E2.0%EFUERE  BFRERNFHEREETRELRR
ME - HEMEREETEERREERASCER EUELEVE
AT ZRREE  EMRTRERNEHEEERMERERRER
B AMBBREER FEEH T ERE TG  SAREE(YE
L RMEERBTE - FREIRL LR o IAMIKIRIA GroupElH
TRz EZARREES  DeEERERR -

RBBEFFINESMREMERBEREIER - ARRHIRHY
TEMERMEREEFERDBSIRZEERRRZ 5 M LT 25t
g ERMIAMEEEEBG 2 HE T - GMRER - T — RFAX
BRI ERBEEERNDIEERNBLRRZA LT - REEZE
EREEREEEAF LGRS T —EFBEREFETE2ERAS -
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REIT OWNERSHIP AND
MANAGEMENT STRATEGY

FiEREETHERREERE

AMERICAN
HOUSING REIT

AHR is currently a 99%-controlled U.S. OTC-listed REIT and
managed by IAM. The primary business strategy of AHR is to
acquire and lease single-family homes as well-maintained investment
properties to generate attractive risk-adjusted returns over the long-
term. AHR consistently employs a disciplined and focused approach
in evaluating available acquisition opportunities, and maximising
the expected returns with the mix of rent yield and future potential
appreciation in value. As at 31 December 2016, AHR owned a
portfolio of about 140 single-family rentals (“SFRs”) primarily in Texas,
Florida, Georgia and North Carolina in the U.S., of which partially are
financed by Blackstone Group’s B2R division.

In view of our professional specialist management arm on the
favourable potential prospect on retirement communities and elderly
care industry in the U.S., the Group diversifies its current property
portfolio from single family housing to senior housing in order to
seize the industry potential. Two purchase agreements were entered
to acquire two senior housing communities in Texas and Kansas
in the U.S. subsequently in 2017. The acquisitions are expected to
be completed in the first half of 2017. The Group believes that a
diversified investment portfolio will generate a higher-than-average
annualised yield and assist future capital fund raising in potential
migration listings.

2N
)=

GMR was previously a 99.9%-controlled U.S. OTC-listed REIT
and managed by IAM. During 2016, GMR has been successfully
completed the offering of its shares and migration listing from OTC
to NYSE in the U.S.. As a result, the Group’s interest in GMR was
diluted from 99.9% to 14.8%. Although GMR is ceased to be a
subsidiary of the Company and no longer controlled by the Group
after the GMR Offering, IAM has continued providing management
services in return for receiving recurring management fee at 1.5% per
annum of GMR’s net assets.

GLOBAL
MEDICAL REIT

GMR holds a medical real estate portfolio of specialised, high-acuity
medical facilities and seeks to maintain distributions with a higher-
than-average annualised yield of 8%.
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GMR’s strategy is to acquire licensed, specialised medical healthcare
facilities and lease to locally-dominant healthcare operators on long-
term leases with contractual annual rent escalations. These leases are
structured as triple net which require tenants to pay for all property
operating expenses including property taxes, insurance, maintenance
and capital expenditure. GMR looks for opportunities in sector that
healthcare operators wish to monetize their real estates to redeploy
into core health-care operation and immediate growth initiatives. A
key differentiation for GMR with other real estate investors is GMR
focus on high-acuity single-tenanted properties which require in-
depth health care knowledge and industry expertise to underwrite
creating an investment “barrier to entry” for “generalist”, while other
real estate investors focus on generic office, residential, and retail real
estate.

GMR acquires properties on a long-term sale and leaseback basis
which provides GMR with secured, predictable, growing rental
income. GMR’s in-depth experience and contacts within the health
care real estate community enable GMR to source non-brokered
investment opportunities off-market and on favourable terms. GMR
is able to originate property acquisitions with healthcare operators
directly by catering specifically to their capital, accounting, legal,
regulatory, and strategic needs.

In 2016, GMR have completed 10 acquisitions, resulting in its
current real estate portfolio of 31 medical and healthcare facilities
located in 14 states in the U.S. with approximately 665,879 leasable
sq. ft. as at 31 December 2016. These medical and healthcare
facilities held by GMR including an acute care hospital in Nebraska;
an orthopedic surgery center in North Carolina; an ophthalmology
surgery centre located in Pennsylvania; six licensed medical clinic
facilities in Tennessee; a licensed hospital in Texas; a medical office
building in Florida; an ambulatory surgery center in Michigan; three
rehabilitation hospitals in Arizon and Pennsylvania; three clinic office
building complex in South Dakota, two medical office complex in
Nevada; a hospital building in New Jersy; five medical properties in
Ohio; two eye surgery centers in Pennsylvania; and three healthcare
facilities located in Georgia. These facilities with a weighted average
age of 14 years are 100% leased to fourteen tenants in a weighted
average remaining lease terms of 10 years. GMR will continuously
look for growing opportunities and suitable acquisitions in pursuit for
generating sustainable revenue and producing higher-than average
returns.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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BUSINESS AND FINANCIAL PERFORMANCE
REVIEW

The Group reported revenue of HK$79.6 million and gross profit of
HK$61.4 million for the year (corresponding period: HK$44.0 million
and HK$29.8 million). The revenue and gross profit were mainly
derived from the property investment and management business.
Other gains and losses were recorded as net loss at HK$24.8
million during the year (corresponding period: net gain at HK$29.8
million). Administrative expenses and selling expenses were HK$57.2
million and HK$13.9 million respectively for the year as compared to
HK$60.3 million and HK$5.5 million respectively for the corresponding
period. The loss attributable to owners of the Company for the year
was approximately HK$56.7 million (corresponding period: HK$19.7
million).

The increase in the loss attributable to the owners of the Company
was primarily due to (i) net loss attributable to the completion
of deemed disposal of GMR in relation to its share offering and
migration listing on the NYSE during 2016; and (ii) decrease in fair
value of financial assets at fair value through profit or loss at the end
of the reporting period, recorded in other gains and losses.

The basic loss per share for the year was HK0.97 cents as compared
to HKO.47 cents for the corresponding period.

The directors of the Company (the “Directors”) did not recommend
the payment of a dividend in respect of the year.

Property Development

During the year, the Group has three ongoing projects under
development in Zhengzhou, PRC, namely Zensun Xinghan Garden,
Zensun Jingkai Plaza and Zensun Shuxiangmingzhu Project. Based
on the current construction progress and the delivery schedule, they
are expected to be completed in the fourth quarter of 2017, the
first quarter of 2018 and the fourth quarter of 2019, respectively.
Other than the three ongoing projects under development, the
Group successfully bidded land use rights of four land parcels with
code nos. 2016-012, 2016-114, 2016-127 and 2016-143 in public
auctions held by Land and Resources Bureau of Zhengzhou City
through a listing for sale process in the fourth quarter of 2016. These
land parcels were all located in Zhenzhou City, Henan Province, PRC.
The handover of these four land parcels has gradually completed in
the first quarter of 2017.

Following the Group’s strategy in expanding its business operation in
Henan Province in the PRC, the Board will continue to identify new
property development projects and bid for land use rights of other
selective land parcels in the PRC with focus on Zhengzhou City,
Henan Province and other first and second tier cities in the PRC in
the coming few years.
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MANAGEMENT DISCUSSION
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Hotel Operations

Revenue for the hotel operation division increased approximately 37%
from HK$5.1 million to HK$7.0 million during the year, contributing
to a segment loss of approximately HK$0.9 million (corresponding
period: HK$0.9 million).

Property Investment and Management in the USA on AHR and
GMR

The division in property investment and management in the USA
on AHR and GMR, both are operated and managed by IAM, the
85%-owned REIT management arm of the Group, contributed
revenue of approximately HK$47.4 million (corresponding period:
HK$26.2 million) and segment loss of approximately HK$32.0 million
(corresponding period: HK$13.1 million) to the Group. In July 2016,
GMR has completed the GMR Offering, and the Group’s interest
in GMR was diluted from 99.9% to 14.8% consequently. Since the
GMR Offering constituted a deemed disposal transaction of the
Group’s interests with loss of control in GMR, thereafter, GMR was
ceased to be subsidiary of the Company. The net loss arising from
the GMR Offering increased in the segment loss for the year. After
the GMR Offering, the Group has continued to provide management
services to GMR in return for property management fee income
pursuant to the revised management agreement between GMR and
IAM.

Property Investment other than AHR and GMR

The property investment other than AHR and GMR divisions
contributed revenue of approximately HK$16.1 million (corresponding
period: HK$10.8 million) and segment profit of approximately HK$8.0
million (corresponding period: segment loss of HK$5.8 million) to
the Group. The improvement of segment profit was attributable to
a lesser extent of decrease in fair value of investment properties
recorded during the year for approximately HK$0.3 million as
compared to approximately HK$11.8 million recorded during the
corresponding period.

Securities Trading and Investment

During the year, the Group’s securities business recorded a revenue
of HK$8.7 million and a segment loss of approximately HK$14.8
million, as compared to revenue of HK$1.5 million and segment
profit of approximately HK$1.2 million recorded in the corresponding
period. After the GMR Offering, the Group reclassified its investment
in GMR as designated as at fair value through profit or loss. The
significant increment in the revenue and segment loss of securities
business were primarily attributable to the dividends received from
GMR and the decrease in its fair value at the end of reporting period.
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Other Investment

During the year, the Group disposed its entire interest in RSI, a
company listed on the TSX Venture Exchange of Canada for a
consideration of approximately CAD1.5 million and recorded a net
gain of approximately HK$8.4 million.

Liquidity and Capital Resources

On 12 May 2016, the Company entered into subscription
agreements with eight subscribers pursuant to which the subscribers
have conditionally agreed to subscribe for, and the Company
has conditionally agreed to allot and issue to the subscribers, an
aggregate of 795,400,000 new ordinary shares of the Company in
cash at subscription price of HK$0.20 per subscription share, subject
to a lock-up period of six months. The transaction was completed
on 30 May 2016 and net proceeds amounting to approximately
HK$159 million were raised which is intended to be used for the
general working capital and repayment of liabilities of the Group and as
funds for future development of the Company when the investment
opportunities arise.

As at 31 December 2016, the total equity of the Group was
approximately HK$1,157.0 million (2015: HK$1,091.6 million) and
the Group had bank balances and cash, restricted bank balances
and pledged bank deposits amounting to approximately HK$270.7
million (2015: HK$244.2 million) mainly denominated in U.S. dollars,
Hong Kong dollars, Renminbi, Singapore dollars and Japanese Yen.
The increase of total borrowings to approximately HK$1,444.0 million
(2015: HK$942.5 million) was mainly due to the loans from a related
company for the property development projects in the PRC during
the year. The total borrowings were mainly denominated in Renminbi,
U.S. dollars, Hong Kong dollars and Singapore dollars. As at 31
December 2016, the Group recorded a current ratio of 1.3 (2015: 1.6)
and gearing ratio of 31.7% (2015: 31.9%). Gearing ratio is defined as
the ratio of total borrowings less bank balances and cash, restricted
bank balances and pledged bank deposits to total assets.
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Material Acquisitions and Disposals for Material Investments

(@)
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On 8 January 2016, GMR entered into a sale and purchase
agreement with Marina Towers LLC, pursuant to which, the
vendor shall sell and GMR shall acquire a hospital named
“Marina Towers” located at 709 South Harbor City Boulevard,
Melbourne, Florida 32901, United States, for a purchase price
of US$15.5 million. The acquisition was completed in March
2016.

On 28 February 2016, GMR entered into a sale and purchase
agreement with Cherry Hills Real Estate, LLC, pursuant
to which, the vendor shall sell and GMR shall acquire an
ambulatory surgery center and medical office building located
in Westland, Michigan, United States, for a purchase price
of US$4.75 million. The acquisition was completed in March
2016.

On 19 April 2016, GMR entered into a sale and purchase
agreement with Paper Mill Partners, L.P. and Ridgewood
Surgery Center, L.P., pursuant to which, the vendors shall sell
and GMR shall acquire a 17,000 square-foot medical office
building and a 6,500 square-foot eye surgery center located at
Wyomissing, United States, for an aggregate consideration of
approximately US$9.2 million. The transaction was completed
in July 2016.

On 23 May 2016, the Company, Hotel Room Xpress Pte.
Ltd., Heng Fung Capital Company Limited and Xpress Credit
Limited entered into a share purchase agreement with Ernest
W. Moody Revocable Trust whereby the Group has agreed
to sell and the purchaser has agreed to purchase 8,031,664
shares of RSI for cash consideration of approximately CAD1.5
million. The transaction was completed in June 2016.

BFHEARECEAWERLE

(a)

RZZT—NE—A/\H » GMREMarina Towers LLC&] 3\
EBEHE - Bt 0 EHBHEMGMRIEKIER 709 South
Harbor City Boulevard, Melbourne, Florida 32901, United
States# & Marina Towers | 2 8F7 + W& &15,500,0003
TC e ZBWHER T —R"F =A% -

WRZT—A"FZHZ+=H ' GMR EH Cherry Hills Real
Estate, LLCRIMZ B E Wk - Bt - =I5 i H & MGMRIUEE
fi7 ®Westland, Michigan, United StatesZ i ®) F TR0 & 28
Bt AKE  WEEAR4,750,000E T - ZBRBER =T
—NEFEZA5EK -

RZZ—XFWMNA+NHEB - GMR E Paper Mill Partners,
L.P. ¥ Ridgewood Surgery Center, L.P.3] . B & i @ 15
It - BT A5 H B M GMR Uk B 2 74 35 Bl Wyomissing {h b
17,000 77 IR 2 & 2 it ' K A% [2.6,500°F 75 IR 2 BR B F g
D BR(EH59,200,000E T » ZBRHENR T —AFL
ATERK o

WZZT—XR"FRA=-+=H ' A7 Hotel Room Xpress
Pte. Ltd. * 1888 M E AR A7 MEFREEHRR A 5 HEEmest
W. Moody Revocable Trusts] 37 B 17375 @ Ut - AEEE
AELEMEHERZEERSIZ8,031,6641 % - BWa R
B#)731,600,000017C * ZEXHER -F—RFRATK °



On 28 June 2016, GMR, IAM and Global Medical REIT L.P.
entered into an underwriting agreement with Wunderlich
Securities, Inc., as representative of the several underwriters
named therein, relating to the GMR Offering. On 1 July
2016, GMR closed its share offering and issued 13,043,479
shares of its common stock at a price of US$10.00 per share
resulting in gross proceeds of US$130,434,790. Additionally,
on 11 July 2016 the underwriters exercised their over-
allotment option in full, resulting in the issuance by GMR of an
additional 1,956,521 shares of its common stock at a price of
US$10.00 per share for gross proceeds of US$19,565,210.
Total shares issued by GMR in the GMR Offering, including
over-allotment option shares, were 15,000,000 and the
Group’s interest in GMR was diluted from 99.9% to 14.8%. As
a consequence, GMR was ceased to be a subsidiary of the
Company; and

The Group has been successful in bidding of land use rights
of five land parcels with code nos. of 2016-11, 2016-012,
2016-114, 2016-127, 2016-143 through listings for sale
process in the auctions held by Land and Resources Bureau
of Zhengzhou City for transfer of state-owned land use rights
for a consideration of RMB185,000,000 on 1 July 2016, for a
consideration of RMB802,000,000 on 23 November 2016, for
a consideration of RMB348,340,000 on 9 December 2016, for
a consideration of RMB610,870,000 on 15 December 2016,
and for a consideration of RMB346,580,000 on 23 December
2016, respectively. The details of the land use rights of the
first land parcel are set out in the announcement of the
Company dated 4 July 2016 and the details of the remaining
four land parcels are set out in the circular of the Company
dated 18 January 2017.

(e)
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Contingent Liabilities

As at 31 December 2016, the Group had contingent liabilities relating
to guarantees amounting to approximately RMB408.4 million
(approximately HK$456.0 million) in respect of mortgage facilities
provided by certain banks in connection with the mortgage loans
entered into by buyers of the Group’s properties. Pursuant to the
terms of the guarantees, upon default in mortgage payments by these
buyers, the Group would be responsible for repaying the outstanding
mortgage principals together with accrued interests thereon and any
penalties owed by the defaulted buyers to the banks. The Group
would be entitled to take over legal title to and possession of the
related properties. These guarantees will be released upon the
earlier of (i) the satisfaction of the mortgage loan by the buyers of the
property; and (ii) the issuance of the property ownership certificate
for the mortgage property and the completion of the deregistration
of the mortgage. In the opinion of the Directors, no provision for the
guarantee contracts was recognised in the consolidated financial
statement for the year as the default risk is low.

In addition, as at 31 December 2016, the Company has provided for
its proportionate guarantee of $$2.1 million (approximately HK$11.3
million) to a bank in connection with banking facilities granted to
Corporate Residence Pte Ltd, a company which is 90% owned by
SingHaiyi Group Limited and 10% by the Group.

Pledge of Assets

The following assets are pledged to certain banks and a financial
institution as securities to obtain banking facilities granted to the
Group and mortgage facilities granted to certain property buyers at
the end of the reporting period:

HAREE

RZZB-RETA=1+—R AREREREAEEMEZERAT
VZIBBEFRMBETRITRAZZEREZEREARAAGED
AR #408,400,0007T (49456,000,000/8 7T) © RIFERIE - i
FERBRZB/HRE - AEEABEXNABEERRTRITHRE
BEBASBRZFFEREMER - REESBEREZERBYE
BVEEXBRIEEHE - ZFERENATREEZERER : ()%
HEREERBER  RMRBMEBRDMEMAEEL TKIZE
MECHERL - EERA > AREHRERIA - L EREREOR
RERZ B M BHMRIFLERE

F RZE-—R"FE+ZA=+—H - K2QaE 5 Corporate
Residence Pte Ltd(—HHBFTEREBBER AT RANEE D RI#ES
90% K 10%#E # 2 A A)) BT IR 1T B & iz L Bl A $R 1732 442,100,000
#7038 7T (4911,300,00058 7T ) &R ©

BEHA
RBEHREER U TEECEATETRITR WS RBEBIE

RARERFEETRITRERE THRERERZBRE 2ER

2016 2015

—ZE—-REF —ZE-HEF

HK$’000 HK$’'000

FAET FAT

Investment properties wEYHE 461,439 774,684
Investment properties classified as held for sale DEEBIELEZIREME 28,818 -
Property, plant and equipment W - BRE R 11,664 11,975
Pledged bank deposits BEIRIRITFER 12,794 39,908
Financial assets at fair value through profit or loss AT EAAEBRE 2 REE - 8,177
514,715 834,744

In addition, the shares of certain subsidiaries are pledged as
securities to obtain certain banking facilities granted to the Group as
at 31 December 2015.
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Foreign Exchange Exposure

The revenues, expenses, assets and liabilities are denominated
substantially in Hong Kong dollars, U.S. dollars, Singapore dollars,
Renminbi and Japanese Yen of respective group entities. Due to
the currency peg of the Hong Kong dollars to the U.S. dollars, the
exchange rate between these two currencies has remained stable
and thus the Group currently does not implement any hedging or
other alternatives. Going forward, the Group may formulate a foreign
currency hedging policy to provide a reasonable margin of safety
for its exposure to Singapore dollars, Renminbi and Japanese Yen
through transactions, assets and liabilities should the need arise.

Human Resources

Remuneration packages are generally structured with reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based on
performance appraisals and other relevant factors. Apart from
salary payments, there are other staff benefits including mandatory
provident fund, medical insurance and performance-related bonuses.
The Company has received Good MPF Employer Award for 2015-
16 issued by Mandatory Provident Fund Authority in recognition of
its compliance with employer’s statutory obligations and provision
of better retirement protection for employees. Share options may
also be granted to eligible employees of the Group. Total staff costs,
including Directors’ emoluments during the year, amounted to
HK$22.1 million (Correspondence Period: HK$21.4 million).

As at 31 December 2016, the Group had 40 employees.

Outlook and Prospects

The Group will continue to be principally engaged in the business
of property development, property investment and management
and hotel operation, and look for investment opportunities which
strengthen profitability under the acceptable risk in Hong Kong, the
PRC and overseas markets.

Annual Report 2016
B AEEH

SHEmEE

BREBozWsm X BERBERAREEBERUET X
T ST - AR R AESIE - mRETEE T - MWmE
ZEREFRIRE - At - ASEBRE Y EETEME PR EBEL
B o HAERE - ANEE R BEHIE SMNE SR B 05 RN
Bt AREKABRZzZRS  EERBEREY ZMNERBRRERS
BRI o

AHER
FNEBE—RBERIIMBERRBEAEESTE - HFERIE M
CEFRERFTHLEMBBERRT - RFe/IN  AEESE
HthBTHEAN aEeEds  BERBRLRRIBEHOMTL - KARE
BEREIEATBEHEEERER S —AE — NEE[BFRETE ]
B UETFEBTREZEIEZEIRABREESREE EEKRRE - &
SR AGEREBRLERE -NAFE  BIKABRE(BE
E=F<) 522,100,000 7T (R H8 : 21,400,000/ 7T) °

RZZ—RF+-A=+—H AEBEEMHI0EEE -

V-IEV5Y34
AEBREETENEMERR MEREREEUBEE -
RREE - B RIEINT 53 RN AT X b 6 [E 7918 58 & ) AE
ZREKSE -

25



ZH International Holdings Limited

EEREERERAE

MANAGEMENT DISCUSSION
AND ANALYSIS

EEENmEDN

The PRC

The recent successful bids for land parcels complemented the
Group’s strategy in expanding its business operation in Henan
Province, the PRC. Thus, the Board will continue to bid for land
use rights of other selective land parcels in the PRC with focus on
Zhengzhou City, Henan Province and other first and second tier
cities in the PRC in the coming few years. Furthermore, the Company
will leverage on the PRC property development and investment
experience of its management team to seek development in suitable
projects with potential to deliver value to its Shareholders. In
addition to existing business partner, the Company will continue to
seek potential partners’ cooperation to explore capital resources,
reduce capital investment at an early stage and facilitate project
development. The management remains cautiously optimistic on
the long-term prospects of the real estate industry and will quicken
its property development and sales of its development projects in
the PRC through making use of its own advantages and leveraging
on the national network and business resources of Zensun. The
synergistic effect brought by Zensun will improve the position of the
Group in the real estate industry in PRC.

The USA

In the USA, the Group has 14.8% equity interest in a NYSE-listed
REIT, GMR and 99% equity interest in an USA OTC listed REIT,
AHR, both are operated and managed by IAM, the 85%-owned REIT
management arm of the Group, led by a specialised team of highly-
experienced professionals with deep knowledge in the USA real estate
market.

1. GMR

As mentioned above, the Group’s percentage holding in the
issued share capital of GMR was reduced to approximately
14.8% and the Group has continued providing management
services and receiving recurring management fees directly
to and from GMR pursuant to the revised management
agreement between GMR and IAM after the GMR Offering. It is
expected that future fund raising of GMR will further increase
its capital base which in return increases the management fee
income to be received from GMR.
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2. AHR

AHR was listed on the OTC in 2010. AHR is currently
99%-controlled by the Company and owns a portfolio of
single-family rentals primarily in Texas, Florida, Georgia
and North Carolina. With the Group’s strategy in seeking
for higher-than-average annualised yield, the Group revisits
the current properties portfolio of AHR and diversifies its
investment from single family housing to senior housing
communities in order to seize the potential opportunity for
the current strong demand on retirement communities and
elderly care industries in the USA. Subsequently in February
2017, the Group has entered into two agreements to
acquire two senior housing communities in USA, namely, the
Oxford Grand McKinney and the Glen Carr House for a total
consideration of US$27.6 million (approximately HK$213.7
million) in expanding AHR properties portfolio.

Other Operations

The Group remains cautious on Singapore property market and
does not expect to make a material investment in this market in the
foreseeable future. For the non-core Japan hotel business, while the
Group is seeking potential buyers to dispose the hotels or operation
to enable the Group to deploy its resources in the most efficient way,
it is actively seeking ways to enhance its overall profitability with a
view to enabling the operations to be self-sustainable.

Overall

The Company will make use of the Group’s financial, human and
technological resources to enhance its portfolio, asset base and
brand image.
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ZHANG JINGGUO
Chairman, Executive Director and Chief Executive Officer

Mr. Zhang Jingguo, aged 54, is the Chairman, Executive Director and
Chief Executive Officer of the Company. He was appointed to the
Board on 6 July 2015 following the change of controlling shareholder
on 29 June 2015.

Mr. Zhang has approximately 23 years of experience in the real
estate development industry in China. From July 1983 to April 1995,
Mr. Zhang held various positions at the then Light Industry Bureau
of Henan Province, the governmental authority in charge of the light
industry in Henan Province, and its associated collectively-owned
enterprises, including division chief, engineer and vice manager,
where he was responsible for administrative management. From
April 1995 to April 2001, he worked at Xingye Real Estate as general
manager, where he was responsible for its overall operations.
Mr. Zhang Jingguo and Ms. Huang Yanping cofounded a real
estate company which has become one of the top 100 property
development companies in China. Mr. Zhang has served as the
Chairman and chief executive officer of this top 100 real estate
company since 2001. Mr. Zhang is responsible for the overall
strategic planning and general management of our Group and is
instrumental to our growth and business expansion. Mr. Zhang is the
spouse of Ms. Huang Yanping.

Mr. Zhang received a bachelor’s degree in radio science from
Zhengzhou University in July 1983 and an Executive MBA degree
from Guanghua School of Management, Peking University in
July 2013. Mr. Zhang currently serves as senior consultant of
Henan Real Estate Chamber of Commerce, vice-president of
Industry & Commerce Association of Henan Province, graduate
tutor of Zhengzhou University and a member of Henan Provincial
Committee of Chinese People’s Political Consultative Conference.
Mr. Zhang was awarded “Outstanding Real Estate Developer of
Henan Province” by the Department of Housing and Urban-Rural
Development of Henan Province in 2011 and “Outstanding Real
Estate Developer of Zhengzhou” by the Housing Security and Real
Estate Administration Bureau of Zhengzhou in 2009, 2011 and
2012. In 2012, Mr. Zhang was named “Individual with Outstanding
Contribution to Market Economy of Henan Real Estate Industry”
by Henan Daily and the Private Economy Research Association
of Henan Province and “Philanthropist of Henan Province” by the
Industry & Commerce Association of Henan Province and the United
Front Work Department of the CPC Henan Province Committee. Mr.
Zhang received his senior engineer qualification from the People’s
Government of Henan Province in December 1996 and his first class
construction engineer qualification from the Ministry of Housing
and Urban-Rural Development in May 2012. Currently, Mr. Zhang
is a non-executive director of Bank of Zhengzhou Co., Ltd., a listed
company on the Main Board of the Stock Exchange (Stock Code:
6196).
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HUANG YANPING
Non-Executive Director

Ms. Huang Yanping, aged 55, is the Non-Executive Director of the
Company. She was appointed to the Board on 27 July 2015 following
the change of controlling shareholder on 29 June 2015.

Ms. Huang has over 15 years’ experiences in the property
development and investment industry in the PRC. Ms. Huang has
been involved in the development of not less than 36 property
development projects in Henan, Shandong and Hainan province in
China with a total gross floor area of not less than 14 million square
meters. She is one of the founders of a real estate company which
has become one of the top 100 property development companies in
China.

Ms. Huang is the spouse of Mr. Zhang Jingguo, an executive
Director.

ZHANG GUOQIANG
Executive Director

Mr. Zhang Guoqgiang, aged 54, is an Executive Director of the
Company. He was appointed to the Board on 27 July 2015 following
the change of controlling shareholder on 29 June 2015.

Between August 1983 to October 1997, Mr. Zhang worked as a
tutor at the Communication Command Academy of PLA, now known
as the National Defence Information Academy of PLA. Between
October 1997 to March 2003, Mr. Zhang served as the director
of the marketing department of Wuhan Research Institute of Post
& Telecommunications, also known as FiberHome Technologies
Group, a product and solution provider in the field of information
and telecommunications, where he was responsible for marketing.
Prior to joining our Group, Mr. Zhang worked as a general manager
at Nanjing North Road Technologies Co., Ltd., a coal analysis
equipment manufacturer, from May 2003 to November 2005, where
he was responsible for general management. Mr. Zhang joined the
real estate company co-founded by Mr. Zhang Jingguo and Ms.
Huang Yanping in 2006 and is responsible for the management of
marketing centre and tendering and procurement centre. Mr. Zhang
received a bachelor’s degree in radio science from Zhengzhou
University in July 1983. In 1988, Mr. Zhang received his lecturer
qualification from the National Defence Information Academy of PLA
and received his engineer qualification from Wuhan Research Institute
of Post of Telecommunications.
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ERIC JACKSON CHANG
Executive Director & Chief Financial Officer

Mr. Eric Jackson Chang, aged 36, is an Executive Director of the
Company. He was appointed to the Board on 27 July 2015 following
the change of controlling shareholder on 29 June 2015. On 23
September 2016, he was appointed as Chief Financial Officer of the
Group.

Mr. Chang worked at PricewaterhouseCoopers Ltd. (“PwC”) Hong
Kong from September 2002 to September 2013. Mr. Chang provided
audit and consulting services to a number of listed companies
during his tenure of office in PwC. In 2013, Mr. Chang joined the real
estate company co-founded by Mr. Zhang Jingguo and Ms. Huang
Yanping as chief financial officer. Mr. Chang received his bachelor of
commerce degree from University of British Columbia in May 2002.
Mr. Chang is a member of Hong Kong Institute of Certified Public
Accountants and American Institute of Certified Public Accountants.

Mr. Chang has resigned from his position as an executive Director,
the Chief Financial Officer, the joint Company Secretary and an
Authorised Representative of the Company under Rule 3.05 of the
Rules Governing the Listing of Securities on the Stock Exchange
(“Listing Rules”), with effect from 1 April 2017.

LIU QIAO
Independent Non-Executive Director

Dr. Liu Qiao, aged 47, was appointed as an independent Non-
Executive Director on 27 July 2015.

Dr. Liu is Professor of Finance and Dean at the Guanghua School of
Management. He is a leading authority in the area of finance in China,
and is recognized for his academic works in corporate finance,
financial markets, and the Chinese economy.

30

RHE

WOTEENEREVBRE

REEELE RE=ZTR BARTNTESE - TR _T—HF
NRAZ+THhBEERERRESR R _ZT-—HEFLtA-TLREES
BEAEFS  REANRZE-—RFAA-T=ZREZEAAEEZ
BRUBEE

BT _FNAREZZT—=FNALEBH  REEEBREE
BEMNESHMBEM([RBEFXE]) - RAEERBEFKET
HARZR EMARREEZRBEARYE -R_ZT—=F RE4E
ﬂﬂf\ﬁﬁiﬁﬂllf‘ii&Huang YanpingZ T A B MEERR - &

EFBEE - R -T2 -FHA RAERBEFET LT RS
BRI B o %Eﬁ%ﬁii%%/% NG REEGIMATZEE -
RAELCBEIARRARNITES - BRVBALE - BFEQFWE R

RFES EWRAN ERRA])FEI.05BTZAR 7&%&% B

201754 A1 HFAERL -

EILC
BYFFRITES

L BREMN+ L
VIFMITES -

—hAFEA-TEREZERE

BT AR EEEEReHBHELRE - HATELEEE
WiER  EARMOCERE  RTHSRTPELSENBINZ(EEAA
e



Dr. Liu is the winner of Outstanding Youth Award of the National
Science Foundation (2013), and was awarded “Li Yining Outstanding
Service Award”, the highest award in the Guanghua School
of Management in 2013. He is also the Ministry of Education
“Changdiang Scholar” Special Term Professor. Before he joined
Guanghua in late 2010, Dr. Liu taught in the Faculty of Business and
Economics, University of Hong Kong, and was tenured at University
of Hong Kong. Dr. Liu also worked at McKinsey & Company’s Asia-
Pacific Corporate Finance and Strategy Practice from 2001 to 2003,
where he advised various multinational corporations (MNCs) and
leading Asian companies on issues related to corporate finance and
strategies. Dr. Liu holds a Doctor of Philosophy Degree in Economics
from University of California at Los Angeles (UCLA) (2000), an Master
of Arts in International Finance from the Graduate School of People’s
Bank of China (1993), and a Bachelor of Science in Economics and
Mathematics from the Renmin University of China (1991).

Dr. Liu’s primary academic research interests are in corporate
finance, empirical asset pricing models, financial markets, and
Chinese economy. He has published dozens of articles at leading
academic journals including Journal of Financial Economics, Journal
of Financial and Quantitative Analysis, Journal of Accounting
Research, Management Science, Economic Journal, Journal of
Corporate Finance, Journal of Accounting, Auditing, and Finance,
Financial Analysts Journal, etc. He has co-edited a book on the Asian
debt capital markets — “Asia’s debt capital markets: prospects and
strategies for development” (Springer, 2006). His co-authored book
titled “Finance in Asia: Institutions, Markets, and Regulation,” (with
Paul Lejot and Douglas Arner) was released by Routledge in March
2013. Dr. Liu is the author of the Chinese bestseller “Big to Brilliant:
the Second Long March of Corporate China.” Besides academic
research, Dr. Liu also writes articles for leading business newspapers
and magazines. His articles and views appear in the The Economist,
Financial Times, CFO Magazine, 21st Century Business Herald,
Caijing Magazine, New Fortune, The Asian Wall Street Journal and
South China Morning Post.

Dr. Liu has extensive business experiences. Over the past ten
years, he has conducted numerous consulting projects for leading
Chinese firms and MNCs including PetroChina, Minsheng Bank,
Mercedes Benz (China), Shenzhen Stock Exchange, among many
others. Dr. Liu is the founder of Huaxinhui, a platform focusing on
advising China’s local governments on financing issues. He pioneers
the practice of compiling balance sheets of local governments,
and providing China’s local governments with market-based credit
ratings. He is a strong advocate of including local government credit
rating as one major key performance indicator to cope with China’s
fast growing local government debts.
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MA YUNTAO
Independent Non-Executive Director

Mr. Ma Yuntao, aged 37, was appointed as an independent Non-
Executive Director on 27 July 2015.

Mr. Ma has been serving at Jia Yuan Law Firm as a registered partner
from July 2010 up to now, and became the managing partner and
senior partner of China Overseas Financing Department (1 B85 51 gt
& #BF9) in early 2014. He served at Commerce & Finance Law Offices
from July 2002 to June 2010, engaging in securities business as to
PRC laws. He acquired qualifications as a practicing solicitor in 2006
and registered as a partner at Commerce & Finance Law Offices in
early 2010.

Mr. Ma ran projects including the IPO project of China Resources
Pharmaceutical Group Limited, a company listed in the Hong Kong
Stock Exchange (Stock Code: 3320) which is principally engaging
in the research and development, manufacturing, distribution and
retail of a broad range of pharmaceutical and healthcare products,
the privatization and delisting project of Hunan Nonferrous Metals
Company Limited, a company formerly listed in Hong Kong Stock
Exchange (Stock Code: 2626) which was principally engaged in
nonferrous metallic mineral resources mining business, IPO project
of Guorui Properties Limited, a company listed in Hong Kong Stock
Exchange (Stock Code: 2329) which is principally engaged in real
estate development, IPO project of Tianhe Chemicals Group Limited,
a company listed in Hong Kong Stock Exchange (Stock Code:
1619) which is principally engaged in fluorochemical and chemical
products production, IPO project of Poly Culture Group Corporation
Limited, a company listed in Hong Kong Stock Exchange (Stock
Code: 3636) which is principally engaged in culture industry involving
theatre management, artwork auction and investment, IPO project
of Kerry Logistics Network Limited, a company listed in Hong Kong
Stock Exchange (Stock Code: 0636) which is principally engaged
in logistics, IPO project of eprint Group Limited, a company listed
in Hong Kong Stock Exchange (Stock Code: 1884) which is
principally engaged in internet printing, spin-off listing in respect of
Tonly Electronics Holdings Limited, a company listed in Hong Kong
Stock Exchange (Stock Code: 1249) which is principally engaged in
production of electronics products of TCL Multimedia Technology
Holdings Limited, a company listed in Hong Kong Stock Exchange
(Stock Code: 1070) which is principally engaged in production
of electronics products, very substantial acquisition project of
China Taiping Insurance Holdings Company Limited, a company
listed in Hong Kong Stock Exchange (Stock Code: 0966) which is
principally engaged in insurance, and IPO project of China Aluminum
International Engineering Corporation Limited, a company listed in
Hong Kong Stock Exchange (Stock Code: 2068) which is principally
engaged in nonferrous engineering design and construction.
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LIU DA
Independent Non-Executive Director

Mr. Liu Da, aged 41, was appointed as an independent Non-
Executive Director on 27 July 2015.

Mr. Liu graduated from the University of International Business and
Economics with a major in international business administration
and obtained a bachelor’s degree in economics. Mr. Liu is also a
Certified Public Accountant (CPA) in China. Mr. Liu served as an audit
manager and a senior audit manager of PricewaterhouseCoopers
(“PwC”) Guangzhou Office from 1998 to 2009 and Chicago Office
from 2005 to 2007. Mr. Liu provided audit and consulting services
to a number of global top 500 enterprises and overseas listed
Chinese companies during his tenure of office in PwC. Mr. Liu was
appointed as an executive director and the chief financial officer of
the Landsea Green Properties Co., Ltd., a listed company on the
Main Board of the Stock Exchange (Stock Code: 106) from 31 July
2013 to 5 January 2015 and was appointed as an independent non-
executive director of Long Ji Tai He Holding Limited a listed company
on the Main Board of the Stock Exchange (Stock Code: 1281) from
26 February 2015 to 16 October 2015. Currently, Mr. Liu is the
managing partner of Key Wealth Capital Company Limited, providing
financing and overseas mergers and acquisition services to Chinese
enterprises.
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Mr. Yuen Ping Man, aged 53, is the joint Company Secretary and
the Chief Operating Officer (Hong Kong) responsible for the Group’s
corporate secretarial functions and business operations.

Mr. Yuen has over 20 years of managerial experience in corporate
secretarial, business development, human resources and general
administration. Mr. Yuen was previously the Chief Operating Officer
of Xpress Finance Limited (“Xpress Finance”), a non-wholly owned
subsidiary of the Company responsible for compliance, human
resource, operations, sales and marketing, customer service and
general administration of Xpress Finance. Prior to joining Xpress
Finance in June 1997, Mr. Yuen worked in two listed groups and a
financial institution.

Mr. Yuen is a fellow member of the Institute of Chartered Secretaries
and Administrators (U.K.) and of the Hong Kong Institute of
Chartered Secretaries, a senior member of The Hong Kong Institute
of Marketing, a professional member of the Hong Kong Institute
of Human Resource Management, a member of the Hong Kong
Securities and Investment Institute, the Chartered Institute of
Marketing (U.K.), the Hong Kong Institute of Purchasing & Supply
and Society of Registered Financial Planners.

Mr. Yuen holds a Master’s Degree in Business Administration and is
also a certified risk planner.

Mr. Chan Chi Keung, aged 31, joined the Company in June 2016
as deputy Chief Financial Officer and is responsible for accounting
and financial management. Mr. Chan has over 8 years of experience
in accounting, auditing, financial management and corporate
governance matters. Prior to joining the Company, Mr. Chan worked
at a reputable international accounting firm and a listed conglomerate
in Hong Kong, mainly responsible for auditing and accounting
affairs. Mr. Chan is a member of the Hong Kong Institute of Certified
Public Accountants. Mr. Chan graduated from The City University of
Hong Kong in 2008 with a bachelor’s degree in business, major in
accountancy.

Mr. Chan will appoint as Joint Company Secretary, Chief Financial

Officer and an Authorised Representative of the Company under Rule
3.05 of the Listing Rule with effect from 1 April 2017.

34

BREEE REL =5 AAKEZEEATDNMEREREE
BE(ER) BEAREZRAPWEEHREBEE -

REEBEE - TF2RARWE  EBER  ANERR—RITHE
B2 ERER - REELENRARREZENBRRIERTBER
RE([ERFE ) ze B0 AEERAVBZER  ANBR
BB TMHBRHEE  FPRBEE-KRITHRER - R—AAEFRA
DOAREBEA AT - REEN MR LSRN —HY B HREER -

BREEREBFFWERTRAERE  BEERHAMNERGZER
B8 AATKBEELSRER BEANEBERERESGZEXS
B AAESFAKRERS XRERHTHKES  HEVMERBREH
HEeLEMMBREMmees -

RS HEER T B IR T B RN AR A R B R SR EIAD o

RBRSEE - 315 - 0T AFSAMARRA AR EREN B
B ABREHRABER  BAEREH - Bit UBERROE
EAERHTRANSTER  MAAARN - BELBR—RAME
B G MEHIAR—FAEE LTOGA D RER - HEFRE
REH T - BELATSRIDAREA - Witk RENEEY
AR BR-FE\TRALEERELBUTERHES -

BREEGEZFEWN —F—HFMA— BERRARBHFE R FW
£ BEMBEEN ETRAIES.0518 N2 AR RRERRE



Ms. Leung Ka Ying, aged 30, joined the Company in April 2016 as
Financial Controller and is responsible for overseeing the Group’s
financial reporting and financial management functions. Ms. Leung
obtained her bachelor’s degree in Business Administration in
Professional Accountancy from the Chinese University of Hong Kong
in 2008. She is a member of the Hong Kong Institute of Certified
Public Accountants with over 7 years of experience in accounting,
auditing and financial management. Prior to joining the Company, Ms.
Leung worked as a manager in PricewaterhouseCoopers and finance
manager of a Hong Kong listed group.

United States Management

Mr. Jeffrey Busch, aged 59, is the Chief Executive Officer of the
Group’s 85%-owned U.S. subsidiary, IA Group, and oversees all of
IA Group’s REIT management and real estate activities in the U.S..

Mr. Busch has more than two decades of real estate experience as
a developer, manager and investor, and has held senior positions
representing the U.S. government — he was appointed by two U.S.
Presidents to serve in senior administration capacities, including
Assistant Secretary of the U.S. Housing and Urban Development
(“HUD”) agency, and as U.S. Ambassador to the United Nations in
Geneva, Switzerland. At HUD, Mr. Busch oversaw an annual budget
of over US$3 billion used to develop housing and commercial real
estate.

As a principal investor, Mr. Busch has developed properties valued
at hundreds of millions of U.S. dollars in various real estate asset
classes, including large-scale residential, commercial, hospitality, and
retail projects.

Mr. Busch is a graduate of the New York University Stern School
of Business, holds a Master of Public Administration from New
York University, and also a Doctor of Jurist Prudence from Emory
University.

Mr. David Young, aged 69, is an Executive Vice President of 1AM,
which manages two REITs, AHR and GMR. Mr. Young is also the
Chief Executive Officer of GMR, a company listed on the NYSE. He
spearheads GMR’s business strategies and manages its healthcare-
related asset portfolio.

Mr. Young has over 25 years of experience in the healthcare real
estate industry. He was the founder and CEO of Global Medical
Realty trust, a medical facility developer and owner focused on
sponsored development and equity lease financing of market-leading
healthcare real estate. Mr. Young was also Senior Vice President
of Business Development for General Electric Capital from 2004 to
2008, spearheading the co-launch and growth of GE’s first acute
medical real estate financing initiative.
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Mr. Young has an excellent track record in developing successful
NYSE-listed healthcare REITs including Windrose Medical Properties,
the core assets of which Mr. Young grew from start-up to over
US$500 million. He also grew the portfolio of Healthcare Property
Investors Inc. from US$300 million to over US$3.5 billion, delivering
an internal rate of return of 23% per annum over his ten year tenure.

Mr. Young graduated from the University of lowa with a Bachelor
of Science in Microbiology, and holds a Masters in Business
Administration from Suffolk University’s Sawyer School of
Management.

Mr. Don McClure, aged 49, is the Chief Financial Officer of IA
Group, and is responsible for IA Group’s financial planning and risk-
management in the United States.

Mr. McClure is a real estate business professional, leader, trainer,
advisor and entrepreneur. His work experience covers many
functional areas of finance and accounting, including policy and
procedure development, compliance, internal controls, and
acquisition due diligence. His core real estate business experience
covers residential, office, retail, medical office and industrial asset
classes, as well as ground-up development projects. Mr. McClure is
also well-versed in housing and urban development, tax credit, bond
deals, condominium and home owner’s association issues, and has
extensive experience in operational business development creating
policy and procedures specific to REIT compliance to prevent fraud
and material errors.

Prior to his appointment in IA Group, Mr. McClure served as the
Accounting Manager of Washington Real Estate Investment Trust
(NYSE/WRE), the oldest REIT in the country, with an established
track record of consecutive dividend distributions. He also served
as the Chief Financial Officer/Controller of Quantum Real Estate
Management, an organization of over 140 employees. Mr. McClure
brings experience working with the “Big Four” accounting firms, along
with many local firms, having been engaged in over 300 client-side
quarterly, interim and year-end audits.

Mr. McClure holds a Bachelor of Science in Finance from North
Carolina A&T State University, and a Masters of Business
Administration from Keller School of Management.

Mr. Alfonzo Leon, aged 41, is the Chief Investment Officer of

IA Group and is responsible for investment strategy, acquisition
execution, deal sourcing and investor relations.
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Mr. Leon is a real estate finance executive with 15 years of acquisition
and capital markets experience with approximately 100 completed
transactions on behalf of institutional investors valued at US$3
billion. Prior to joining GMR, Mr. Leon was a Senior Vice President
with Cain Brothers & Company, a boutique health care investment
banking firm based out of New York and San Francisco, within their
real estate M&A and capital markets group. Mr. Leon joined Cain
Brothers in 2005 and worked with leading clients across the health
care spectrum including several health systems, multi-specialty
physician groups, senior housing operators, non-traded and NYSE-
listed REITs, health care developers, and private equity funds. Prior
to Cain Brothers, Mr. Leon was an Associate with LaSalle Investment
Management, an international investment advisor firm, within their
North American acquisition group. Mr. Leon joined LaSalle in 2000
and acquired US$800 million in multi-family, office, medical office,
and industrial property on behalf of institutional investors that include
the nation’s largest pension funds and college endowments and a
number of sovereign wealth funds. LaSalle Investment Management
is a subsidiary of global consultancy firm Jones Lang LaSalle (NYSE:
JLL).

Mr. Leon’s experience includes managing commercial real estate
transactions ranging from US$5 million to US$500 million, raising
capital for developers for projects valued over US$100 million,
structuring joint ventures between developers and investors,
completing large US$100 million portfolio investment sales to health
care REITs, structuring sale-leasebacks for physician groups,
acquisitions and dispositions for separate and commingled funds,
corporate real estate M&A, structuring credit tenant lease financing
for investment grade health systems, and strategic real estate
advisory for health systems. Mr. Leon’s property type expertise within
the health care sector includes medical office, outpatient facilities,
surgical facilities, post-acute facilities, senior housing, and hospitals.

Mr. Leon received his Master’s degree in real estate finance from The
Massachusetts Institutes of Technology and his B.S. in Architecture
from The University of Virginia.

Mr. Conn Flanigan, aged 49, is the In-house Counsel of IA Group.
He first joined the Group in 2000, serving as General Counsel and
Secretary with several of its U.S. subsidiaries.

Mr. Flanigan provides advisory services on all corporate and
securities matters, including corporate finance and structure, debt
and equity offerings, and securities compliance. He also negotiates,
drafts, and oversees the companies’ transactions.

Prior to his appointment in the Group, Mr. Flanigan held senior
positions and provided legal advice in corporate finance, corporate
acquisitions, securities law, contracts, intellectual property and
employment law to numerous companies in the U.S. such as
MediaOne Group, Inc., US WEST, Inc., and Tele-Communications,
Inc.

Mr. Flanigan received a B.A. in International Relations from the
University of San Diego in 1990 and a Juris Doctor Degree from the
University of Denver Sturm College of Law in 1996.
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The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
of the Group for the year ended 31 December 2016 (the “year™).

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
activities of its principal subsidiaries are set out in Note 41 to
the consolidated financial statements.

An analysis of the Group’s revenue and results by principal
operating segments for the year is set out in the Note 5 to the
consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year are set out in the consolidated
statement of profit or loss and other comprehensive income on
page 77.

The Directors do not recommend the payment of a dividend in
respect of the year.

BUSINESS REVIEW

The Company was founded in 1965, with business focus on
property development, property investment and management,
hotel operations and securities trading and investment in Hong
Kong, the PRC and overseas. Particulars of major properties
are set out on pages 187 to 188.

A detailed business review for the year, including further
discussions of the principal risks and uncertainties facing the
Group, important events occurred since the end of the financial
year, likely future development of the Group’s business and
financial performance review with financial key performance
indicators, are set out in “Chairman’s message” on pages 4
to 8, “Management discussion and analysis” on pages 19
to 27, “Financial summary” on page 186, Notes 4 and 32
to the consolidated financial statements, respectively. These
discussions form part of this Report of the Directors.

The Company will issue separately an Environmental, Social
and Governance Report under Environmental, Social and
Governance Reporting Guide as specified in Appendix 27 of
the Listing Rules.
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Key stakebolder relationships

To build a solid foundation for the Group’s sustainable
development, the Group recognise its employees, customers
and business partners being the key stakeholders and maintain
a continuous dialogue with them. The Group is dedicated to
establish a close and supporting relationship with its employees,
provide quality products and services to customers and
strengthen all kinds of cooperation with its business partners.

The Company provides a healthy and safe workplace, career
development opportunities and competitive remuneration and
benefits to employees on their qualifications in accordance with
industry practise in the geographical locations in which they are
located. To treasure its loyal and industrious staff members and
improve their performance at their positions, different forms
of rewards and compensation including salaries, provident
fund, bonus, insurance coverage, or share options, etc will be
considered and reviewed on annual basis based on performance
appraisals for eligible employees.

Maintaining close relationship with its customers as well
as tenants are paramount to the long-term success for the
Group. Interacting channels with customers and tenants are
established to identify and respond to the dynamic market
needs proactively, improve the quality of products and services
to adhere to customers’ needs and preference timely. In a long
run, it fosters customer to enhance brand recognition on the
Group with a trust-worthy basis.

The Group is also committed to develop fair and co-operating
business partnership with suppliers and contractors to
ensure stability of the Group’s operation. Through a series
of standardised procurement process including the tendering
procedures, cost and quality of the procurement supply of
the Group are able to be monitored, assessed and evaluated
reasonably. The Group continuously upholds an effective
communication with suppliers to deliver quality products and
services to customers for the long-term sustainability.
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Compliance with laws and regulations

As far as the Company is aware of, the Group has complied
with applicable laws and regulations promulgated by the
relevant regulatory bodies which are significant to the
operations of the Group.

Environmental policy

The Group is committed to the long-term sustainability of
businesses and communities with which it engages. We pursue
this business approach by managing our business prudently and
executing management decisions with due care and attention
to balance the sustainable business growth and environmental
protection.

The Group endeavors to make improvements by promoting
environmental friendly policies in the Group’s operations
and increasing the employee’s awareness over environmental
protection. By means of advocating eco-friendly and reusable
materials, paper-recycling and energy saving measures on office
equipment and appliances, it helps enhance efficient use of
resources, energy efficiency and reduction of waste.

The Group is committed acting in an environmentally
responsible manner to review its environmental protection
policies and activities from time to time for implementation of
any further measures and practices on environmental protection
in the business operation.

MAJOR PROPERTIES

Particulars of the major properties of the Group at 31
December 2016 are set out on pages 187 to 188.

SHARES ISSUED DURING THE YEAR

Particulars of shares issued by the Company during the year are
set out in Note 27 to the consolidated financial statements.
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On 12 May 2016, the Company entered into conditional
subscription agreements with eight subscribers who are third
parties independent of the Company and its connected persons
(as defined in the Listing Rules) in relation to the subscription
of an aggregate of 795,400,000 new ordinary shares in the
Company in cash at the subscription price of HK$0.20 per
subscription share (the “Subscription”). Completion of the
Subscription took place on 30 May 2016 and 795,400,000
Subscription Shares were allotted to the Subscribers under
general mandate. The net proceeds from the Subscription were
approximately HK$159 million, which is intended to be used
for the general working capital and repayment of liabilities of
the Group and as funds for future development of the Company
when the investment opportunities arise.

RESERVES

Movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on page 81.

Distributable reserves of the Company at 31 December
2016 amounted to approximately HK$291.7 million (2015:
HK$190.4 million).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of
association of the Company or the laws of Hong Kong, which
would oblige the Company to offer new shares to existing
Shareholders on a pro-rata basis.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out on page 186.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company had not redeemed any of its listed securities
during the year. Neither the Company nor any of its
subsidiaries had purchased or sold any of the Company’s listed
securities during the year.
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DIRECTORS
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Directors of the Company

The Directors during the year and present Directors up
to the date of this Report of the Directors are:

Executive Directors:

Zhang Jingguo (Chairman and Chief Executive
Officer)

Zhang Guogqiang

Eric Jackson Chang  (will resign on 1 April 2017)

Non-executive Director:

Huang Yanping

Independent non-executive Directors:
Liu Da

Liu Qiao

Ma Yuntao

In accordance with Articles 78 and 79 of the Company’s
Articles of Association and pursuant to code provision
A.4.2 of Appendix 14 of the Listing Rules, Ms. Huang
Yanping and Mr. Ma Yuntao will retire by rotation at
the forthcoming annual general meeting of the Company
to be held on 23 June 2017 (the “2017 AGM”) and,
being eligible, will offer themselves for re-election.
Details of the Directors to be re-elected at the 2017
AGM are set out in the circular to the Shareholders sent
together with this annual report.

The Company has received from each of the independent
non-executive Directors an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules
and the Company considers that all of the independent
non-executive Directors are independent.

No Director being proposed for re-election at the 2017
AGM has a service contract with the Company or any
of its subsidiaries which are not determinable within
one year without payment of compensation, other than
normal statutory obligations.

The biographical details of the Directors and senior
management of the Group are set out on pages 28 to 37.
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(b)  Directors of the Company’s subsidiaries

The directors of the Company’s subsidiaries during the
year and until the date of this report of the Directors are:

Conn Flanigan
David A. Young
Eric Jackson Chang
Huang Yanping
Jeffrey Busch
Justin Lim Sheng
Hwei
Qin Yufei
Tan Shu Mei
Zhang Huiqi
Zhang Jingguo

(will resign on 1 April 2017)

(resigned effective on 15 December
2016)

(appointed on 15 December 2016)

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in Note 10A to the consolidated financial
statements, no transactions, arrangements and contracts
of significance in relation to the Group’s business to which
the Company, its holding company, fellow subsidiaries or
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

DIRECTORS EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

Details of the remuneration of the Directors, together with
those of the five highest paid individuals of the Group for
the year are set out in Note 10 to the consolidated financial
statements.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SECURITIES

As at 31 December 2016, the interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were notified
to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such
provisions of the SFO), or any interest or short positions which
were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or any interests and
short positions which have to be notified to the Company and
the Stock Exchange, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) as set out in Appendix 10 of the Listing Rules, were as
follows:

Long positions

(a)  Ordinary Shares of the Company

Name of Director

EEMR EEERESD

Spousal Interest (Note 2)

FiBrEm (fat2)

Mr. Zhang Jingguo
SRAR R 5 A4

Ms. Huang Yanping
Huang Yanping# & EHEE R (ML)

Notes:

(1) These Shares are owned by Joy Town Inc, which is wholly
and beneficially owned by Ms. Huang Yanping.

(2) Mr. Zhang Jingguo (chairman, chief executive officer
and executive Director of the Company) is the spouse
of Ms. Huang Yanping, he is deemed to be interested in
3,579,612,209 Shares.
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Capacity in which interests are held

Interest of controlled corporation (Note 1)
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Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries, its fellow subsidiaries, its
parent company or its other associated corporations a party to
any arrangements to enable the Directors and chief executive of
the Company or any of their spouses or children under 18 years
of age to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate.

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.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, revenue attributable to the largest customer
of the Group amounted to approximately 13.7% of the total
revenue in the year and the five largest customers of the Group
accounted for 41.6% of the Group’s total revenue in the year.

During the year, purchases attributable to the largest supplier
of the Group amounted to approximately 45.4% of the total
purchases in the year and the five largest suppliers of the Group
accounted for 84.3% of the Group’s purchases in the year.

Mr. Zhang Jingguo, being the executive Director, has beneficial
interest in one of the five largest suppliers disclosed above
during the year. The transactions have been detailed under the
below section headed “Continuing Connected Transactions”.

Save as disclosed above, none of the Directors, their associates
or any Shareholder (which to the knowledge of the Directors
own more than 5.0% of the issued share capital of the
Company) had an interest in these major customers or
suppliers.

RELATED PARTY TRANSACTIONS

During the year, certain Directors and companies controlled
by certain Directors entered into transactions with the Group
which are disclosed in Note 39 to the consolidated financial
statements. Save as disclosed in the below section headed
“Continuing Connected Transactions”, the Board confirmed
that none of these related party transactions constitutes a
discloseable connected transaction as defined under chapter
14A of the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS

Pursuant to Chapter 14A of the Listing Rules, the following
transactions are continuing connected transactions which are
subject to the requirements under Chapter 14A of the Listing
Rules.

Pursuant to the master services agreement (“Master Services
Agreement”) entered into between the Company and Henan
Zensun Corporate Development Company Limited (“Zensun
Development™), on 22 December 2015, Zensun Development
has agreed, or procure members among Zensun Development,
its subsidiaries and/or any of its subsidiaries taken together
are directly or interested so as to exercise or control 30%
or more voting power (the “Zensun Development Group™)
to provide construction and related ancillary services to the
Group according to the definitive agreement (“Definitive
Agreement”) signed between Zensun Development Group and
the Group from time to time. The Master Services Agreement
is effective for three years commencing from 1 January 2016
to 31 December 2018. The annual cap for the transactions
contemplated under the Master Services Agreement for each
of the financial years ending 31 December 2016, 2017 and
2018 are RMB92 million, RMB36 million and RMB15 million
respectively.

As Zensun Development is beneficially wholly-owned by Mr.
Zhang and Mr. Zhang is an executive Director and the spouse
of Ms. Huang, the non-executive Director and a controlling
shareholder of the Company interested in approximately
57.95% of the issued share capital of the Company through Joy
Town Inc., the immediate and ultimate holding company of the
Company. Zensun Development is therefore a connected person
of the Company under Chapter 14A of the Listing Rules.
Accordingly, the transactions constitute continuing connected
transactions of the Company under the Listing Rules.

For the year ended 31 December 2016, the annual cap for
the continuing connected transactions between the Group
and Zensun Development Group under the Master Services
Agreement was RMB92 million and the actual transacted
amount was approximately RMB91.3 million.
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The aforesaid continuing connected transactions have been
reviewed by independent non-executive directors of the
Company. The independent non-executive directors confirmed
that the aforesaid continuing connected transactions of the
Group for the year ended 31 December 2016 have been entered
into

(i) in the ordinary and usual course of business of the
Group;

(i)  on normal commercial terms; and

(iii)  in accordance with the relevant agreements governing
them and on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a
whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company
has engaged the auditor of the Company to conduct certain
procedures in respect of the continuing connected transactions
of the Group in accordance with the Hong Kong Standard
on Assurance Engagement 3000 (Revised) “Assurance
Engagement Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has
also issued an unqualified letter containing the findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group in accordance with Rule 14A.56 of the
Listing Rules. A copy of the auditor’s letter has been provided
by the Company to the Hong Kong Stock Exchange.

In accordance with Hong Kong Standard on Assurance
Engagement 3000 (Revised) “Assurance Engagement Other
than Audits or Reviews of Historical Financial Information”,
the auditor has also reported to the Board that for the year
ended 31 December 2016, nothing has come to their attention
that the continuing connected transactions, which were
governed by the Master Services Agreement, (i) have not
received the approval of the Board; (ii) have not been entered
into, in all material respects, in accordance with the relevant
agreement governing such transactions; and (iii) have exceeded
the relevant cap amount for the financial year ended 31
December 2016 as set out in the announcement 22 December
2016 published by the Company in respect of the continuing
connected transactions.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2016, according to the register of interest
in Shares and underlying Shares and short positions kept
by the Company pursuant to Section 336 of Part XV of the
SFO and so far as is known to or can be ascertained after
reasonable enquiries by the Directors, the persons (other than
the Directors or chief executive of the Company) who were
directly or indirectly interested in 5% or more in the Shares and
underlying Shares of the Company are as follows:

FERR

RIB-RFE+ZA=+—H  REBEAQFERES KRR
EXVEFE336IEFE 2B RBRR O AR B ARk
BERBAMMASNMEL S IBEMIRMHTE - BERAHEREAR
NERAD KBRS % A LR 2 AL (ERRARTEETT
BABRRINGAT

Name Nature of interest Number of Shares %

=L ERtE REE %

Joy Town Inc. Beneficial owner (Note 1) 3,579,612,209 57.95
BEmEa A1)

Chan Heng Fai Beneficial owner (Note 2) 322,580,166 5.22

PRI 12 BEmEa AMi2)

Chan Yoke Keow Beneficial owner (Note 2) 322,580,166 5.22

BREIE BEmEa Ai2)

Note: it -

1. Ms. Huang Yanping is the sole Director and shareholder of Joy 1. Huang Yanping#Z & £ Joy Town Inc.Z M — & 5 R R R o

Town Inc.
2. These Shares are owned by Mr. Chan Heng Fai and Ms. Chan Yoke 2. ZEROBREBEERREELTER - REBLESREG LT

Keow. Mr. Chan Heng Fai is the spouse of Ms. Chan Yoke Keow,
they are deemed interest in the Shares held by each other.

Save as disclosed above, as at 31 December 2016, no person
other than the Directors whose interests are set out in the above
section headed “Directors’ and chief executive’s interests and
short positions in securities”, had registered an interest of 5%
or more in the issued share capital of the Company, and short
positions in the Shares and underlying Shares that was required
to be recorded in the register of interest pursuant to Section 336
of Part XV of the SFO.

DIRECTORS’ INTEREST IN A COMPETING BUSINESS

As at 31 December 2016, none of the Directors was interested
in any business, which competed or was likely to compete,
either directly or indirectly, with the Group’s businesses
except that Mr. Zhang Jingguo and Ms. Huang Yanping are
individually and collectively deemed interested in Zensun
Development Group and Henan Zensun Real Estate Co., Ltd.
and/or its subsidiaries associated companies (“Zensun Group”)
which are engaged in construction, property development and
related business in the PRC.
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As the Board is independent of the boards of Zensun
Development Group and Zensun Group, the Company
has therefore been capable of carrying on its businesses
independently of, and at arm’s length from, the above
businesses.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes for the employees of
the Group are set out in Note 38 to the consolidated financial
statements.

CORPORATE GOVERNANCE

Detailed information on the Company’s corporate governance
practices is set out in the Corporate Governance Report on
pages 51 to 67.

PUBLIC FLOAT

As at the latest practicable date of prior to the issue of this
annual report, the Company has maintained a sufficient
public float as required under the Listing Rules, based on the
information that is publicly available to the Company and
within the knowledge of the Directors.

PERMITTED INDEMNITY

The Company’s Articles of Association provides that Director
shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities incurred or sustained
by him as a Director. The Company has arranged appropriate
Directors’ and officers’ liability insurance coverage for the
Directors and officers of the Group throughout the year.

IMPORTANT EVENTS SINCE THE YEAR END

Details of the important events since the year end are set out in
Note 43 to the consolidated financial statements.

ANNUAL GENERAL MEETING

The 2017 AGM will be held on 23 June 2017 and the notice of
the 2017 AGM will be published and despatched in the manner
as required by the Listing Rules and the Articles of Association
of the Company in due course.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining Shareholders who are entitled
to attend and vote at the 2017 AGM, the register of members
of the Company will be closed from Tuesday, 20 June 2017 to
Friday, 23 June 2017, both days inclusive, during which period
no transfer of Shares will be registered. In order to qualify for
attending and voting at the 2017 AGM, unregistered holders of
Shares should ensure that all transfers of Shares accompanied
by the relevant Share certificates and appropriate transfer
forms must be lodged with the office of the Company’s Share
Registrar, Tricor Friendly Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Monday, 19 June 2017.

AUDITOR

The consolidated financial statements have been audited by
Deloitte Touche Tohmatsu, who retire and, being eligible, offer
themselves for re-appointment at the 2017 AGM.

On behalf of the Board

ZHANG JINGGUO

Chairman, Executive Director

and Chief Executive Officer

29 March 2017
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The Company is committed to maintain a high standard of
corporate governance, formulate good corporate governance
practice to improve accountability and transparency in
operations, and strengthen the risk management and internal
control systems of the Group from time to time so as to cope
with the expectations of the Shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all
code provisions (“Code Provisions”) and, where applicable,
the recommended best practices of the Corporate Governance
Code (“CG Code”) as set out in Appendix 14 to the Listing
Rules throughout the year, save and except for the deviations
from Code Provisions A.1.1, A.2.1 and C.2.5 of the CG Code.

Pursuant to Code Provision A.1.1 of the CG Code, Board
meetings should be held at least four times a year at
approximately quarterly internals. Although only two
regular Board meetings were held during the year, the Board
considered that sufficient meetings had been held as business
operations were under the management and the supervision of
the executive Directors. In addition, senior management of the
Group provided to the Directors the information in respect of
the Group’s business development and activities from time to
time and, when required, ad hoc Board meetings will be held;

Pursuant to Code Provision A.2.1 of the CG Code, the roles
of chairman and chief executive of the Company should be
segregated. The Company is of the view that it is in the best
interest of the Company that Mr. Zhang Jingguo, with his
profound expertise in the property business, shall continue in
his dual capacity as chairman and chief executive officer; and

Pursuant to Code Provision C.2.5 of the CG Code, the
Group should have an internal audit function. The Company
conducted an annual review on the need for setting up an
internal audit department. Given the Group’s simple operating
structure, it was decided that the Board would be directly
responsible and review on the adequacy and effectiveness of the
risk management and internal control systems of the Group.
During the year, the Board, assisted with the Audit Committee,
had conducted an annual review on the risk management and
internal control systems of the Group, including the analysis
and appraisal of its adequacy and effectiveness.
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CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct for
securities transactions by the directors. The Company has made
specific enquiries with all Directors and each of them confirmed
that they have compiled with the required standards set out in
the Model Code during the year.

The Company has adopted a code of conduct regarding
securities transactions by the relevant employees of the Group
who are considered likely to be in possession of unpublished
price sensitive information of the Group on no less exacting
terms than the Model Code in relation to their dealings in
the securities of the Company pursuant to Code Provision
A.6.4 of the CG Code. To the best knowledge and belief of
the Directors, all relevant employees have complied with the
required standard of such code.

BOARD OF DIRECTORS

Overall Accountability

The Board is accountable to the Shareholders and in discharging
its corporate accountability, every Director is required to
pursue excellence in the interests of the Shareholders and fulfill
his fiduciary duties by applying the required level of skills, care
and diligence to a standard in accordance with the statutory
requirements.

Board Responsibilities and Delegation

The Board is responsible for formulating group policies
and strategic business directions, and monitoring business
performances through implementation of adequate risk
management and internal control systems. The executive
Directors are delegated with the authorities and responsibilities
for the day-to-day management of the Group, operational and
business decisions within the control and delegation framework
of the Group. The non-executive Directors (including
independent non-executive Directors) contribute valuable
views, professional opinions and proposals for the Board’s
deliberation and decisions.

The duties of the Board in respect of the corporate governance
functions include:

(i) developing and reviewing the Company’s policies and
practices on corporate governance;
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(i)  reviewing and monitoring the training and continuous
professional development of Directors and senior
management;

(iii) reviewing and monitoring the Company’s policies
and practices on compliance with legal and regulatory
requirements;

(iv) developing, reviewing and monitoring the code of
conduct and compliance manual (if any) applicable to
employees and Directors; and

(v)  reviewing the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report.

The Board has delegated some of its functions to the board
committees, details of which are set out below.

The Board reserves for its decisions all major matters of the
Company, including appointment of new Directors, approval
of financial statements, dividend policy, significant accounting
policies, material contracts, significant appointments such as
company secretary and external auditors, terms of reference
of board committees, major corporate policies such as code
of conduct, and other significant financial and operational
matters.

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

Liability Insurance for the Directors

The Company has arranged for appropriate liability insurance
to indemnify its Directors against liabilities arising out of
legal action on corporate activities. Such insurance coverage is
reviewed on an annual basis.

Composition of the Board

As at 31 December 2016, the Board comprised seven Directors
including three executive Directors, one non-executive Director
(“NED”) and three independent non-executive Directors
(“INEDs”). The biographical details of the Directors and the
senior management of the Group are set out on pages 28 to 37.
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Mr. Zhang Jingguo is the Chairman of the Board and Chief
Executive Officer of the Company. He is primarily responsible
for leadership and effective functioning of the Board, ensuring
key issues are promptly addressed by the Board, as well as
providing strategic direction of the Group, take primary
responsibility for ensuring good corporate governance practices
with necessary procedures established and also together with
other executive Directors are responsible for the Group’s daily
operations and the effective implementation of corporate
strategy and policies.

Executive Directors

As at 31 December 2016, there were three executive Directors
including Mr. Zhang Jingguo, Mr. Zhang Guogiang and Mr.
Eric Jackson Chang. Mr. Zhang Jingguo is the spouse of Ms.
Huang Yanping.

Non-executive Director
As at 31 December 2016 there was one NED, Ms. Huang
Yanping. Ms. Huang Yanping is the spouse of Mr. Zhang

Jingguo.

Independent Non-executive Directors and their Independence
As at 31 December 2016, there were three INEDs including Dr.
Liu Qiao, Mr. Liu Da and Mr. Ma Yuntao.

The Company has appointed a sufficient number of INEDs in
accordance with Rules 3.10(1) and 3.10A of the Listing Rules.
With Dr. Liu Qiao and Mr. Liu Da’s working experience
and their academic background in finance and accounting,
the Company considers that they are qualified persons with
appropriate professional knowledge in accounting and finance
as required by Rule 3.10(2) of the Listing Rules.

The Company has already received annual confirmation
letters of independence from all the INEDs and each of them
have declared fulfillment of all the guidelines for assessing
independence in accordance with Rule 3.13 of the Listing
Rules. Accordingly, the Board considers that all INEDs are
independent as defined in the Listing Rules.

All the Directors, including the NED and INEDs, have entered
into service agreements with the Company under which all
Directors must retire by rotation at least once every three years,
and no Director shall hold office for a continuous period in
excess of three years, or past the third annual general meeting,
following the Director’s appointment or re-election, whichever is
longer, without submitting himself/herself for re-election at the
annual general meeting.
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In compliance with Code Provision A.3.2 of the CG Code, an
updated list of the Directors identifying their role and function are
available on the websites of the Company (www.zhsuccess.com)
and the Stock Exchange (www.hkex.com.hk). The Company will
review the composition of the Board from time to time to ensure
that the Board possesses the appropriate and necessary expertise,
skill and experience to meet the needs of the Group’s business and
to enhance the Shareholders’ value.

DIRECTORS’ TRAINING AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

All Directors are encouraged to participate in continuous
professional development so as to develop and refresh directors’
knowledge and skills and to ensure that their contribution to
the Board remains informed and relevant.

The Company regularly circulates training materials or briefings
to all Directors in respect of the updates on, among other
things, the Listing Rules, the SFO or guidelines, the Hong Kong
Companies Ordinance and relevant financial or accounting
standards which may be of the interest to Directors. During the
year, all Directors have complied with the Code Provisions in
relation to continuous professional development, apart from
reading materials relevant to the Company’s business, director’s
duties and responsibilities. Mr. Zhang Jingguo, Mr. Zhang
Guoqiang, Mr. Eric Jackson Chang, Ms. Huang Yanping, Dr.
Liu Qiao, Mr. Liu Da and Mr. Ma Yuntao also attended and/
or gave presentation in seminars/forums. The Company updates
Directors constantly on the latest developments regarding the
Group’s business and other applicable regulatory requirements,
to ensure compliance and enhance their awareness of good
corporate governance practices. All Directors have provided
to the Company with their training records on a regular basis,
and such records have been maintained by the Company for
accurate and comprehensive record keeping.
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Board Committees

The Board has established three Board committees
including the audit committee (the “Audit Committee”), the
remuneration committee (the “Remuneration Committee”)
and the nomination committee (the “Nomination Committee”)
to assume responsibilities for and to oversee particular aspects
of the Company’s affairs with respective terms of reference.
Details of the board committees are discussed below.

All Board committees are provided with sufficient resources
to discharge their duties and are empowered to obtain
independent’ professional advice at the Company’s expense in
appropriate circumstances.

Attendance of Directors at various meetings

During the year, details of the Directors’ attendance in the
following meetings are set out below:
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Number of meetings attended/Number of meetings held

ﬁ Fe u%z///\_'%(/;ﬂi‘ﬂ' = u#ﬂz//\%(
Annual

Audit  Remuneration Nomination General
Directors Board Committee Committee Committee Meeting
B=E S EzEEw FMEES REEESY REBFEREG
Executive Directors
BITES
Mr. Zhang Jingguo 2/2 N/A 1/1 171 1/1
SRAR B 5 A TEA
Mr. Zhang Guogiang 2/2 N/A N/A N/A 1/1
SREIE S A NiE A i
M. Eric Jackson Chang 2/2 N/A N/A N/A 171
SRR A TiERA NiE A AN A
NED
EMITES
Ms. Huang Yanping 2/2 N/A N/A N/A 1/1
Huang YanpingZ & A NiE A AN A
INEDs
BUIEWITES
Dr. Liu Qiao 2/2 2/2 1”1 171 171
2L
Mr. Liu Da 2/2 2/2 N/A 11 11
BEx4E NiE A
Mr. Ma Yuntao 2/2 2/2 11 N/A 11
Bt i A
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AUDIT COMMITTEE

The Audit Committee is primarily responsible for reviewing
and monitoring the financial reporting, risk management
and internal control systems of the Company, including
reassessment of the financial and accounting policies, review
of interim reports, annual reports and financial information,
etc. In addition, the Audit Committee is responsible for making
recommendations to the Board, to be put to Shareholders for
approval at the annual general meeting (“AGM?”), in relation
to the appointment, re-appointment and removal of external
auditor; review and supervision of the external auditor in
respect of its independence and objectivity, the effectiveness of
the audit procedures; formulation of policies on the provision
of non-audit services by the external auditor; handling any
issues related to the resignation or the removal of such auditor
and the communication with the external auditor on auditing
matters.

As at 31 December 2016, the Audit Committee consisted of
three members, namely, Mr. Liu Da, Dr. Liu Qiao and Mr. Ma
Yuntao who all are INEDs. Mr. Liu Da is the chairman of the
Audit Committee. The most up-to-date version of the written
terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

During the year, two Audit Committee meetings were
convened. The Audit Committee had performed the followings
tasks, among others:

(i) reviewed the annual results for the nine months ended 31
December 2015 and interim results for the six months
ended 30 June 2016;

(i)  reviewed the appropriateness and effectiveness of risk
management and internal control systems;

(iii)  discussed with the auditor of the Company and reviewed
their audit findings;

(iv)  reviewed the auditor’s remuneration;
(v)  reviewed all non-audit services provided by the auditors
to determine the provision of such services would affect

the independence of the auditors; and

(vi) performed the corporate governance functions and
reviewed the corporate governance policies and practices.
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After due and careful consideration with all necessary financial
information, and reports from management and the external
auditors, the Audit Committee noted that no suspected fraud
or irregularities, significant internal control deficiencies, or
suspected infringement of laws, rules, or regulations had been
found in respect of the Group, and concluded at the meeting
held on 29 March 2017 that the risk management and internal
control systems were adequate and effective.

On 29 March 2017, the Audit Committee Meeting was
convened to review the Group’s consolidated financial
statements for the year ended 31 December 2016, including
the accounting principles and practices, in conjunction with the
Company’s external auditor. The Audit Committee endorsed
the accounting treatment adopted by the Company, and the
Audit Committee had to the best of its ability assured itself
that the disclosure of the financial information in the Annual
Report 2016 has complied with the applicable accounting
standards and the Listing Rules and the Hong Kong Companies
Ordinance. The Audit Committee therefore resolved to
recommend for the Board’s approval the consolidated financial
statements for the year ended 31 December 2016.

The Audit Committee also recommended to the Board the re-
appointment of Deloitte Touche Tohmatsu as the auditor of the
Company and that the relevant resolution shall be put forth for
Shareholders’ consideration and approval at the 2017 AGM.

REMUNERATION COMMITTEE

The Remuneration Committee is mainly responsible for
making recommendations on and approving the remuneration
policy and structure and packages of the Directors and senior
management to the Board. The Remuneration Committee is
also responsible for establishing transparent procedures for
developing such remuneration policy and structure to ensure
that no Director or any of his associates will participate in
deciding his own remuneration, which remuneration will be
determined by reference to the performance of the individual
and the Company as well as the prevailing market conditions.
The human resources department is responsible for collection
and administration of the human resources data for the
Remuneration Committee’s for consideration.
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As at 31 December 2016, the Remuneration Committee
consisted of three members, namely, Mr. Zhang Jingguo, Dr.
Liu Qiao and Mr. Ma Yuntao. Dr. Liu Qiao and Mr. Ma
Yuntao are INEDs while Mr. Zhang Jingguo is an executive
Director. Mr. Ma Yuntao is the chairman of the Remuneration
Committee. The most up-to-date version of the written terms
of reference of the Remuneration Committee is available on the
websites of the Company and the Stock Exchange.

During the year, one Remuneration Committee meeting
was held. The Remuneration Committee had reviewed and
approved the remuneration of executive Directors, NED and
INEDs.

NOMINATION COMMITTEE

The Nomination Committee is mainly responsible for reviewing
the structure, size, diversity and composition of the Board
regularly and make any changes to complement the Company’s
corporate strategy, including making recommendations on any
proposed changes to the Board that assist complementation of
the Company’s corporate policy.

As at 31 December 2016, the Nomination Committee consisted
of three members, namely, Mr. Zhang Jingguo, Dr. Liu Qiao
and Mr. Liu Da. Mr. Zhang Jingguo is an executive Director
while Dr. Liu Qiao and Mr. Liu Da are INEDs. Dr. Liu Qiao is
the chairman of the Nomination Committee. The most up-to-
date version of the written terms of reference of the Nomination
Committee is available on the websites of the Company and the
Stock Exchange.

During the year, one Nomination Committee meeting was held.
The Board had reviewed the current structure and composition
of the Board and recommended Mr. Zhang Guogiang and Mr.
Liu Da to retire, and being eligible, offered themselves for re-
election in the 2016 AGM pursuant to Articles 78 and 79 of
the Articles of Association and Code Provision A.4.2 of the CG
Code.
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Under Article 79 of the Articles of Association, at each AGM,
one-quarter of the Directors for the time being (or, if their
number is not a multiple of four, the number nearest to one-
fourth) shall retire from office by rotation. According to Article
83 of the Articles of Association, any Director appointed by
the Board to fill a casual vacancy or by way of addition to their
number shall hold office only until the next following AGM,
and shall then be eligible for re-appointment. Every Director
shall be subject to retirement at least once every three years by
rotation or offers himself for re-election.

The Company has established a policy concerning diversity of
Board members (“Board Diversity Policy”) and has made it
available on the Company’s website.

In the Board Diversity Policy, the Company recognises diversity of
talents in the Board shall enhance the quality of its performance
and sees diversity in talents at the Board level as an essential
element in supporting the attainment of its strategic objectives
and its sustainable development. The Nomination Committee has
primary responsibility for identifying suitably qualified candidates
to become members of the Board and, in carrying out this
responsibility, will give adequate consideration to this Policy. The
Nomination Committee will review this Policy, as appropriate,
to ensure the effectiveness of this Policy from time to time. The
Nomination Committee will discuss any revisions that may be
required, and recommend any such revisions to the Board for
consideration and approval.

REMUNERATION OF AUDITORS
For the year ended 31 December 2016, remuneration paid or
payable to the Company’s auditors, Deloitte Touche Tohmatsu

for audit services was HK$1,810,000 and non-audit services
was HK$40,000.
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ACCOUNTABILITY AND AUDIT

Financial Statements and Financial Reporting

The Directors acknowledge their responsibility for the
preparation of the consolidated financial statements of the
Group that give a true and fair view in accordance with
applicable accounting standards and Hong Kong Companies
Ordinance.

The Directors also acknowledge their responsibilities to ensure
that the consolidated financial statements on annual and
interim results of the Group are published in a timely manner,
within three months and two months respectively of the year
end and the half-year period end.

The reporting responsibility of the external auditor of the
Company on the consolidated financial statements of the
Group are set out in “Independent Auditor’s Report” on pages
68 to 76.

Going Concern

The Directors, having made appropriate enquiries, do not aware
of any material uncertainties relating to events or conditions
that may cast significant doubt upon the Group’s ability to
continue as a going concern. The Directors are of the view that
the Group has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it is
appropriate for the Group to adopt the going concern basis in
preparing the consolidated financial statements.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognises its overall responsibilities for maintaining
sound and effective risk management and internal control
systems including a review on their effectiveness for achieving
long-term sustainable development of the Group. The risk
management and internal control systems, under a defined
management structure with limits of authority, are designed
for the Group to identify and manage the significant risks
to pursue its business objectives, safeguard its assets against
unauthorised use or disposition, enhance effectiveness and
efficiency of its operations, ensure the maintenance of proper
accounting records for reliable financial reporting, and ensure
compliance with relevant laws and regulations. Such systems
are designed to manage rather than eliminate risks of failure
in the achievement of the Group’s business objectives and can
only provide reasonable, but not absolute assurance against
material misstatement or loss.
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The Board is responsible for the determination of the
Group’s risk profile within its acceptable tolerance levels in
business operation, oversight of management in the design,
implementation and monitoring of overall risk management
process from risk identification, risk assessment, establishment
of appropriate risk responses and regular risk evaluation and
monitoring, so as to ensure the systems are effectively established
and maintained.

The risk management process is structured from management
of the Group from respective business functions at execution
level to the Board, together assisted with the Audit Committee
in decision-making and monitoring level. Management of
the Group identifies, assesses and prioritises the key existing
and potential risks through a detailed assessment process and
determines the appropriate mitigation strategies and control
measures in response of the identified risks. Ongoing evaluation
and monitoring of the identified risks, respective measures,
and results are carried out and reported to the Board regularly.
The Board at decision-making level, assisted with the Audit
Committee, reviews the risk appetite, risk management process
and strategies and also the internal control systems and provide
recommendations for any improvement on the systems in an
ongoing basis to ensure risk management effectiveness.

The Company does not have an internal audit function and is
currently of the view that there is no immediate need to set up
an internal audit function within the Group in light of the size,
nature and complexity of the Group’s business. It was decided
that the Board would be directly responsible for internal control
of the Group and for reviewing its effectiveness.
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The Board has engaged an independent risk management
and internal control review adviser (“the Adviser”), APAC
Compliance Consultancy and Internal Control Services
Limited, to conduct an annual review of the risk management
and internal control systems of the Group for the year ended
31 December 2016. The scope of review was determined
and approved by the Board, covering material controls on
financial, operational, compliance aspects including review of
risk management functions of the Group and the adequacy
of resources, qualifications and experience of the staff in
the Group’s accounting and financial reporting functions
and their training programs and budget. Findings and
areas for improvement were reported to management and
Audit Committee for evaluation the effectiveness of the risk
management and internal control systems. The Band and the
Audit Committee are of the view there are no material internal
control defeats were identified by the Adviser during the
course of review. With the discussion between management,
the Adviser and the Audit Committee, the Board, with the
concurrence of the Audit Committee, considered that the risk
management and internal control systems of the Group are
effective and adequate. The review of the risk management and
internal control systems of the Group is an ongoing process and
the Board maintains a continuing commitment to strengthen
the Group’s control environment and processes.

The Company formulated the inside information policy. The
Company regularly reminds the Directors and employees
about due compliance with all policies regarding the inside
information. Also, the Company keeps Directors, senior
management and employees appraised of the latest regulatory
updates. The Company shall prepare or update appropriate
guidelines or policies to ensure the compliance with regulatory
requirements. Procedures for collection, evaluation of
information and the publication manner are in place to ensure
timely reporting of the inside information to the Board and the
stakeholders of the Group.
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COMPANY SECRETARIES

As at 31 December 2016, the joint secretaries of the Company
were Mr. Eric Jackson Chang and Mr. Yuen Ping Man. Both of
them have confirmed that they have attended not less than 15
hours of relevant professional training during the year.

SHAREHOLDERS AND INVESTOR RELATIONS

Communication Policy

The Board considers that having active communications with
Shareholders and investors is important and this will enhance
transparency and clarity in public disclosures by the Company.
Any significant events of the Group fall to be disclosed will be
published in a timely, accurate and complete manner through
the websites of the Company and the Stock Exchange, so as to
safeguard Shareholders’ rights of information and participation.
The Board considers that AGM is an important opportunity
for direct communication with the Shareholders. The notice
of the AGM together with relevant documents will be sent out
to the Shareholders at least 20 business days prior to the date
on which the AGM will be held. The notice contains details
on the procedures for voting by poll as well as other relevant
information related to the proposed resolutions.

AGM

The Board and senior management are well aware of their
important tasks of acting on behalf of the interests of all the
Shareholders and raising the Shareholders’ returns. Last year’s
AGM at which the external auditors attended was convened
on 23 June 2016. The Board encourages all the Shareholders
to participate in the forthcoming 2017 AGM where the
members of the Board and external auditors will be present and
communicate with the Shareholders.
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Shareholders’ Rights

(1)

(2)

Procedures for Shareholders to convene an extraordinary
general meeting (“EGM”)

Any one or more Shareholders holding at the date
of deposit of the Requisition (as defined below) not
less than one-twentieth of the paid up capital of the
Company carrying the right of voting at general meetings
of the Company shall at all times have the right, by
written requisition (the “Requisition(s)”) to the Board or
the Company Secretary, to require an EGM to be called
by the Board for the transaction of any business specified
in such requisition.

The Request and the Statement (as defined below) must
be deposited at the registered office of the Company (the
“Registered Office”) at 24th Floor, Wyndham Place,
40-44 Wyndham Street, Central, Hong Kong for the
attention of the Company Secretary.

If the Board does not within 21 days from the date of
the deposit of the Requisition proceed duly to convene
a meeting for a day not more than 28 days after the
date on which notice convening the meeting is given,
such Requisitionist(s), or any of them representing more
than one-half of the total voting rights of all of them,
may themselves convene a meeting in accordance with
the relevant provisions of the Companies Ordinance,
but any meeting so convened shall not be held after the
expiration of 3 months from the said date.

Procedures for putting forward proposals at
Shareholders’ meeting

Eligible Shareholders (as defined below) may submit a
written request to make proposals or move a resolution
at the general meeting (the “Request”). “Eligible
Shareholder(s)” means:

(i) any number of Shareholders representing not less than
one-fortieth of the total voting rights of all Shareholders
having at the date of the Request a right to vote at the
meeting to which the Request relates; or (ii) not less than
50 Shareholders on which there has been paid up an
average sum, per Shareholder, of a sum equivalent to not
less than HK$2,000.

(1)
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The Request must state clearly the name(s) and contact
information of the Eligible Shareholders, his/her/their
shareholding, the proposed resolution, accompanied by
a statement (the “Statement”) of not more than 1,000
words with respect to the matter referred to in the
proposed resolution or the proposed business to be dealt
with at the general meeting, and signed by the Eligible
Shareholder(s) concerned.

The Request and the Statement must be deposited at
the Registered Office for the attention of the Company
Secretary not less than six weeks before the AGM in
the case of a requisition requiring to give notice of a
resolution or to circulate Statement to the Shareholders
and not less than 1 week in the case of any other
requisition or no earlier than the day after the despatch
of the notice by the Company of the EGM and end no
later than 7 days prior to the date of the EGM. If the
Request is received less than the minimum required
days prior to the EGM, the Company will need to
consider the adjournment of the EGM in order to give
Shareholders sufficient notice of the proposal.

The Eligible Shareholder(s) concerned have deposited
a sum of money reasonably sufficient to meet the
Company’s expenses in serving the notice of the
resolution, a circular or a supplemental circular (as the
case may be) concerned and the Statement in accordance
with the Hong Kong Companies Ordinance and the
requirements under the Listing Rules to all the registered

Shareholders.

Shareholders’ enquiries to the Board

A Shareholder may send an enquiry to the Board at
the Registered Office for the attention of the Board in
written form, which shall state the nature of the enquiry
and the reason for making the enquiry. In addition,
Shareholders can contact Tricor Friendly Limited, the
share registrar of the Company, for any questions about
their shareholdings.
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CONSTITUTIONAL DOCUMENTS

There was no change in the Articles of Association of the
Company during the year. A copy of the latest version is
available on the website of the Stock Exchange and the
Company’s website.

DISCLAIMER

The contents of the section headed “Shareholders’ Rights” are
for reference and disclosure compliance purposes only. The
information does not represent and should not be regarded as
legal or other professional advice from the Company to the
Shareholders. Shareholders should seek their own independent
legal or other professional advice as to their rights as
Shareholders. The Company disclaims all liabilities and losses
incurred by the Shareholders in reliance on any contents of the
section headed “Shareholders’ Rights™.
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Deloitte

To the Members of

ZH International Holdings Limited
ESERFER B R AR

(incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of
ZH International Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 77 to 185, which comprise the consolidated statement of
financial position as at 31 December 2016, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, 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 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.
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Key Audit Matters

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

Key audit matters

RREREE

Valuation of investment properties

KEYRZ141E

We identified the valuation of investment properties as a key
audit matter due to the significant management judgements
associated with determining the fair value.

HREEXAFESREREEEHE - RASREYEZHED
REREZEE -

As disclosed in notes 6 and 14 to the consolidated financial
statements, the Group’s investment properties were located in
Hong Kong, Singapore and United States of America and their
total carrying amount was approximately HK$582,448,000
as at 31 December 2016 and an increase in fair value of
investment properties of approximately HK$1,050,000 was
recognised in the profit for the year then ended.

BB RAWTEe R4 HE  R-E—R~E+ A
=+—H ' BEEEZEEVEMRES  FIEEEFNBRAT
S Z BREAAE R49582,448,0008 T - MIEEMEZ AT
B3 IN491,050,00078 L E R B EZ B IEFE 2% F R
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MREZFESREBRMANERAE - BAPREAMBEHRERZ
BERBRREREZEE WEFSRERMECERGRAVBHTRENR
HABRRETRE - RIS HLEEREHEBNER

How our audit addressed the key audit matters

EMHELIAEREREERER

Our procedures in relation to the valuation of investment
properties included:

IIREMRZGE  RPRTZEZEFRIE

o Evaluating the competence, capabilities and objectivity
of the Valuer and obtaining an understanding of the
Valuer’s scope of work and the terms of engagement;

. FHEEER 2 BERE O REEIE - XHHERS
TREIE R BB IESRES T/

o Obtaining an understanding of the valuation process
and significant assumptions from the management
of the Group and the Valuer to assess whether the
approach adopted on valuing individual properties is
appropriate;

. SEERFREABRERR BEEEERERMGEMRG

TH - AR BRI R TR 2 R R T
B
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Key audit matters (continued)

How our audit addressed the key audit matters (continued)

RRELEEA)

Valuation of investment properties (continued)

REYEZ 118 (E)

In estimating the fair value of Group’s investment properties,
the management of the Group worked with the independent
qualified professional valuer (the “Valuer”) to establish and
determine the appropriate valuation model and techniques
and inputs. The Group’s investment properties were stated at
fair value based on the valuations performed by the Valuer.
Details of the valuation techniques and key inputs used in
the valuations were disclosed in note 14 to the consolidated
financial statements. The valuations had been arrived at using
income capitalisation method, which were dependent on
certain key inputs and assumptions in respect of prevailing
market conditions such as capitalisation rate and monthly
market rent.

Rt BEREREVMEZATER X EXEEEEREVA
BRFERMER([HERDDERE AR METEENEERL
REMEBARE - BEREZREVERBGEMET2MAE
BAHESRR o HEMAZEERTREREABR 2 FIERE
RiFEMBERERMEL4 - HEDIRAREEAMOEFE - HE
RINBITHS R 2 ET T ERABBERER @ fIInERNEX R
FAMEER -
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RMNELNAEERRELEH(A)

Evaluating the appropriateness of the estimations used
by the management of the Group and the Valuer, in
particular, the valuation model and the capitalisation
rate used by the management of the Group and the
Valuer; and

WfE EEEEEELAER ARG 2 ERE AR
2 BEEERE RGBS G RE A
i R

Assessing the reasonableness of other key input used
in the valuation model by comparing monthly market
rent against entity-specific information and market
data of the respective relevant property markets.

BEREATSHSEEREEENREBENEDS
ZIISEIBEITIE - SHEREREMAEMEIZHA
BE A -
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Key audit matters (continued)

RRELEEA)
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How our audit addressed the key audit matters (continued)

RMNELNAEERRELEH(A)

Assessment of net realisable value of properties under development for sale

FHEFERREAYEZ BT FE

We identified the net realisable value properties under
development for sale as a key audit matter due to the
significant estimates associated with determining the net
realisable value (the “NRV?”) of the properties under
development for sale.

HREEFERRTYE AR FAE(ATERFE])FREKR

As disclosed in note 17 to the consolidated financial
statements, the carrying amount of properties under
development for sale situated in the People’s Republic of
China (the “PRC”) was approximately HK$1,438,523,000 as
at 31 December 2016.

IR A M WMRME17AAEE  RZ2F—R"F A=+~
B R EAREMBE((HE D 2FEERTMRZEEER
#71,438,523,000/8 7T °

Our procedures in relation to the assessment of net realisable
value of the properties under development for sale included:

MFEGFERRTYEZAZRFE  RARTZELEFE
&

o Obtaining an understanding from the management of
the Group of the management’s process for performing
impairment assessment of the properties under
development for sale, which is primarily comparing the
future selling prices to the underlying expected costs to
the construction of complete properties;

. AREFERRPYFETRENE (TERBARER
g2 AR 2 BRBEMRAETERMEH) 28
BERFR BEXEEEERGTE

o Evaluating the reasonableness of the management’s
estimation of the expected total costs by comparing
total budgeted costs to the sum of the costs incurred
and further costs to complete. The budgeted costs were
checked, on a sample basis, to the underlying contracts
and the costs incurred were checked, on a sample basis,
to the surveyor reports;

. BRLRABERAEEEERARRTRME— T
FHRAZA - UHEERBHRHEARARZ B ZE
B BERADRBEABENRENEEZE  BE
ERACRBETHRERENEEZS
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Key audit matters (continued)

RRELEEA)

How our audit addressed the key audit matters (continued)

RMNELNAEERRELEH(A)

Assessment net realisable value of properties under development for sale (continued)

FHEFERE YR BT FE (H)

As set out in note 4 to the consolidated financial statements,
the Group carried out impairment assessment at the end of
the reporting period by comparing the costs and its NRV.
The management estimates the total costs by reference to
the budgeted costs and costs incurred and further costs to
complete whereas the future selling prices were estimated by
the management of the Group with reference to the recent
selling prices of similar properties in the nearby or relevant
locations. The properties under development for sale are
expected by the management of the Group to be realised
higher than the costs and hence no write down to the NRV of
properties under development for sale is required during the
current year.

BIGAH BREM AT - BEENEEWRILH 0I5B
B A R AT B (TRIE TS - BB EESEBER
7 BB R R R — SRR T 3T AR o AT -
RRERD REBTEELSEMILARLLBLNE T
BEBEEHTEE - EREEREBNSERRTNETHS
RIREE - Bl - SERRAYE TR FERENAEE
HEATHOA, -
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Assessing the appropriateness of the estimated future
selling prices of the properties under development for
sale, on a sample basis, by comparing them to recent
transaction prices of similar properties in the nearby
or relevant locations, based on our knowledge of the
property markets in the PRC; and

BRLEAI AR B U X A NEE - RER
MEPEMETS 2T #  REJEEFEFEERSD
MEZEFARKREEZAEL &

Comparing the future selling price of properties under
development for sale, on a sample basis, to the actual
selling price of properties sold subsequent to the end of
the reporting period to evaluate the reasonableness of
management’s estimation.

MBS ERRTMEIAREERANRERREE
BRELZMEZEREE  FHEEEMGRFZAE
1 o
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Other Information

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

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

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

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

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

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

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the 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 section 405 of the
Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

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

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.
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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.

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

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

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

29 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

For the year ended 31 December 2016

GEBEaRkEAEERER

BE_T—R"ET_A=1T—HILFE

Revenue
Cost of operations

Gross profit

Other income

Other gains and losses
Administrative expenses

Sales and marketing expenses

Finance costs

Share of loss of an associate
Share of loss of a joint venture

Loss before taxation
Income tax expense

Loss for the year/period

Other comprehensive (expense) income
Item that may be reclassified subsequently to

profit or loss:

Exchange difference arising on translation of

foreign operations

Item that will not be reclassified subsequently to

profit or loss:

Gain on revaluation of properties transferred
from property, plant and equipment to

investment properties

Total comprehensive expense for

the year/period

EH

HAbUA
HitbWozs N 18
TR

HHE R MIGHEERX
BERA
DME—EE R R REE
DME—HRELEEE

BRI AT B 1R
TS HRA X

FE/HREER

Hib2mE (B ) W

REEERJREEAT 72
BmoIHE -

M EGINEBMEE 2
[

REEFEHFT @B AIEE
BmoIHE -

Ry BEREEBEES
WEMEZ VB H R

FE/PEXEMAXARE

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015

— R S

—RA—RAE mA—-AZE

—AE —E-HE
t=A=+t—-A t=A=t-H

Notes HKS$’000 HKS$°000
B aE TR T
5 79,569 43,960
(18,217) (14,124)

61,352 29,836

2,273 2,146

6 (24,776) 29,811
(57,170) (60,266)

(13,897) (5,534)

7 (19,753) (13,322)
- (61)

- (353)
8 (51,971) (17,743)
9 (4,614) (1,450)
(56,585) (19,193
(27,640) (13,015)

- 17,036

(27,640) 4,021
(84,225) (15,172)
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GEBEaRkEAEERER

HE_Z-RET+A=T—RHILEE

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—g-xE  —g-EE
—A—BZE A—RBZE
—E—RF —E-RfF
t=A=t-8A +=A=+-H
Notes HK$°000 HK$’000
k3 FHET TERT
(Loss) profit for the year/period attributable to: FE{GF Hip (B518) 3%5F)
Owners of the Company RAREB A (56,702) (19,655)
Non-controlling interests FEFERR RS 117 462
(56,585) (19,193)
Total comprehensive (expense) income EE2E(EEX) 4%
attributable to:
Owners of the Company PN/NSTE SN (85,284) (15,562)
Non-controlling interests JEFE AR RS 1,059 390
(84,225) (15,172)
Loss per share (HK cent) FREE GBI 12
Basic and diluted BERRESS (0.97) (0.47)
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e PRI R R

RZF—RFE+ZA=+—H

Non-current assets FRBEE

Property, plant and equipment Y - B kR E

Investment properties wEME

Interest in an associate b N o

Deposit paid for acquisition of B EREME B
investment properties

Pledged bank deposits BEMRITER

Current assets REBEE

Properties under development for sale FEERPYE

Deposits paid for land acquisitions B i gL

Inventories wE

Accounts receivable, deposits and prepayments JEUTERZR - 24 MIEFRIE

Financial assets at fair value through EBAFERFABRZEREE
profit or loss

Tax recoverable AU B IR

Pledged bank deposits BEMRITIFR
Restricted bank balances TR HIRTT SRR
Bank balances and cash IRITHEBR LIRS

Investment properties classified as held for sale DEAFIELRE ZREYE

Current liabilities REEME

Accounts payable, deposits received and accruals JEfFERZN « B¢ KEFTE R

Deposits received and receipt in advance from BWRFBWMEER 2 IZE
property buyers

Amounts due to related companies

Amounts due to ultimate holding company

Loans from a related company

Bank and other borrowings — due within
one year

RS R R FIR

JE S AR IR R B FROR
TE—HRERRZER
RITREMEE - R—FRDIH

Bank overdraft RITEX

Tax liabilities RIEAE

Net current assets REBEERE

Total assets less current liabilities EEHABRABARE

16

17
18

20

16
16
16

21

23
25
25
26

24
24
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2016 2015
—E-xE —E-RHE
HK$°000 HK$°000
FHExT FHBxT
20,625 21,197
582,448 1,085,984
- 3,250

4,148 9,239
607,221 1,119,670
1,438,523 801,878
1,030,622 -
199 258
57,397 15,289
187,403 9,812
68,067 2,916
8,646 30,669
27,561 1,468
230,359 202,787
3,048,777 1,065,077
42,187 1,342
3,090,964 1,066,419
174,582 78,970
901,455 57,250
77,475 143,832

- 26,740
1,052,105 182,486
157,550 158,938

- 7,748

8,765 2,464
2,371,932 658,428
719,032 407,991
1,326,253 1,527,661

79



ZH International Holdings Limited

EEREERERAE

Consolidated Statement of Financial Position
At 31 December 2016

e PRI R R

RZF—RFE+ZA=+—H

2016 2015
—E—RF —E-RfF
Notes HK$°000 HK$’000
k3 FHET THERT
Capital and reserves EXRR#HE
Share capital A% AN 27 716,706 557,626
Reserves i 446,405 541,155
Total equity attributable to owners ARBEEAELEREE
of the Company 1,163,111 1,098,781
Non-controlling interests IR 42 (6,093) (7,178)
Total equity R 1,157,018 1,091,603
Non-current liabilities FRBAE
Rental deposits received BHERS 768 955
Loans from a related company ’E—HEEARZER 26 109,535 154,747
Bank and other borrowings — due after one year 877 MEMEE — N —F&3H] 24 47,375 267,986
Deferred tax liabilities BIETIBAE 28 11,557 12,370
169,235 436,058
Total equity and non-current liabilities ERERERBEERE 1,326,253 1,527,661

The consolidated financial statements on pages 77 to 185 were H77ZE18SE AW BHRKRENR _E—+F=A=-TLAHE
approved and authorised for issue by the Board of Directors on =&t/ RIFETIE - WHTIHESREREE -
29 March 2017 and are signed on its behalf by:

Zhang Jingguo Zhang Guogqiang
RENE RER
DIRECTOR DIRECTOR
BE BE
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“EB-NEER
Consolidated Statement of Changes in Equity
For the year ended 31 December 2016
— A =< 5=
mEEREER
HE-_Z—XF+-_A=+—HLHFE
Attributable to owners of the Company
LGN L 4
Capital Share  Property Non-
Share  reducton  Exchange option  revaluation  Retained controlling
capital reserve reserve reserve reserve - eannings Total  interests Total
BRHH IEEL
& Rk NERE BRERE s RERH @i FERER @t
HKS000  HKS000  HK$000  HKS000  HKS000  HKS'000  HK$000  HK$000  HKS$000
TEn Tén TEn Tén Tén Tén Tén Tén Tén
At 1 April 2015 R-Z-14NA-A 189,595 149,180 (10,633) 548 - 418,170 746,860 (7,568) 739,292
(Loss) profit for the period HH(ER) /&) - - - - - (19,655)  (19,655) 462 (19,193)
Exchange difference arising on translation ~ RAZE) $EMES
of foreign operations JERER - - (12,943) - - - (12,943) (72) (13,015)
Gain on revaluation of properties mhE - BRRRE
transferred from property, plant and BRERANZL
equipment to investment properties BithENE - - - - 17,036 - 17,036 - 17,036
Total comprehensive (expense] AR
income for the period et - - (12,943) - 17,036 (19,655) (15,562) 390 (15,172)
Issue of shares under open offer BELREERARH
(note 27(a)) Wi27) 36,557 - - - - - 36,557 - 36,557
Issue of shares for acquisition of SRENBLARTRY
subsidiaries (rotes 27 and 29) (W27229) 330,750 - - - - - 330,750 - 330,750
Transaction costs directly attributable to (TR EHEGZ
issue of shares (note 27(a)) SERIRHET) (974) - - - - - (974) - (974)
Issue of shares upon exercise of share WEBRESSIRG
options (notes 27 and 33) (H#27k33) 1,698 - - (548) - - 1,150 - 1,150
At 31 December 2015 RIT-1F
T-F=1-H 357,626 149,180 (23,576) - 17,036 398515 1,098,781 (7178) 1,091,603
(Loss) profit for the year EE(ER) /H5H - - - - - (56,702) (56,702) 17 (36,585)
Exchange difference arising on translation ~ RBEEI ERMEL 2
of foreign operations EXzE - - (28,382 - - - (28,382) 942 (27,640)
Total comprehensive (expense] income FERE(HT W
fo th year &3 - TR ; SGETY) @28 109 (84)
Issue of shares under share subscripion — RERARELETR R
(note 27(b)) (H27) 159,080 - - - - - 159,080 - 159,080
Acquisition of additional interests in WEEmB AR
subsidiaries % - - - - - (115) (115) 115 -
Disposal of subsidiaries HERBAR W00
(notes 30(a) and 30(b)) o)) - - (9.351) - - - (9,351) (89) (9,440)
At 31 December 2016 RIT—E
TZA=t-A 716,706 149,180 (61,509) - 17,036 341,698 1163111 (6,093)  LI57,018
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RERTRER

HE_Z-RET+A=T—RHILEE

Operating activities
Loss before taxation
Adjustments for:
Decrease in fair value of financial assets at fair value
through profit or loss

(Increase) decrease in fair value of investment properties
Bad debts written-off in respect of accounts receivable

Depreciation of property, plant and equipment
Gain on disposal of investment properties
Gain on disposal of an associate

Gain on disposal of a joint venture

Gain on disposal of available-for-sale financial assets

Loss on disposal of property, plant and equipment
Loss on disposal of subsidiaries

Bargain purchase arising from acquisition of subsidiaries
Impairment loss recognised in respect of amounts due

from an investee

Impairment loss recognised in respect of interest in
an associate

Share of loss of an associate

Share of loss of a joint venture

Interest income

Finance costs

Operating cash flows before movements in working capital

Decrease in financial assets at fair value through
profit or loss

Decrease (increase) in inventories

(Increase) decrease in accounts receivable, deposits and
prepayments

Increase in restricted bank deposits

Increase in properties under development for sale

Increase in deposits paid for land acquisitions

Increase (decrease) in accounts payable, deposits received

and accruals

Increase in deposits received and receipt in advance from

property buyers
Decrease in amounts due to related companies

Cash used in operating activities
Tax paid

Net cash used in operating activities
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1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
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-A—RE mA—-RAZE
—E-RE —B-1F
+=A=+-H +=A=+-H
HKS$°000 HK$°000
T T
(51,971) (17,743)
23,417 131
(1,050) 10,492
387 107
1,002 1,196
(349) (226)
(8,367) -
- (279)
- (2,055)
- 258
13,128 -
- (47,738)
- 4,625
- 2,540
- 61
- 353
(334) (355)
19,753 13,322
(4,384) (35,311)
1,078 29,912
59 (58)
(64,074) 13,256
(26,241) (133)
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(1,030,622) -
109,535 (1,215)
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Investing activities

Interest received

Purchase of investment properties

Purchase of property, plant and equipment

Proceeds from disposal of investment properties

Proceeds from disposal of an associate

Proceeds from disposal of a joint venture

Proceeds from disposal of available-for-sale financial assets

Proceeds from disposal of property, plant and equipment

Release of pledged bank deposits

Placement of pledged bank deposits

Repayment from former subsidiaries after deemed
disposal of subsidiaries

Net cash outflow from deemed disposal of subsidiaries

Net cash inflow from acquisition of subsidiaries

Net cash used in investing activities

Financing activities
New bank and other borrowings raised
Repayment of bank and other borrowings
Interest paid
Proceeds from issuance of shares under share subscription
Proceeds received from open offer of the Company’s shares
Share issuance expenses
Proceeds from exercise of share options
(Repayment to) advance from ultimate holding
company
Advances from related companies
Repayment to related companies
Repayment of obligations under finance leases

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of
the year/period

Effect of foreign exchange rate changes

Cash and cash equivalents at the end of the year/period

Analysis of cash and cash equivalents at the end of
the year/period

Bank balances and cash

Bank overdraft
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1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-RE —E-EF
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—E-RE —B-1F
+=A=+-H +=A=+-H
HKS$°000 HK$°000
T T

334 355
(291,178) (256,975)
(207) (409)
24,574 116,523
8,367 -

- 657

- 4,773

- 848

30,669 28,370
(10,992) (5,060)
117,183 -
(19,978) -

- 6,028
(141,228) (104,890)
240,589 158,737
(40,177 (133,877)
(16,973) (10,835)
159,080 -

- 25,258
- (974)

- 1,150

(26,740) 26,740
997,124 2,650,232
(299,352) (2,285,364)
- (56)
1,013,551 385,669
36,041 149,907
195,039 47,087
(721) (1,955)
230,359 195,039
230,359 202,787
- (7,748)

230,359 195,039
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GENERAL

ZH International Holdings Limited (the “Company”)
is a public limited liability company incorporated in
Hong Kong with its shares listed on the Main Board
of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

Its immediate and ultimate holding company is Joy Town
Inc., a private company incorporated in the British Virgin
Islands with limited liability which is controlled by Ms.
Huang Yanping (“Ms. Huang”), a non-executive director
of the Company and spouse of Mr. Zhang Jingguo,
Chairman of the Company. The ultimate controlling
party of the Company is Ms. Huang.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note
41. The Company and its subsidiaries are hereinafter
collectively referred to as the Group.

The addresses of the registered office and principal
place of business of the Company are disclosed in the
Corporate Information section of the annual report.

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

In 2015, the reporting period end date of the Group
was changed from 31 March to 31 December because
the directors of the Company (“Directors”) decided to
bring the annual reporting period end date of the Group
to align the financial year end date of the Company
with that of the operating subsidiaries. Accordingly,
the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash
flows and related notes for the current reporting period
cover twelve-month period from 1 January 2016 to
31 December 2016. The corresponding comparative
amounts shown for the consolidated statement of profit
or loss and other comprehensive income, consolidated
statement of changes in equity, consolidated statement
of cash flows and related notes cover nine-month period
from 1 April 2015 to 31 December 2015 and therefore
may not be comparable with amounts shown for the
current reporting period.
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2. 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 (the “HKICPA”) for the first time in
the current year:
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Amendments to HKFRSs ~ Annual Improvements to
HKFRSs 2012-2014
Cycle
Amendments to HKFRS Investment Entities:
10, HKFRS 12 and Applying the

HKAS 28

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16

and HKAS 38

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 27

Consolidation Exception

Accounting for Acquisitions
of Interests in Joint
Operations

Disclosure Initiative

Clarification of Acceptable
Methods of Depreciation
and Amortisation

Agriculture: Bearer Plants

Equity Method in Separate
Financial Statements

The application of the amendments to HKFRSs in the
current year has had no material effect on the Group’s

financial performance and positions for the current year

and prior period and/or on the disclosures set out in these

consolidated financial statements.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

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:

HKEFRS 9
HKEFRS 15

Financial Instruments!
Revenue from Contracts
with Customers and the
related Amendments!
HKEFRS 16 Leases?
Amendments to HKFRS 2 Classification and
Measurement of
Share-based Payment
Transactions!
Amendments to HKFRS 4 Applying HKFRS 9
Financial Instruments
with HKFRS 4 Insurance
Contracts!
Amendments to HKFRS 10  Sale or Contribution
and HKAS 28 of Assets between an
Investor and its Associate
or Joint Venture?
Amendments to HKFRS 15 Clarifications to HKFRS 15
Revenue from Contracts
with Customers!
Amendments to HKAS 7 Disclosure Initiative*
Amendments to HKAS 12 Recognition of Deferred
Tax Assets for Unrealised

Losses*
Amendments to HKFRSs ~ Annual Improvements to
HKFRSs 2014-2016
Cycle’
1 Effective for annual periods beginning on or after 1 January
2018
2 Effective for annual periods beginning on or after 1 January
2019
3 Effective for annual periods beginning on or after a date to
be determined
4 Effective for annual periods beginning on or after 1 January
2017
s Effective for annual periods beginning on or after 1 January

2017 or 1 January 2018, as appropriate.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

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 of the financial
asset give rise on specified dates to cash flows that
are solely payments of principal and interest on
the principal amount outstanding, are measured
at FVTOCIL. 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.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 Financial instruments (continued)

o 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.

Based on the Group’s financial instruments and risk
management policies as at 31 December 2016, the
application of HKFRS 9 in the future may have a
material impact on the classification and measurement
of the Group’s financial assets. 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 that effect until a detail review has been
completed.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes 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.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 15 Revenue from Contracts with Customers
(continued)

The core principle of HKFRS 15 is that an entity should
recognize 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:

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

o Step 2: Identify the performance obligations in
the contract(s)

° Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract(s)

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

Under HKFRS 135, 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
HKEFRS 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, principal versus agent considerations, as well
as licensing application guidance.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 15 Revenue from Contracts with Customers
(continued)

The Directors anticipate that the application of HKFRS
15 in the future may have an impact on the amounts
reported as the timing of revenue recognition may be
affected/and the amounts of revenue recognised are
subject to variable consideration constraints, and more
disclosures relating to revenue is required. However, it
is not practicable to provide a reasonable estimate of the
effect of HKFRS 15 until the Group performs a detailed
review. In addition, the application of HKFRS 135 in the
future may result in more disclosures in the consolidated
financial statements.

HKEFRS 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 HKAS 17 Leases and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled
by a customer. Distinctions of operating leases and
finance leases 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, except for short-term leases and leases of low
value assets.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 16 Leases (continued)

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 investment 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 principal and an
interest portion which will be presented as financing and
operating cash flows, respectively.

Under HKAS 17, the Group has already recognised
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 contrast 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
HKERS 16.
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 16 Leases (continued)

As at 31 December 2016, the Group has non-cancellable
operating lease commitments of HK$3,495,000 as
disclosed in note 35. 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. In
addition, the application of new requirements may result
changes in measurement, presentation and disclosure
as indicated above. However, it is not practicable to
provide a reason estimate of the financial effect until the
Directors complete a detailed review.

For other new and revised HKFRSs, the Directors do not
expect a material impact on the amounts reported and
disclosures made in the Group’s 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 of Hong
Kong Limited (“Listing Rules”) and the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for investment
properties and certain financial instruments that are
measured at fair values at the end of each reporting
period, as explained in the accounting policies set out
below.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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

The principal 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.

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 and other comprehensive income 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.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

All intra-group 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 equity component, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to shareholders 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.
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Business combinations

Acquisitions of businesses (including business
combination under common control) 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 Income Taxes and HKAS 19 Employee
Benefits respectively;

o 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

o 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.
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Business combinations (continued) RELGHE)

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.

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation. Investment properties
include land held for undetermined future use, which is
regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are measured at their fair values. All of the Group’s
property interest held under operating leases to earn
rentals or for capital appreciation purposes are classified
and accounted for as investment properties and are
measured using the fair value model. 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 and no future economic benefits are
expected from its disposals. 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 property) is included in the profit or loss
in the period in which the property is derecognised.
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Investment properties (continued)

Owner-occupied properties are transferred to investment
properties when and only when there is a change in use
evidenced by end of owner occupation. At the date of
transfer, the properties are measured at their fair value,
with any gain being recognised in other comprehensive
income and accumulated in “property revaluation
, which will not be reclassified to profit or loss
at the time of disposal (it will instead be transferred to
retained earnings at the time of disposal).

reserve”

Non-current assets held for sale

Non-current assets are classified as held for sale if their
carrying amounts will be recovered principally through
a sale transaction rather than through continuing use.
This condition is regarded as met only when the asset is
available for immediate sale in its present condition and it
is highly probable that the sale will be completed within
one year from the date when the asset is reclassified as
held for sale.

Investment properties classified as held for sale are
measured using the fair value model in accordance with
HKAS 40 Investment Property.

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation (except for freehold
land) and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment (other than
freehold land) over their estimated useful lives and after
taking into account their estimated residual value, 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Freehold land is not depreciated.

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.

3.
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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.

Properties under development for sale HERRETYXE

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. Net realisable
value is determined by reference to estimated selling price
less anticipated costs to completion of the development
and costs to be incurred in marketing and selling the
completed properties.

Cost includes the costs of land, development expenditure
incurred and, where appropriate, borrowing costs
capitalised during construction period.

Properties under development are transferred to
properties held for sale when the relevant completion
certificates are issued by the respective government
authorities.

Impairment on tangible assets

At the end of the 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. Where a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.
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Impairment on tangible assets (continued)

Recoverable amount is the higher of fair value less
costs to sell 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.

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

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of 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 (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately
in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) TETH(E)
Financial assets SREE

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

Effective interest method
The effective interest method is a method of calculating

the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, 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, except for short-term receivables
where the recognition of interest would be immaterial.

Financial assets at FVTPL
Financial assets at FVTPL of the Group are financial

assets held for trading and designated as at FVTPL. A
financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Financial assets at FVTPL (continued)

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

o it is a derivative that is not designated and effective
as a hedging instrument.

A financial asset other than a financial asset held for
trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be
designated as at FVTPL upon initial recognition if:

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

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

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract to be designated as at
FVTPL.

Financial assets at FVTPL are stated at fair value, with
any gains or losses arising on remeasurement recognised
in profit or loss. The net gain or loss recognised in profit
or loss excludes any dividend or interest earned on the
financial assets and is included in other gains and losses
in the consolidated statement of profit or loss. Fair value is
determined in the manner described in note 34.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) 2T AE)
Financial assets (continued) SRMEEE)

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 receivable,
pledged bank deposits, restricted bank balances, and
bank balances and cash) are carried at amortised cost
using the effective interest method, less any identified
impairment losses (see accounting policy on impairment
loss on financial assets below).

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

Impairment of financial assets
Financial assets, other than those at FVTPL, are assessed

for indicators of impairment at the end of the reporting
period. Financial assets are considered to be impaired
where 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 other financial assets, the objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

For certain categories of loans and receivables, such
as trade 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 receivables could include the Group’s
past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the
credit period, as well as 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 the
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 assets is reduced
by the impairment loss directly for all financial assets
with the exception of trade receivables and amounts due
from subsidiaries, 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 a trade receivable or amount due
from a subsidiary is considered uncollectible, it is written-
off against the allowance account.

3.

ETEEHHRRA)

AT A (E)

EHEE(F)

EREEBE ()

AEZEBRHREE TEMNERMEWRKIEM S - WaT
A EERERIRE EERRIRBEEEETRERN
ff o BUGKIA 2 BEURER R A e R R AR BB E WL
% MHANEEEFREBREEHZIZIMAB - ARERE
WO B B R B 2 2B S )7 2 ASBHR U BR R & -

PIRE AR SREEMS @ R ZREBERS
BRREAEREERRSREEVRBERNEI 2 G
ARERRERERER 2 ZRBTE

RIERASRZERMEEMNS - REBRSRIREERA
BEERBEREELUSREEARITH SR MEBIRAMSMEFT
ARREREREECEZRTHE - BRAREBBRTNERE
AR E (R T XS »

BB ZEMIRR BRI B R RRIEN - FIESRMEELZ
BHEBREEZERTREERIETNR MEAKEES
BERERBERELIIR BERZEEEZHNES
HER - 1 2 AR R AP 8 A BRI SRR R A
@l - AR BRI -



Annual Report 2016
B AEEH

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e ISR

HE_Z-RET+A=T—RHILEE

SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) LETHEE)
Financial assets (continued) LHEE ()
Impairment of financial assets (continued) T EEZ B E ()

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

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 entered into and the definitions of a
financial liability and an equity instrument.

Financial liabilities

The Group’s financial liabilities (including trade payables,
amounts due to related companies and ultimate holding
company, loans from a related company, bank overdraft
and bank and other borrowings) are subsequently
measured at amortised cost, using the effective interest
method.

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 paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial 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 (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Equity instruments

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

Financial 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 terms of
a debt instrument.

Financial guarantee contracts issued by the Group are
initially measured at their fair values and, if designated
as at fair value through profit or loss, 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

(i)  the amount initially recognised less, when
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, 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) 2T AE)
Derecognition (continued) BUHER ()

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

REBRRERAEE 2 EEERR - REHEIERE -
FEREERCRAE  CEURRRZ R A ERAER
BN REMNKEZ ZENBEER -

Leasing HE

Leases are classified as finance leases whenever the terms ”‘Tﬁfﬂ‘%?ﬁl WP BAE 5 R & B 3R EE T A A
of the lease transfer substantially all the risks and rewards ' fﬁf}ﬁﬂ SERMENRE - MEEMESH Y ERKE
of ownership to the lessee. All other leases are classified as fﬁ =

operating leases.

The Group as lessor AEBEREHBA

Rental income from operating leases is recognised in KEHEZHEWAREBEBANUERENBRER
profit or loss on a straight-line basis over the term of the EER R EHEREE 2 *E&ﬁ)ﬂimiﬂ g5

relevant lease. Initial direct costs incurred in negotiating EZIREE -

and arranging an operating lease are added to the

carrying amount of the leased assets.

The Group as lessee AEBEREBEA

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are determined on a
first-in-first-out basis.

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 those assets are
substantially ready for their intended use or sale.

KEEENRIRA BB ERR AR

7E

FEUKAE SR FEME cBEEIE - 78
TR BT -

SR AR

EEHA

HIWE  BEREEZTERBRTERRENENEE
ZREREBEERABIBERSE  AMARSTEENK
K HERFEEAAMELFERERGAHERL -

107



ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e ISR

BE-T—AFtAS+— AL
3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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Borrowing costs (continued)

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.

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/period. Taxable profit differs from loss before
taxation as reported in the consolidated statement of
profit or loss and other comprehensive income 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 base 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
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Taxation (continued) HE(E)

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

The carrying amount of deferred tax assets is reviewed

BEEBIARE TR BN B AR M2 QR 2 RE R
RN E R ZEER - EARERNEHEREE L
B E RERER AR A R AR m ARSI o

BELEREREZ FRHESNEREHNEEE B iR - W

at the end of each reporting period and reduced to the HAREIUR - B2 I T S SR s A AT U [l 2 #0 sk 5B
extent that it is no longer probable that sufficient taxable DEERILE -

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 RENBEEERBERENAGBREREENANENER

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

Taxation (continued)

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.

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 the
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing 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 or loss on disposal or
partial disposal of the Group’s interests.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

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. HK$) using exchange rates
prevailing at the end of each reporting period. Income
and expenses are translated at the average exchange
rates for the period, unless exchange rates fluctuate
significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated
in equity under the heading of “exchange reserve”
(attributed to non-controlling interests as appropriate).

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, or a partial disposal
of an interest in a joint arrangement that includes a
foreign operation of which the retained interest becomes
a financial asset), 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.

Retirement benefit costs

Payments to Mandatory Provident Fund Scheme and
other retirement benefit schemes are charged as an
expense when employees have rendered service entitling
them to the contributions.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probably 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 hotel operations is recognised when the
relevant services are provided.

Property management fee income is recognised in profit
or loss when the services are rendered.

Dividend income from investments is recognised
when the shareholder's right to receive payment has
been established (provided that it is probable that the
economic benefits will flow to the Group and the amount
of income can be measured reliably).

Interest income from financial assets 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 the estimated future cash receipts through
the expected life of the financial asset to that asset's net
carrying amount on initial recognition.

Revenue from sale of properties developed for sale is
recognised upon delivery of properties to the purchasers
pursuant to the sales and purchase agreements. 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.

The Group’s accounting policy for recognition of revenue
from operating leases is described in the accounting
policy for leasing above.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY 4. BREETAHEREFTHBEZ 2 T ERE
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, RIERWEIMMASEBE ST BERR - EFHE T RERHE
which are described in note 3, the Directors are required thER RGN EE RS ERTDEEDHE - G5 RE
to make judgements, estimates and assumptions about oo ZEMETRAE FﬁTEJm]VFETJ%L{IZ“‘%&Efﬁ?ﬁﬁ@?’%ﬁ
the carrying amounts of assets and liabilities that are not M ARED - BERERATEF BN LLERH -

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 ARG RAEBRRSBERT - B EHEIRTE
on an on-going basis. Revisions to accounting estimates 1ERTAETEAR » B S AT EZRER - B BB &
are recognised in the period in which the estimate is LIRS AR KA ¢ RFE(SETHAR KR PR HAR RERR o
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 ERETBEZEXH B

The following are the critical judgements, apart from EERNEAREESHBERZBRETR  BZESREH(R
those involving estimations (see below), that the Directors T3 2 FERSN - TMEH A N 4R & B Ik 2 B EREEE
have made in the process of applying the Group’s ERREATEZ EXRFIE

accounting policies and that have the most significant
effect on the amounts recognised in the consolidated
financial statements.

Determination of functional currency of the Company EEAARZIhEEE

The Group operates in Hong Kong, the United States of AEEEEE ENNBERBE([EE]) - FE - FTmE &
America (the “USA”), the PRC, Singapore and Japan. Its AR LT - E%@n&ﬁ?ﬁi%’i.,\%z« SFTEHE S B
revenue and expenses are denominated in the respective ZEMEEIHE  REBEERBINEEED RSB £
local currency of the group entities it operates which T(ZExTD - ARBTARED - %ﬁﬂﬂiﬁﬁ(f%ﬁbﬂiﬁﬁ”
includes HK$, United States dollars (“USD?”), Renminbi EAE(THED - REEARGZINEEER - 8EER
(“RMB”), Singapore dollars (“SGD”) and Japanese Yen AR E EARR T R E B R RS S RB REE S S
(“JPY”) which are the functional currencies of the group Rz B ARARRIREWRBRATARHBDEEEEHHA
entities. In determining the functional currency of the BILAHE  BEREERDBBRBTEERRBINAEZ R - &
Company, the management has carefully considered the EIRER AT SR A AR AR D B R P 2 BOBIR
currencies to which the Company and its subsidiaries 5o Bt - EFARAEUNETIERANRRIZINEEE -

have exposed arising from their operating and financing
activities. The management considered that HKS is able
to represent most faithfully the economic environment the
Company operates because substantial financing activity
of the Company and its subsidiaries are denominated
in HK$ and investment strategies are considered with
reference to the volatility against HK$. Accordingly, the
Directors determine that HKS$ is the functional currency
of the Company.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Critical judgements in applying accounting policies
(continued)

Deferred tax on investment properties

For the purposes of measuring deferred tax liabilities or
deferred tax assets arising from investment properties
that are using the fair value model, the Directors have
reviewed the Group’s investment property portfolios
and concluded that the Group’s investment properties
situated in the USA 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 whereas those situated
in the Hong Kong and Singapore are not held under such
a business model. Therefore, the presumption that the
carrying amounts of investment properties are recovered
entirely through sale is rebutted for properties situated
in the USA but is not rebutted for properties situated in
Hong Kong and Singapore. As a result, the Group has
not recognised any deferred taxes on changes in fair value
of these investment properties located in Hong Kong
and Singapore as the Group is not subject to any income
taxes on disposal of these investment properties. The
presumption that the carrying amount of the Group’s
investment properties in the USA is to recover through
sale rather than through use has been rebutted and
deferred tax on the changes in fair value is recognised
according to the relevant tax rules.

Key sources of estimation uncertainty

The following and those disclosed in note 37 are the key
assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year.

MBS HERET TABEZEZ T ERR(F)

BB K EAXH B ()

REBEMH ZIELEH R

AR FEERFECRENEEE ZEEHRAEELR
BEME  EFCRHMAKBEZREVFRAS  BE/LE
BN KB ZREMEARFEN (R B IR RMmIEE
BHERRRENEMEE CRABAKENR)FE M
AEMNER RN Z R EMERAL AR R ER S
B Bt SMUREBZMEMS @ BRHE2EHEKE
BYEREEZRERHESR - ERLRNEBRI IR ZY
EME - REMTHIESR - ARARELEMNEE L
I 7 IE YR BAGMERPASN - MASEY Bt
AZEREME 2 AV EZSHERETMRELHE - LAKE
UREBZHEMEREENS - BBHEMIEELRAEYK

FHEZRECHER - RO RBBEEHBRAR L FE
Z BEHERIEEIA o
et THEE & 2 FEHKIF

AT RME37AIE 2 BRI RAEBARZ ERRR LN |
SHRGEERGTARER(SERTRMBEEAZ
BEMABREEHRANBRARZEANRR) 2 KB EER
R e
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Fair value measurements and valuation processes

Certain assets of the Group are measured at fair value for
financial reporting purposes. In estimating the fair value
of an asset, the management of the Group uses market-
observable data to the extent it is available. Where
Level 1 inputs are not available, the Group engages
independent qualified professional valuer to perform
the valuation. The Group’s investment properties are
carried at fair value. At the end of each reporting period,
the management of the Group works closely with the
independent qualified professional valuers to establish
and determine the appropriate valuation model and
techniques and inputs, such as monthly market rent and
capitalisation rate, for Level 3 fair value measurements.
Where there is a material change in the fair value of the
assets, the causes of the fluctuations will be reported
to the Directors. Information about the valuation
techniques, inputs and key assumptions used in the
determination of the fair value of investment properties
are disclosed in note 14.

The Directors have exercised their judgment are satisfied
that the assumptions used in the valuation are reflected
of the current market conditions. Changes to these
assumptions would result in changes in the fair values of
the Group’s investment properties and the corresponding
adjustment to the fair value changes resulted in the
consolidated statement of profit or loss.

RS HERET THABERZ T ERR(F)

st TR £z £ BRI ()

DN EFERMEEER

AUBREMS - AEBEETEEARTEFTE - REE
BEZATER A&EEEECRAIRMSIBEY
& WEZESE - RBABE  AEENZEBELS
RERMGEEMETREE ARBEZREMERAFET
k- MEMESHRAEER - ZIKEI BEABYAERE
XEEMEZAE  RE=RAPEFERIMRTEE
ZEEERE - TR ABE(WEATSEES RERCE
) o MEEZAFEBFEAND  HEKBREASAEER
H o BERBMEAHERARMGERN - BABERE
ERRZERNI I 14 -

EERHAEREMEEMBZBRERRFITIN - ZF
BREPHERARERENE I AHERZH MNREE
HEEZ AT EZBEHSERHE -
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Net realisable value assessment of properties under
development for sale

The Group carried out impairment assessment on
properties under development at each end of each
reporting period by comparing the cost and its net
realisable value. The net realisable value is the estimated
future selling price less estimated cost of completion
and the estimated costs necessary to make the sale (if
any). The estimated future selling prices are estimated by
management with reference to the Group’s pre-sale selling
prices and the recent selling prices of similar properties
in the nearby or relevant locations. The management
also estimated the estimated future selling expenses
and the expected costs to completion by reference to
the actual selling expenses of the Groups' completion
projects, adjusted by certain current market data, the
legal and regulating framework and general market
condition. The Group’s properties under development
for sale are all situated in the PRC, details of which are
set out in the consolidated statement of financial position
and note 17. At 31 December 2016, the aggregate
carrying amount of properties under development for
sale amounted to approximately HK$1,438,523,000
(2015: HK$801,878,000) are expected to be recovered
through future sales and stated at the lower of cost and
net realisable value. All of which are expected to be
recovered higher than the cost and hence no write down
to net realisable value is required at the year ended 31
December 2016.

RS HERET THABERZ T ERR(F)

145t THEI £ 2 TEXKE (&)
FERRTYEZTRRFENG

AEEFBE LA ANBEATERFE REREPHEE
BEEREPYEEITRMETG o AR FE IR ER R
EERAFT R AR HENE 2 AR (B FE -
HETRREBNAEERELSEAEE 2 BEERRHT
YA UM E TS ERE L - BEEED
2ERAEERTHEMENERHEEAI G RAREE
X RIEMT IR AT - BEERHEERAXDRE
ETREMBEE  AENRETEHALREETIELH
B AEEZHFEEHRPWEAMNPR - HFEHNEE
AFBRRNBREMFL7 - R-EBE—RE+-A=+—
H  SEERPYERABEHETELN1,438,523,000/8 T
(ZZ—HF : 801,878,000/ 0 ) FBHAR BB AR E T U
Y - IR A R AT IR ERE 2 BREEVE - BEC
T-ANF+-A=1+—RLFE IEFEERTYESE
HAR AR AR AN Z (BAR UL B - BUEZB IR 2= AT IR A -
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5.

REVENUE AND SEGMENT INFORMATION 5. Wam ko EER
1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—EB-XE —T-EHE
—H—H=Z AR—H=Z
—E-XE —E-REF
+=ZB=+—H +=A=+—H
HK$°000 HK$°000
FHET THET
Revenue is analysed as follows: WA
Rental income e A 53,826 35,487
Income from hotel operations B S WA 6,969 5,113
Dividend income from financial assets at fair value 1ZAFEFFAEZREZ
through profit or loss TREERBKA 8,704 1,492
Property management fee income YHEEBBIA 9,736 1,513
Interest income FEUWA 334 335
79,569 43,960

Information reported to the board of directors of the
Company (the “Board”), being the chief operating
decision maker (“CODM?”), for the purposes of resource
allocation and assessment of segment performance is
based on different business activities of the Group. This
is also the basis upon which the Group is organised and
managed.

Accordingly, the Group’s reportable segments under
HKFRS 8 are as follows:

a) Securities trading and investment

b) Property investment and management in the USA
on American Housing REIT, Inc. (“AHR”) and
Global Medical REIT, Inc. (“GMR?), both are
operated and managed by a subsidiary of the
Group

) Property investment other than AHR and GMR

d) Hotel operations

e) Property development in the PRC

AARFEEE([EFE])  WXBEERRE(XEE
ERRE ) REFEERD B RS BRIRTE 2 EREAAR
SETRAXBLBAER - WTEAKRBHEBLEER ZE

it - REBREEEMEIRE LR ESH 2 A MG HMm

a) BEHEEBEREE
b) American Housing REIT, Inc. ([ AHR | ) % Global

Medical REIT, Inc.([ GMR |) (¥5 g 7 £ [E — St 8
NANEERER)NER 2 MEREREE

) AHR & GMR LASN 2 24558
d) B E ¥

e) PEMEERE
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5. REVENUE AND SEGMENT INFORMATION
(continued)

The Group has property investment and management
businesses in Hong Kong, the USA, Singapore and Japan.
Other than AHR and GMR which operate in the USA,
the property investment businesses in other regions are
aggregated into one reportable segment.

The following is an analysis of the Group’s revenue,
results and assets by reportable and operating segments:

Segment revenue and results

Securities trading and investment &% 8 & MI&E

Property investment and AHREGMRPAZEE 2 #)
management in the USA ERENER
on AHR and GMR

Property investment other than ~ AHR & GMRASN 2 #)%
AHR and GMR ®E

Hotel operations ST

Property development in the PRC R E#3 %R

Others Hith

Unallocated corporate income KB A FUA
Unallocated corporate expenses k7B A TR
Other gains and losses H A Yas R EsE
Unallocated finance costs KRB Eh & KA

Share of loss of an associate
Share of loss of a joint venture

DIEEE AR ZEE
MEREREZER

Loss before taxation bR AT 18
Income tax expense ERET3
Loss for the year/period FE/HEEE

118

5. W@ERkDIERE)
AEBENER  XB - IMERAAHEENERERERE
%7 © BRAHR R GMRICSEBIAR 751 - Hpiblz 24
EREEBAIHE AR HREDE ©
REBIRATRE ML H 2 e - FEREEDTNOT -
ZEP R FEAE
Segment revenue Segment results
2 EPuk e paiE
1.1.2016 to 1.4.2015 to 1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015 31.12.2016 31.12.2015
E-RF —E-IF ZE-RF —E-RF
—A—HZ MA—HZ —HA—BZ MA—HZ
—B-ARF —E-EHF —E-REF —E-HF
+=ZA=+-HB +ZA=+-B +=ZA=t+t—-H +=ZA=t-H
HK$°000 HK$°000 HK$°000 HK$’000
FET FET FERT FET
8,704 1,492 (14,790) 1,216
47,433 26,191 (31,986) (13,067)
16,129 10,809 8,045 (5,783)
6,969 5,113 (928) (858)
- - (17,996) (6,996)
334 355 218 114
79,569 43,960 (57,437) (25,374)
858 441
(14,647) (36,820)
19,397 45,477
(142) (1,053)
- (61)
- (353)
(51,971) (17,743)
(4,614) (1,450)
(56,585) (19,193)
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5. REVENUE AND SEGMENT INFORMATION 5. WK D EWER (&)

(continued)

Segment revenue and results (continued)

Securities trading and investment

Property investment and management in the USA
on AHR and GMR

Property investment other than AHR and GMR

Hotel operations

Property development in the PRC

Unallocated assets

BB R R AE ()

BHEBEBEREE

AHR FGMRRIER 2~
MERERER

AHRZGMRIASNZ W1 3£45 &

B JE 75

FEIYIEEER

Annual Report 2016
B AEEH

Segment assets

AOEEE

PEHEE

2016 2015
—B-AF —E-ff
HK$°000 HK$’000
FET FERT
191,518 10,072
165,900 591,015
537,053 509,978
7,740 7,655
2,637,334 810,259
3,539,545 1,928,979
158,640 257,110

3,698,185 2,186,089
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REVENUE AND SEGMENT INFORMATION

(continued)

Other segment information

For the year ended 31 December 2016

Amounts included in the measure of

HARBEEINHEE

segment results or segment assets: HEZEE:

FENERDE HER
property, plant and equipment RELRE

Depreciation of property, plant and equipment %1% + B Rk EHE

Gain on disposal of investment properties ~ HERENE 7 iz

HE-RBELA NG

Bad debts written-off in respect of accounts  FiEMEF TR
receivable

Additions to investment properties and

Gain on disposal of an associate

(Loss| gain on disposal of subsidiaries HENBAT 2 (B8 &

Increase (decrease) in fair value of investment R & 4% 2 AT EEN
properties (H2)

Decrease in fair value of financial assets FATEABR SBEE
at fair value through profit or loss ATERD

Securities
trading and
investment

HK§000
TAR

BA7

5. W@ERDIERE)

Bt 5 BFE#

BE-_Z—R"FE+-HA=1+—HLEE

Property
investment
and
management
in the USA
on AHR

and GMR
AHRRGMR
REEZNE
REREE
HK$'000
TEn

294530
3
349

387
(12,333)

1371

Property
investment
other than

AHR

and GMR
AHRR:GMR
Wz
EL
HK$'000
T

32
§52

(20)

Hotel
operations

BEERH
HKS'000
TERL

28
201

Property
development
in the PRC

TENEYR
HKS'000
Thn

13
55

Unallocated

AR
HKS'000
Thn

3
163

8367

9,205

Total

i
HK§000
T

294635
1,002
349
8,367

387
(13,128)

1,050

BA7
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5. REVENUE AND SEGMENT INFORMATION 5. WK D EWER (&)

(continued)
Other segment information (continued) Bt 5E# (&)
For the period ended 31 December 2015 BE-Z-AF+-A=+—HLHHB
Property
investment
and Property
management investment
Securities in the USA other than Property
trading and by AHR AHR Hotel ~ development
investment and GMR and GMR operations inthePRC ~ Unallocated Total
AHRRGMR  AHRRGMR
E5RER  REEZNE % v
R RERER ES EEZY  DENEER Eiy &3t

HK§000 HK§'000 HK$'000 HK$000 HKS'000 HKS'000 HKS'000
TAR TR T TERL Thn Thn TAR

Amounts included in the measure of segment AP BEEAHHEE
results or segment assets: HEZEE:

Additions to investment properties and REMERYE  BER

property, plant and equipment JEIRE - 254,500 259 - - 150 254,909
Depreciation of property, plant and equipment %1% + B Rk EHE - - - 88 - 1,108 1,19
Gain on disposal of investment properties HEREE E - 26 - - - - 226
Gain on disposal of a joint venture HE-ARME IE - - - - - 279 279
Gain on disposal of available-for-sale HEqMLELHEE Y

financial assets ks - - - - - 2,055 2,055
Bad debts written-off in respect of accounts  FiEMEF TR

receivable - 107 - - - - 107
Loss on disposal of property, plant and LENE BER

equipment Bl - - - - - 258 258
Increase (decrease) in fair value of investment R & 4% 2 ATEEN

properties (B) - 1,340 (11,832) - - - (10492)
Decrease in fair value of financial assetsat ~ RATEFABH ERHEE

fair value through profit or loss NHERD 131 - - - - - 131
Bargain purchase arising from acquisition of ~ WENEBLT 2 ZENE

subsidiaries - - - - - 47,738 47,738
Tmpairment loss recognised in respect of SRR NR 7 ERED Y

interest in an associate HERE - - - - - 2,540 2,540
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5.

122

REVENUE AND SEGMENT INFORMATION
(continued)

Other segment information (continued)

The accounting policies of the operating segments are the
same as the Group’s accounting policies described in note
3. Segment results represent the profit from (loss incurred
by) each segment without allocation of certain items,
mainly comprising certain corporate income, certain
other gains and losses, share of result of an associate,
share of result of a joint venture, certain depreciation,
certain administrative expenses, Directors' and chief
executives' salaries and certain finance costs. This is the
measure reported to the CODM for the purposes of
resource allocation and performance assessment.

For the purposes of monitoring segment performance
and allocating resources between segments, all assets are
allocated to operating segments other than unallocated
assets (comprising certain property, plant and equipment,
interest in an associate, certain other receivables, deposits
and prepayments, and certain bank balances and cash).

Information about segment liabilities is not regularly
reviewed by the CODM. Accordingly, no such
information is presented.

WK o BER (H)

Bt 7 EE# ()

KEDEZ SRTBER ANl 2 AR HE 2 -
7 BPEAE ?‘é%%ﬁﬁ%ﬂlZﬂiFﬂ(?iZ%%) WS FE
TIHEE  FEFETARBA  ETHEMKE &JEETE :
DME—FEEERRERE DM HeEhREEE  BTH
E ETTBAX BERIZTBRABZHFLSALET
BERAK - WM EREERREZMAFERD MK
R 2rtE8RE -

REEDBRANNRDESIEERNE - AEEEESD
EELEDH  ERDEEE(BRETHE  BERX
- MN—RHBEARzER  BTHEMERIE - REk

TN RIBLA RS TERTTAEBR MR E ) BRAD

TEREAREN R ERENDAE
EEFZIEER o

EZER o Btk - 3



Annual Report 2016
B AEEH

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e ISR

HE_Z-RET+A=T—RHILEE

5. REVENUE AND SEGMENT INFORMATION 5. Wi R o ERE R ()
(continued)
Geographical information HEER

The Group’s operations are located in five (2015: five) REEEBENAE(ZZE—0F - AfE)EEmE - K&
major geographical areas. Information about the Group’s REIINBEP WG BRI DEREPHETIS 25 -
revenue from external customers is presented based on T ERNERE 2 REM - NREFIFRSEE(ERT A
the geographical market of the customers, irrespective BN 2 ERTHEREEMEET -

of the origin of the goods and services. Information

about the Group’s non-current assets, excluding financial

instruments, is presented based on the geographical

location of the assets.

Revenue from

external customer Non-current assets

REIIMBEF KR FRBEE
1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015 2016 2015
—E-REF —E-HF
—R—B=E MA—HBHZE
—E-REF —E-HF
+=HA=+—-H +=H=+-H —E-RF —E-0fF
HK$°000 HK$°000 HK$’000 HK$’000
FHERT FTHER FTHER THER
Hong Kong a5 2,850 3,235 99,235 100,139
The PRC s 267 - 83 135
North America =M 56,437 26,799 113,321 613,889
Singapore A 9,312 6,546 336,104 344,444
Japan SN 10,703 7,380 54,330 51,824
79,569 43,960 603,073 1,110,431
Information about major customers FHETEEFZEHN
Included in revenue is an amount of HK$17,823,000 BHE_ZT—XRF+-_A=+—HILFE  hxeERKEX
from one customer (1.4.2015 to 31.12.2015: one SE 2L 2R E RIRE DB RAHR RGMRAZER 2 ¥)

customer amounting to HK$9,409,000) in the Group’s
security trading and investment segment and property
investment and management in the USA on AHR
and GMR segment (20135: property investment and
management in the USA on AHR and GMR) which
contributed 10% or more of the Group’s total revenue
for the year ended 31 December 2016.

ERENEESE(ZFT—RF - AHRKGMRREEZ¥)
FRENER) —REP ZHIA17,823,0008 T(ZF—H
EMB—RAE-ZE—RAF+-RA=+—H: —®BERFZX
18 + 59,409,000/ 70) - ERMASEBEE10%3 A E -
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6. OTHER GAINS AND LOSSES 6. Hit = R EH
Gain on disposal of investment properties HEREMEZ W
Gain on disposal of an associate (note 15) HE S ARz WS

124

(Hf715)
HE—Mag ¥l
Gain on disposal of available-for-sale financial assets 1 A[ K& & g E E 2 W
Bad debts written-off in respect of accounts receivable Tt & U8R 21l $5 12 BR
HEME - BER&REEE
HEME AR 2 B (Hi730(a)
£30(b))
B H Was (B518) F 88
KEMFE 2 NTHEEMORD)
(Kt 14)
BATEABR 2 2REE
RNEEEINCRED)

Gain on disposal of a joint venture

Loss on disposal of property, plant and equipment

Loss on disposal of subsidiaries (notes 30(a) and
30(b))

Exchange gain (loss), net

Increase (decrease) in fair value of investment
properties (note 14)

Increase (decrease) in fair value of financial assets
at fair value through profit or loss

— realised —BE#R
— unrealised —REI
Bargain purchase arising from acquisition of UK BB B A B 2 sk B U iR
subsidiaries (nzote 29) (H1:229)
Impairment loss recognised in respect of amounts  FLEUIK IR & A 51 ZIBFER
due from an investee (note 19) BIEEE(H:F19)
Impairment loss recognised in respect of interest TR —fEH A B 2 Em R
in an associate BEEBE

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-AE —E-fHf
—-A—BZ mA—BZ
—E-AE —E-fHf

+=B=+-B +=A=+-8
HKS$’000 HKS$’000

FHExT FHET
349 226
8,367 -
- 279

- 2,055
(387) (107)
- (258)
(13,128) -
2,390 (2,334)
1,050 (10,492)
6 (755)
(23,423) 886
- 47,738

- (4,625)

- (2,540)
(24,776) 29,811
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7. FINANCE COSTS 7. 5= 2%
1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-XRE —E-RE
~B-BE mE—BE
—E-XE —E-RE
+=ZB=+—H +=A=+—H
HK$’000 HKS$°000
FHET THET
Interests on: T EEZFE
Bank and other borrowings RITREHMEE 19,753 13,322
Loans from a related company KB —MERBEARIZER 11,381 3,893
31,134 17,215
Less: capitalised in properties under development & : W3 EREPYE
for sale ERMbz &% (11,381) (3,893)
19,753 13,322
Borrowing costs capitalised during the current year arose REFRNERME 2 EFRAARTIREFENER/4% (ZE—1

on the specific borrowings which are the rates of 4% F:4%)2BEER
(2015: 4%) per annum.
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8. LOSS BEFORE TAXATION

Loss before taxation has been arrived at after

charging:

Total staff costs:
Directors’ emoluments (note 10(a))
Other staffs:
Salaries and other benefits
Retirement benefit scheme contributions

Total employee benefit expenses

Less: capitalised in properties under development

for sale

Auditor’s remuneration

— audit services

— non-audit services
Operating lease payments

Depreciation of property, plant and equipment

after crediting:

Gross rental income from investment properties

Less: direct operating expenses incurred for:

— investment properties generated rental income
— investment properties that did not generate rental

income
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8. KBAIEE

BRI AR IR FNR T 5 & 1A

B TRAHER
BE=HM(HaL10(a))
HiET :
e kHMEN
RIREFIET IR

EERENM &R
B R EERTYE
N | ey

% Gkl
— 2R
— IFBRES
ERENR

W BERRETE
WA

REMEES WAL
B TEEZ BREERX
—RELHESWAZREME
—RUEELHESWAZERE
E2ES

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-AE —E-AHf
—-A—B% mA—BZ
—E-AE —E-fHf
+=B=+-B +=A=+-8
HKS$’000 HKS$’000
T FHT
1,781 6,952
19,201 14,011
1,118 475
22,100 21,438
(487) -
21,613 21,438
1,810 1,810

40 160

1,371 2,489
1,002 1,196
53,826 35,487
(12,317) (8,832)
(326) (517)
(12,643) (9,349)
41,183 26,138
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9. INCOME TAX EXPENSE

9. FEEIAX
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B AEEH

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-XRE —E-AfF
—HA—HBZE A—R=ZE
—E-XRE —E—-AF
+=ZB=+—H +=A=+—H
HK$’000 HKS$°000
FHET FHERT
Income tax expense comprises: FiSRF s 845 -
Current tax REARIE
— Hong Kong —&E - -
— Overseas — g4 5,437 63
5,437 63
(Over)under provision in prior years BEFE(GRREREE) BETR
— Hong Kong — &5 - -
— Overseas — 85N (498) 850
(498) 850
Deferred taxation (note 28) BRI (H77728) (325) 537
4,614 1,450

Hong Kong Profits Tax is calculated at 16.5% on the
estimated assessable profits for the year/period.

PRC Enterprise Income Tax is calculated at the
applicable income tax rate of 25% on the assessable
profits of the companies.

No provision for Hong Kong Profits Tax and PRC
Enterprise Income Tax has been made in the consolidated
financial statements as there are no assessable profits in
Hong Kong and the PRC for the year/period.

Singapore income tax is calculated at 17% of assessable
profit for the year/period. According to the relevant
Singapore tax regulations, certain Singapore subsidiaries
of the Group enjoyed the partial tax exemption and tax
rebate during the year/period.

ZEE /PR EERNEB I REERTUAT216.5%

55 o

PEPEMSRIZZE R RIERTOE M 2 25% @R AEH

=l
KEitE -

RAE AN SN EE kP EEERRTOES - Bt
BREAMEREAAE B NG K BE® RSB G B
1o

RS TIRZF S, BREERTRN 217% 1 H - 1]
EARRRT IR RIS ARG - AR T 57 NI T & RIRRZ
FE/PEERHOBIER L SEN
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INCOME TAX EXPENSE (continued)

The subsidiaries in the USA are generally subject to
Federal Income Tax up to 35% and State Tax ranging
from 4% to 9.99% (2015: 5% to 9.99%) on the taxable
income. Certain of these subsidiaries retained with
undistributed income are also entitled to an additional
personal holding company tax at 20% on the taxable
income. Certain subsidiaries are LLCs which are by
default disregarded entities (i.e. viewed as divisions of
the holding company) and would be taxed part of their
holding company for federal tax purposes.

Income tax expense for the year/period is reconciled to
the loss before taxation per the consolidated statement
of profit or loss and other comprehensive income as

FriSBiR ()

RERZHNBARBEHRERTBAZINERIS5% 2 0
HBEABHEENT4%E9.99%( —ZE—RF : 5%%9.99%)
N o BEBADIRBAZETZENB AR INEIZER
FRURA Z20% 2 HEAFERR R B I © &5 THBRARE
BRAF  AFTHEAEE (R AERARZHE)
BB AT SR 5 EEIRR AR — Mo FTERIE -

F/HAAEHMAX EES B R E M2 E R RTRER
BRTERE R T

follows:
1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-RE —E-AE
—A—RZE A—RZE
—E-XE —E-RE
+=A=+-8 +-A=+-A
HKS$’°000 HKS$°000
FHET FHERT
Loss before taxation BRITAIE B (51,971) (17,743)
Tax at Hong Kong Profits Tax rate of 16.5% BREBTEHNE16.5% (8,575) (2,928)
Effect of different tax rates on operations in HHM AR EERETRZ
other jurisdictions - 3,183 (3,648)
Tax effect of expenses not deductible for tax purpose “Na[HIFi = 7 Fiis R/ 2 10,368 7,619
Tax effect of income not taxable for tax purpose BERFRIMA 2 Bis 2 (16,204) (11,107)
Tax effect of deductible temporary differences AR A IR SR ERE
not recognised HBTE (81) -
Effect of tax exemption and tax rebate granted B A R ER B SRR e K&
to subsidiaries in Singapore BRBzw2 (153) -
Tax effect of tax losses not recognised RIERZBIEBB 2B 2 16,675 10,657
Utilisation of tax losses previously not recognised 81 KR 2 BB E 1B (101) (61)
(Over)underprovision in prior years BEFE(REREB)BETR (498) 850
Tax effect of share of result of a joint venture ME—EEEEREE BB E - 58
Tax effect of share of result of an associate DME— [ E AR EE 2B E - 10
Income tax expense for the year/period F/HNERAX 4,614 1,450
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES

(@)  Directors’ emoluments

The emoluments paid or payable in respect of
a person’s services as a director, whether of the
Company or its subsidiary undertaking, were as

follows:

Name of directors EEnF

Executive directors HITEE

Mr. Zhang Jingguo Bl

Mr. Zhang Guogiang REEEAE

Mr. Eric Jackson Chang FERE
Non-executive directors HHTEE

Ms. Huang Yanping Huang YanpingZ &

Independent non-executive directors BV HHTEE

Mr. Liu Da ey
Dr. Liu Qiao FHEL
Mr. Ma Yuntao BHENEE

10.

Notes
i

EERFETBRAEFHURAERSHFAL

(a) EEHH

IR -ATHEESRG(EREARAISENEAR
AEM) N RENZHBMT -

1.1.2016 to 31.12.2016
ZE-RE-A-BEZE-R"EtZA=t+-8
Retirement
Salaries benefit Long
and other scheme service
Fees benefits  contributions payment Total
HeR R{RER RH
e HiiER  srElzftm b %A st

HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TR TR TR TR TR

- 452 91 - 543
- 500 18 - 518
240 - - - 240
240 - - - 240
240 - - - 240
720 952 109 - 1,781
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DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID

NETZA=+—RHILFE

EMPLOYEES (continued)

(@)

Directors’ emoluments (continued)

Name of directors

Executive directors

Mr. Zhang Jingguo

Mr. Zhang Guogiang
Mr. Eric Jackson Chang
Mr. Chan Heng Fai
Mr. Chan Tong Wan
Mrs. Chan Yoke Keow

Non-executive directors
Ms. Huang Yanping
Dr. Lam, Lee G

Mr. Fong Kwok Jen

Independent non-executive directors
Mr. Liu Da

Dr. Liu Qiao

Mr. Ma Yuntao

Mr. Wong Tat Keung

Mr. Wong Dor Luk, Peter

Mr. Chan King Fai

(a) Appointed on 6 July 2015

(b) Appointed on 27 July 2015

(c) Resigned on 27 July 2015

E3fg

HITEE
REELE
REIEEE

RERLE
RoERL
REBLL

FHTEE
Huang YanpingZ &
HREEL
BEREL

BUIHHTEE
BEks
kB
BERTE
BEBLE
IZRAE
RRELLE

10. EBEREFETBRARFMURTEERSHFAL(H)

(a) EEHH(E)

1.4.2015 t0 31.12.2015
“E-IFENA-RE=E-EFt=A=t+-8
Retirement

Salaries benefit Long

and other scheme service
Fees benefits  contributions payment Total

HeR R{RER RH
e HiiER  srElzftm b %A st
Notes HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
HiaE T T TR T T
(a) - - - - -
(b) - 203 - - 203

(b) - 215 8 223
(c) - 2,765 4 319 3,088
(c) - 689 15 - 704
(c) - 1,469 4 342 1,815
(b) - - - - -
(c) 162 - - - 162
(c) 81 - - - 81
(b) 103 - - - 103
(b) 103 - - - 103
(b) 103 - - - 103
(c) 133 - - - 133
(c) 117 - - - 117
(c) 117 - - - 117
919 5341 3 661 6,952

(a) R-Z-—RFLANBRER
(b)

R-E—AF+tA-t++BHEZRT
A

T-AFEAZ+LAEHE
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DIRECTORS’> AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (continued)

(@)

()

Directors’ emoluments (continued)

Mr. Zhang Jingguo is also the chief executive
officer of the Company and his emoluments
disclosed above include those for services rendered
by him as the chief executive.

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 non-executive Directors’ emoluments shown
above were mainly for their services as the
Directors.

The independent non-executive Directors’
emoluments shown above were mainly for their
services as the Directors.

Employees’ emoluments

Of the five individuals with the highest
emoluments in the Group, no (2015: two were)
directors whose emoluments are disclosed above.
The emoluments of five (20135: the remaining
three) individuals were as follows:

Salaries and other benefits
Contributions to retirement benefit scheme

10.

ESEREFETRARHHUREEREHFAL(H)

(a)

(b)

e MEMER
RIREFIFT B2 K

EEyH(E)

RAEEETARRRTRAR » LAMERERZ
HINBRRIEATZTHA BRIRE 2 RS -

EXFARRITEREZHFH I AW EREIEARF
KA KB ERFRE 2 IRF

EXFREITEE N ER AR EIERESM
R R

XA IFRITEEZHHERRAREFRE
SRR IR

ET#HH

AEERRRRFALHNT  TEER(ZF—H
FrMB)ZHFHMERNEXEE - ER(ZF—10
FHEB=R)ATZHHIT

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-RE —E-EfF
—A—B% mMA—BE
—E-XKE —E-REF

+=ZA=+—-8B +=A=+-H

HK$’000 HKS$°000
FHxT Fix
7,911 3,998

18 18

7,929 4,016
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERFETHRAEFMURAZRSHFAL(E)
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (continued)
(b)  Employees’ emoluments (continued) (b) BIFHHE)
Their emoluments were within the following BEZMEN T THHER -
brands:
Number of employees
BT A
1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-RE —E-HE
—HA—HBZ A—BZE
—E-RE —E-HE
+=A=+—-8 +=H=+-H
HK$°000 HK$’000
FET TExT
HK$1,000,001 to HK$1,500,000 1,000,001 7C% 1,500,000/ 7T 2 3
HK$1,500,001 to HK$2,000,000 1,500,001 722,000,000/ 7T 3 -
5 3

132

There was no emolument paid to the Directors and
the five highest paid individuals as an inducement
to accept office as director or as compensation for
loss of office and no Directors waived any of their
emoluments for the year/period.

No emoluments paid or receivable in respect of
Directors’ other services in connection with the
management of the affairs of the Company or its
subsidiary undertaking during the year/period.

BEAEFRAEESFALTINMNE - FRRS]
HAEEERBABBEE 5/ PANEEERE
EAIREZME -

F/HA - BEREERARASENERRER
ZEBERATREE MRS I REEME -
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10A. TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS IN WHICH DIRECTORS OF THE
COMPANY HAVE MATERIAL INTERESTS

11.

12.

(a)

During the period ended 31 December 2015, the
Company has completed an open offer by issuing
365,565,717 ordinary shares, of which Mr. Chan
Heng Fai (“Mr. Chan”), the then director of the
Company and the then ultimate controlling party
and/or his family and the companies controlled
by him, subscribed 244,336,472 shares and the
Group has paid HK$309,000 to Mr. Chan as
underwriter’s commission.

During the period ended 31 December 2015, the
Company has entered into a sale and purchase
agreement with Ms. Huang, pursuant to which
Ms. Huang has disposed of the entire interest in
Vigor Capital Holdings Limited, which indirectly
held a property development project in the PRC,
to the Group which was settled by the issue of
1,350,000,000 ordinary shares of the Company
to the ultimate holding company. Details of the
transactions are set out in note 29.

DIVIDENDS

The Directors did not recommend the payment of a
dividend for the year/period.

LOSS PER SHARE

The calculation of the basic and diluted loss per share

attributable to the owners of the Company is based on

the following information:

Loss

Loss for the purpose of basic and diluted loss

10A. FZRAREBHEEARRZRS - REIEN

REBEE=ZT—
SEAKE17365,565,71 78 @Ak 2 A
fRiEMELAE([BRAEE] - AR

RRE244,336,472 %A% 1D -
309,000/8 TIEABEEAE -

EE+-A=+—BLLHH AR

F‘fﬁﬁé%*ﬁqﬂ
ﬂ*“ﬁZ%%&“ﬁ%
ZERIEHESTT) R R EFRIAREER
ZK%IEF’J&%SE%S‘ZH

ZHlZ R

(b) MEBEZZ—AF+-A=+—81LHHE £27
B HuangZ T3] B E W - Bt HuangZ T2 H
& Vigor Capital Holdings Limited (59 Faﬁ%%ﬁ
—(EAYMEERER ) 22 HERTAER - ﬂﬁzﬁ
B BRI A R]ETT1,350,000,000 AR
BREE - BRIZR S ZFHEERHE29 o
11. KR
F/HA - BREWEEZRGRE -
12. BREE

ARBHEE NEEEREARE SRR IZATENGE -

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—RE —E-HE
—-A—B% mA—RZ
—RE —E-HE
+=A=+t-8 +=A=+-~H
HK$’000 HK$°000
FHExT FHET
BB
FRRER RS EE 2 A
56,702 19,655

per share

|95}
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12.

134

LOSS PER SHARE (continued)

Number of shares

RHEE

Weighted average number of ordinary shares for the FEEEARNE#EEEZ

purpose of basic and diluted loss per share

The calculation of basic and diluted loss per share is
based on the loss attributable to owners of the Company
for the year/period of approximately HK$56,702,000
(1.4.2015 to 31.12.2015: HK$19,655,000) and the
weighted average number of 5,850,836,000 (1.4.2015
to 31.12.2015: 4,197,949,000) ordinary shares in issue
during the year/period.

No dilutive effect to the loss per share as there are no
potential ordinary share in issue for the year ended 31
December 2016.

The computation of the diluted loss per share for the
period ended 31 December 2015 did not assume the
exercise of the Company’s share options which were in
issue during the period, because this would result in a
decrease in the loss per share.

ERalull-SS2E

BREE(E)

1.1.2016 to 1.4.2015 to

31.12.2016 31.12.2015

—E-AE —E-fHf

—-A—BZ mA—BZ

—E-AE —E-fHf

+=B=+-B +=A=+-8

HKS$’000 HKS$’000

FHExT FHET

5,850,836 4,197,949

BRERNREEEIBIREANAREE ABLTR,HH
E184756,702,0008 T ( —E—hFEMA—BE_E—h1EF
+=A=+—H : 19,655,000/ 7T) RNER, HEE &7
S AR NN RE S 19 85,850,836,000/% (—FE—REM A —H
E-T-AFE+-A=+—8 :4,197,949,0000% )5t & -

HRREBE T ARFT A=t HIFETEELED
BITEBR - MERERLEEETE -

REE-T-AF T+ -_A=t—RHILHBEREEEEZ
SEIEL MRRARRMAC BT 2 BRAEETE
REGSEREETHR -
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13.  PROPERTY, PLANT AND EQUIPMENT 13. #% - BERRE
Furniture,
fixtures,
Land computer
and Leasehold equipment and
building Hotel  improvement motor vehicles Total
B #E
T RIEF BE  HEMERE EERERRE Fohy
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TER TER TERT TER TER
COST D%
At 1 April 2015 RZZE—hFMHA—H 26,460 8,193 1,952 10,195 46,300
Additions NE - - 232 177 409
Acquisition of subsidiaries Wt B A T
(note 29) (Bf:#29) - - - 59 59
Disposals HeE - - - (5,921) (5,921)
Transfer to investment BESNENE
properties (12,582) - - - (12,582)
Exchange realignment [& 5 % - (8) (35) (83) (126)
At 31 December 2015 RZE—FF
+-A=+—-~H 13,878 8,185 2,149 4427 28,639
Additions NE - - - 207 207
Exchange realignment [EH AR - 236 (15) (33) 188
At 31 December 2016 NZE—RF
+-A=1+—H 13,878 8,421 2,134 4,601 29,034
DEPRECIATION e
At 1 April 2015 RZZ—HFNA—A 3,205 944 1,447 6,519 12,115
Charge for the period HRFEY 396 88 194 518 1,196
Disposals e - - - (4,084) (4,084)
Transfer to investment HRERANE
properties (1,698) - - - (1,698)
Exchange realignment [EH A= - - (24) (63) (87)
At 31 December 2015 RZZE—HF
+ZA=+—~H 1,903 1,032 1,617 2,890 7,442
Charge for the year FREX 311 107 165 419 1,002
Exchange realignment [ 5 - 23 (19) (39) (35)
At 31 December 2016 RIZE—REF
+-A=1+—H 2,214 1,162 1,763 3,270 8,409
CARRYING VALUES IREE
At 31 December 2016 RZZE—R
+ZA=+—~H 11,664 7,259 371 1,331 20,625

At 31 December 2015 RZE—FF
+-A=+—H 11,975 7,153 532 1,537 21,197
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13.

136

PROPERTY, PLANT AND EQUIPMENT (continued)

The carrying values of land and building and hotel held
by the Group are analysed as follows:

M BERRE(HE)

REBFAF LU - BFRBE ZBREESIFTNT

31.12.2016 31.12.2015

—E-RE —E-RE

+=p=+-8 +=A=+-~

HK$’000 HKS$°000

FHET FHERT

Leasehold land and building in Hong Kong REBZHEL I RET 11,664 11,975
Freehold land and building in Japan RBAARZ KA SERE T R EF 7,259 7,153
18,923 19,128

At 31 December 2016, certain of the Group’s leasehold
land and buildings with an aggregate carrying value of
approximately HK$11,664,000 (2015: HK$11,975,000)
has been pledged to secure the Group’s borrowings (notes
24 and 34).

The above items of property, plant and equipment,
except for freehold land, are depreciated at the following
rates per annum:

Over the shorter of the term
of lease, or 2% on straight
line method

Land and buildings

Leasehold improvements  Over the term of the lease or
6.67% —20% on straight
line method, whichever is
the shorter

20% —25% on reducing
balance method

Furniture, fixtures,
computer equipment
and motor vehicles

RZZE—ARE+-_A=+—H8 AEEEEEAHY
11,664,000 T(—ZZ—HF : 11,975,000 0) 2 &= TH
S+ MEFERMURGAER 2 B8 (HE245%34)

EWE - BERREER CkARELIBRIN EA T F
R -

T T RHEMSIREREZ2%
(AEEE AE)
HEMHEEE LS IRE S5 76.67%-20%

(ABFEERE)

B £E - 20%-25% * FRAHRERIRERE

BHRERTE
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14. INVESTMENT PROPERTIES 14.
FAIR VALUE AFE
At the beginning of the year/period R/ HH
Additions NE
Disposals He
Transfer from property, plant and equipment EEE Y -

Transfer to investment properties classified as held
for sale (note 21)
Increase (decrease) in fair value — unrealised

Exchange adjustments FE 5 FH %8
At the end of the year/period REHIR

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified
and accounted for as investment properties.

The investment properties with an aggregate fair value of
HK$461,438,000 (2015: HK$774,684,000) are under
charge to secure the Group’s borrowings (notes 24 and
34).

As at 31 December 2015, the Group was in the process
of completing title registration of certain investment
properties located in the USA with an aggregate carrying
amount of HK$40,001,000. The title registration was
completed during the current year.

EEENBABIEHE ZIREWE
(Hizt21)
RNPEEICRD) —

BEME

1.1.2016 to 1.4.2015 to

31.12.2016 31.12.2015

—RE —E-HF

—HA—HZ% A—RZE

—XE —E-AF

+=ZA=+—H +=ZHA=+—H

HK$°000 HKS$°000

FHxT FExT

1,085,984 844,901

294,428 254,500

(752,238) (16,622)

R B st - 27,920
(42,187) (1,342)

REH 1,050 (10,492)
(4,589) (12,881)

582,448 1,085,984
ANEBFRBUKELHERSBEUARESSEEARATHEZY

EREERATEENTE  XERREMENER -

NFEA 461,438,000 L (ZZF—RF : 774,684,000/
T Z B MEDIEAURESAEBEE (24 34) -

R-ZE—AF+-_A=+—8 AEBEEMHBEUNER
BREEA ££40,001,0008 T2 & TIREMFEEEER « %
BEELERAREETK -
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14.

138

NETZA=+—RHILFE

INVESTMENT PROPERTIES (continued)

The fair values of the investment properties situated in
Hong Kong, Singapore and the USA as at 31 December
2016 are based on the valuations carried out by APAC
Asset Valuation and Consulting Limited (“APAC”).
As at 31 December 2015 and at the date of transfer to
investment properties during 20135, valuations of all
investment properties have been carried out by Avista
Valuation Advisory Limited (“Avista”), Cushman &
Wakefield of Connecticut, Inc., CBRE Inc. and VMG
Health, LLC.

APAC and Avista are the members of the Hong
Kong Institute of Surveyors and Valuers, while other
valuers are members of Appraisal Institute Real Estate
Appraisers, all are independent qualified professional
valuers not connected with the Group.

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

The fair values of the investment properties are derived
from the capitalisation of net income method with due
allowance for the reversionary income.

All of the fair value measurements of the Group’s
investment properties other than investment properties
classified as held for sale were categorised into Level 3 of
the fair value hierarchy. There were no transfers in or out
of Level 3 during the year/period.

At the end of the reporting period, management of the
Group works with valuers to establish and determine the
appropriate valuation techniques and inputs for Level
3 fair value measurements. Where there is a material
change in the fair value of the assets, the causes of the
fluctuations will be reported to the Directors.

14.

REWE(H)

IREE K REEREYER T —RF+A
=t+—HBZAFEDERTREEN G RERARAA
(TERDETHREEE - R_T—AF+-A=+—H
ER-_ZE-NhEEREREMEER  2HREWE M
BT R EmRTAEFHAERAR (3 E#]) « Cushman &
Wakefield of Connecticut, Inc. * CBRE Inc. 2 VMG Health,
LLCHETT ©

5 K & X E #19 A Hong Kong Institute of Surveyors and
Valuers @ & - 1 £ i 1% {B Al & Appraisal Institute Real
Estate Appraisers® 8 + 2 E0 AN EBWHEAE 2B &

BREELERD -

HEIREMELTER  REVESFAEKEMRERA
5 iR

BREMERXFEEBRAFEENMOEG - ARERKRA
TEHEE R -

AEBERENE(DBAFIEHEZREMERIN AR
TEAEFEAZ=ZBIFEER - NF/HALEHLE
AREHE=R2IER -

REEHREER  AREERELGEMAE  RFE=
RAFEFERIMREBEE 2 AERM RBABIE -
BEZATHEREARE  HEBRAKHESERS -
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INVESTMENT PROPERTIES (continued)

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

below:

Investment properties held by
the Group in the consolidated
statement of financial position
GRRBRARPAREE

Investment properties - offices
located in Hong Kong with a

carrying value of HK$85,000,000

(2015 HK$85,600,000)

BENENNERRER
85,000,000 (Z5—h%
85,600,00087T) ZFAE

Fair value
hierarchy

LVERER

Level 3

£

Valuation technique(s) and
key input(s)

ERTREIRGAHE

Income Capitalisation
Approach

The key inputs are:
(1) Capitalisation rate; and

(2) Monthly market rent.

BAERICE
TEGAEEA
(1) EAfeE: R

(2) BAMGES -

14. REWEHE)

Annual Report 2016
B AEEH

FEFEAREVEN T —R"F+_A=1T—HE-Z
—AE+ZA=+-RZATHEGEMATEHARER

FIEAR -

Significant unobservable
input(s)

EXFTRERAYS

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
market condition, of 3.1%
(2015: 3%) per annum.

Monthly 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 HK$38 and
HK$43 (2015: HK$41) per
square foot on gross floor
area basis.

SRASBAERLES -
MERLLRTRE -
BN EASE31%
(ZE-R%F:3%)-

STRABNBMERZMEY
B5E - (T2 RERER(E
REXNE - §ATEHEE
RREEERLE AT
FARISETRAIETL(ZF
—RE 4B o

Relationship of unobservable
inputs to fair value
TUBZRAMERY
NTENEE

The higher the capitalisation
rate, the lower the fair value.

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

CUNIE SIS S =Rl

BRTSELHR  ATEY

0

oo}

Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

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

FRAMLXHAEEHAT
EXERD * RZIA »

FREATSEEARENS
EYRFEABEN - R27T
%o
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INVESTMENT PROPERTIES (continued)

Investment properties held by
the Group in the consolidated
statement of financial position
GRRBRARPAEEIE

Investment properties - residential Level 3

homes located in USA with a

carrying value of HK$80,973,000

(2015: HK$144,124,000)

BENENNERRER
80,973,000 (=5 —0%
144,124,000%70) 2 FEE

Fair value
hierarchy

LVERER

£

Valuation technique(s) and

key input(s)

ERTREIRGAHE

Income Capitalisation

Approach

The key inputs are:

(1) Capitalisation rate; and

(2)  Monthly market rent.

BAERICE
IEGAEEA
(1) EAfeE: R

(2) SAMGHE -

14. REWEHE)

Significant unobservable
input(s)

EXFTRERAYS

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
prevailing market condition,
from 12.5% to 14.5% (2015:
10% to 16.13%) per annum.

Monthly 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 US$0.56 to
U5$0.93 (2015: US$0.44 to
US$1.07) per square foot on
gross floor area basis.

SHRASRAERLES -
MERERERTRE -
BRCENTHFILS%E
145%(ZF—RE  10%Z
16.13%) °

SRR BIERZME
B - (2 RERE (0

REANE - §ATERE

RREERARE  THA

BEAR0S6ETZ0.93ET
(CE-RE 0 4FTELDT
).

Relationship of unobservable
inputs to fair value
TUBZRAMERY
NTENEE

The higher the capitalisation
rate, the lower the fair value.

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

CUNIE SIS S =Rl

BRMSHELHR  ATEY

o

oo}

Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

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

FRAMERHAEEHAT
EXERD » R2IA -

FREATSESARLENS
EYRFEABEN - RZ7
%o
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INVESTMENT PROPERTIES (continued)

Investment properties held by

the Group in the consolidated ~ Fair value
statement of financial position ~ hierarchy
GRRBRARPAEEIE

REME NTEER
Investment properties - Level 3

commercial and residential
units located in Singapore
with a carrying value of
HK$335,929,000 (2015:
HK$343,876,000)

REME-RRNANEERE F=5
335,929,000 (=5 1% -
343,876,000/ 7 ) 2 A K

FEBf

Valuation technique(s) and
key input(s)

ERTREIRGAHE

Income Capitalisation
Approach

The key inputs are:
(1) Capitalisation rate; and

(2) Monthly market rent.

BAERICE
IEGAEEA
(1) EAfeE: R

(2) BAMGESE -

14. REWEHE)

Significant unobservable
input(s)

EXFTRERAYS

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
prevailing market condition,
of range from 3.1% t0 3.5%
(2015: 3.1% to 3.4%) per

annum.

Monthly 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 SGD3.5 to SGD9
(2015: SGD3.3 to SGDI.3)
per square foot on gross floor
area basis.

SRESMABALEN - 1
ERELRERNTRE - BX
CENTEE3I%EIS%(=
T-HE31%E34%) ¢

SRR BMERZME
B - (T2 REREZ(E
REANE - GATHHE
REEERARE
FHAESTAR3SHINET
29I T( =5 -REF
33T EI. BT -

Relationship of unobservable
inputs to fair value
TUBZRAMERY
NTENEE

The higher the capitalisation
rate, the lower the fair value.

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

CUNIE SIS =Rl

BRTSELHR  ATEY

oo}

Annual Report 2016
B AEEH

Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

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

FRAMEXHAEEHAT
EXRERD R o

FREATSEEARLNS

EYRFEABEN - RZ7
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14. INVESTMENT PROPERTIES (continued) 14. REWEE)

Investment properties held by

the Group in the consolidated ~ Fairvalue ~ Valuation technique(s) and  Significant unobservable Relationship of unobservable
statement of financial position ~ hierarchy ~ key input(s) input(s) inputs to fair value Sensitivity
GRBBRARPAEENE TUBRBARERY
RENE ATEER HERNRIEBARE EXTUREGAYE NLENBE HRAE
Investment properties - Level 3 Income Capitalisation Capitalisation rate, taking ~ The higher the capitalisation A slight increase in the
medical facilities located in Approach into account the capitalisation ~rate, the lower the fair value.  capitalisation rate used would
USA with a carrying value of of rental income potential, result in a significant decrease
HK$246,000,000 as at 31 The key inputs are: nature of the property, and  The higher the annual market  in fair value, and vice versa.
December 2015 * prevailing market condition, ~ rent, the higher the fair value.
(1) Capitalisation rate; and  of a range from 6% t0 6.25% A significant increase in the
per annum in 2015. annual market rent used
(2)  Annual market rent. would result in a significant
Annual market rent, taking increase in fair value, and
into account the time, vice versa,

location, and individual
factors, such as frontage and
size, between the comparables
and property, US$25.45 per

square foot in 2013,
REME-R-F-hE+= E=0 WAERE STRESWABAEN Y ERCESR ATESE. MRERCEHAEEHAT
A=+—0 FRZEERE RUENRENTRE  —% BARRY  R2MA -
246,000,000 72 BRER " IRGARER —RFEAMERERE  BFMHERER AVEY
6.25% ° EE FRgEmRRE EENE
(1) BALE: R BYATFEAEEN - K27
STRATBLEMERZNE L Ao
2) BEmHEHSE - W - B RIERIRE (105

REANE —T-1EE
EmEEeAETAR2 45
e
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INVESTMENT PROPERTIES (continued)

Investment properties held by

the Group in the consolidated ~ Fairvalue ~ Valuation technique(s) and
statement of financial position ~ hierarchy ~ key input(s)
GRRBRARPAEEIE
REME NTEER HERRRIERARE
Investment properties - medical ~ Level 3 Income Capitalisation
facilities located in USA with a Approach of sandwich
carrying value of HK168,190,000 leasehold building portion
as at 31 December 2015 * only
The key inputs are:
(1) Capitalisation rate; and
(2)  Annual market rent
from leasing out the
medical facilities net of
the annual market rental
of land element.
RENE—RF-1F F= ErzHeRERTII 2
TZA=T—RuiEE NERILE
BREIE168,190,0008 T2
BERIE TERHABER:
(1) EAfeE: R
(2) BHBEERE(R
Tz BETGEE L
RE)28FmEHE -
* The investment properties were disposed of during the

current year through the deemed disposal of GMR and its
subsidiaries (note 30(a)).

There has been no change from the valuation technique

used in the prior period.

14. REWEHE)

Significant unobservable
input(s)

EXFTRERAYS

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
prevailing market condition,
0f 7.25% per annum in 2015.

Annual market rent, taking
into account the time,
location, and individual
factors, such as frontage and
size, between the comparables
and the property, US§38.62
per square foot per year on
gross building area basic after
deducting the rental of land
in 2015.

SREEUAENMEEN
FEEUREFTAK &
MER-ZT-LFAEF
7.25%°

SR BMERZNE
L EREREZ(E
BREANE BT
—REz ISR - BFET
SEEREEARARE B
HEGTARISEET

Relationship of unobservable
inputs to fair value
TUBZRAMERY
NTENEE

The higher the capitalisation
rate, the lower the fair value.

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

CUNIE SIS S =Rl

BEMSHELHER  ATEY

o

I]0|

Annual Report 2016
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Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

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

FRAMEXHAEEHAT
EXRERD R

FREFTHESARENS
EYRFEABEN - RZ7

* ZEREMECRAFEREBIELEGMR R EM B AR (M
30(a)) HE °

P RS ER I B IR -
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15.

16.

144

NETZA=+—RHILFE

INTEREST IN AN ASSOCIATE

As at 31 December 20135, the Group had an associate,
namely RSI International Systems Inc., (“RSI”), whose
shares were listed on the TSX Venture Exchange
in Canada. The cost of investment in RSI was
HK$10,489,000 and fully impaired in prior period as the
shares had a history of low volume of trading.

During the year, the Group disposed of its entire interest
in RSI for a consideration of approximately Canadian
dollars 1,486,000 (approximately HK$8,367,000)
accordingly, a net gain of HK$8,367,000 resulted and
recorded in other gains and losses.

PLEDGED BANK DEPOSITS/RESTRICTED BANK
BALANCES AND BANK BALANCES AND CASH

Restricted bank balances is required in accordance with
relevant documents issued by the PRC State-Owned
Land and Resource Bureau to be placed certain amount
of presale proceeds of properties as guarantee deposits
in designated bank accounts for the constructions of the
related properties. The guarantee deposits can only be
used for payments for construction costs of the relevant
properties when approval from PRC State-Owned
Land and Resource Bureau is obtained. Such guarantee
deposits will only be released after the completion
certificates have been obtained or the issuance of the
property ownership certificates, whichever is earlier.

Pledged bank deposits represent deposits pledged to banks
to secure the banking facilities granted to the Group
and also the mortgage loan facilities granted by certain
banks to the property buyers of the Group’s properties.
The pledged bank deposits will be released upon the
settlement of relevant bank borrowings and the expiry of
the mortgage guarantees provided to the property buyers.
Bank deposits amounting to HK$4,148,000 (2015:
HK$9,239,000) have been pledged to secure the Group’s
non-current bank borrowings and are therefore classified
as non-current assets.

15.

16.

R—EBE QT2

RZZE—RAF+-A=+—H AEEHEEFE—HEBHERQ
ARSI International Systems Inc.([RSI]) @ 5Z 2 & 1D T3
RMERBHRGFABIZEMR L™ o RRSIZIREKER R
10,489,000/ 7T * HRERMIBERRERIE - RBEHM
EAEMERE -

FER - REBARBEH1,486,000012 KT (498,367,000
J0) B EE MRS 250 a - HILELES,367,00078 70 F W
& IRt AR MRS MBI o

BIEPBTER ZRABTERUARRITERRES

XRBIRITAEBERBEPERN L ERRBEMZ AR
E o BMEXBEERSRAZET2RFAEERITEAE
RERMERETIRZARFSZHE - KHEBELERBD
AR FRRESH RN ERYE 2 BZERA -
BRRESNENT T ERRKB L MEMEEER (AR
BERE) - TTRIHERR -

BRI ERIEEEB FRITZER - URERFARE
EZRITEERERETRITEFAEEMEZMEER
ZIEBERRE - CERFRITFIERAMEBTEEEE
BRRETFOEER ZIRBERIBERR - AEEDE
HRERTTIERN4,148,000/8 7L ( —ZT— R :9,239,000/87T)
LAESIERNERIRTTE R - Rt DB AERBEE -
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16. PLEDGED BANK DEPOSITS/RESTRICTED BANK

17.

18.

BALANCES AND BANK BALANCES AND CASH
(continued)

Restricted bank balances and bank balances carry interest
at market rates which range from 0.01% to 0.35% (2015:
0.01% to 0.05%) per annum. Pledged bank deposits
carry interest at fixed rates which range from 0.03% to
0.35% (2015: 0.15% to 0.35%) per annum.

PROPERTIES UNDER DEVELOPMENT FOR SALE

Properties under development for sale are all situated in
the PRC and carrying value of HK$1,147,114,000 (2015:
HK$801,878,000) are expected to be realised after
twelve months from the end of the reporting period.

The Group carried out the impairment assessment at the
end of the reporting period and no write down to the
NRYV of properties under development for sale during the
current year.

DEPOSITS PAID FOR LAND ACQUISITIONS

The amount represented deposits paid for land
acquisitions arising from the acquisition of land use rights
in the PRC. These deposits would be converted into
properties under development for sales upon completion
of the land acquisition process. Certain land acquisitions
amounting to approximately HK$997,124,000 were
completed subsequent to the ended of reporting period.

16.

17.

18.

BEFRTER ERIRTERUARBITEKRRAS
(A7)

ZIRFBITEBRRIBITEBTBFEFEE0.0120.35E(=
T—FHF : 0.0120.05F) - BHEMBETERETEFNRA
0.03F0.35E(=Z—FRF : 0.1580.35F) o

HEBRRTME

FEEEPYEDPANP B LEAEA1,147,114,00075
TT(ZZ—FF : 801,878,000/87T) » I 78 HARS Y $7 &5 HARS
wERRE+ _ERRBEE -

RNREREGE ETRENE - ARELERRFA
FERRTYEZATERFE -

BN ERE

AN PERE I EREmES 2B Uk EE
Be o  ZEREBNLHWEREFEXEEREAFEER
Rz - RIREEIRAE HE - B5Th4997,124,000% 7T
ZET U EE -
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19.

146

ACCOUNTS RECEIVABLE, DEPOSITS AND
PREPAYMENTS

FEWERRR ~ RERFENTRE

2016 2015

—E-XRE —E-RE

HK$’000 HKS$°000

FET FHER

Accounts receivable FEYR AR 10,124 1,185
Prepaid business, value-added and other taxes TEFE R - BEN R EMTIE 37,449 3,888
Other receivables, deposits and prepayments Hinelza -~ e MR FUE 6,872 10,216
54,445 15,289

Amounts due from investees JEUIRE $IRFIA 9,298 6,346
Impairment on amounts due from an investee el — 2R EHRFIARE (6,346) (6,346)
2,952 -

57,397 15,289

Accounts receivable represent the management fee
receivables, dividend receivables, rental receivables and
hotel room revenue receivables.

The management fee receivable has to be settled in arrear
quarterly, pursuant to the revised management agreement
entered into with GMR.

The settlement terms of rental receivables are upon
presentation of demand notes. Rental receivables in
the USA are initially received by the property managers
appointed by the Group as collection agents. Pursuant
to agreements between the property managers and
the Group, the property managers shall pay the rental
collected on behalf of the Group on a monthly basis.

Hotel room revenue is normally settled by cash or credit
card.

FEUBRFISERE - IR - MERBEERE MU AFEUGR -

RIS EGMRATSL 2 S TE B - & BB R SURZR
SEREEKEN -

ERME 2 EEGEFBHTNEFTRNERGEE - NXE -
HERURIENF BHARBREERPRAREAZMERL
BIEW - RIEZSYREBEREBII L HE - Z5Y
XEEAGANRAEERK 2 EE -

BIERBRA—MR AR S E A RAES



Annual Report 2016
B AEEH

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e ISR

HE-T—

19.

20.

NETZA=+—RHILFE

ACCOUNTS RECEIVABLE, DEPOSITS AND 19. REBWERF - BERFENFTIEE)
PREPAYMENTS (continued)
All accounts receivable were aged by 0-60 days, based REEZEE  2HMEKRRRRER0E60 R B SR
on invoice dates, and not impaired. =R
Accounts receivable that were neither past due nor fi 360 R TR (B 2 FE LR 04 e K B0 9 3 BRI 4 38 IR B0 8%
impaired related to a wide range of customers for Z2EP BaHEREREBRERTERAEERZE
whom there was no recent history of default. Accounts EREEERL BEUELER  EREMEHEAELRE
receivable that was past due but not impaired as the SNRERE  REEEEZTETANEEEZSELFRA
Group has hold collaterals over the balances. Based # a2k (e -
on past experience, the management believes that no
additional allowance for impairment is necessary as there
is no significant change in credit quality and the balances
are considered to be fully recoverable.
During the year, the Group has reviewed the recoverable FA - AEEEEHBYIREHRRIEZ AT KB - I
amount of amounts due from investees and considered RAEBAEENE—FPRE(ZZ—HF : 51124,625,0008
no further impairment is required (2015: provision for TUHEE) o
HK$4,625,000).
FINANCIAL ASSETS AT FAIR VALUE THROUGH 20. RAFEFAEZZEMEE
PROFIT OR LOSS
2016 2015
—E-REF —E—-AfF
HK$°000 HK$°000
FHET THET
Held-for-trading investments: BIEEBEZIRE
Equity securities listed in Hong Kong REB T2 IRARES 50 430
Equity securities listed outside Hong Kong REBRINET 2 RAES 7,167 9,382
7,217 9,812
Designated as at fair value through profit or loss:  #&F AR A F(ET A%
Equity securities listed outside Hong Kong REBIBIN ETH 2 RAREH 180,186 -
187,403 9,812
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21.

22,

148

INVESTMENT PROPERTIES CLASSIFIED AS HELD 21. SEAIBEHEZREYE
FOR SALE
As at 31 December 2016, the Group has entered into RZE—RNF+ZA=+—H FAEBECEBIE=7F]
agreements with independent third parties for the N LBIR e R (EL42,187,0008 L ( —FE—RHF ¢
disposals of certain investment properties located 1,342,000/ 70) HEE TN EB 2 REME - EFTH
in the USA for an aggregate cash consideration of RBEZEHECHE T U B MEERNESRIFHIELE
approximately HK$42,187,000 (2015: HK$1,342,000). ERBEERDRIECEER MR 2 IFELEIRE -
The Directors assessed and concluded that the held-for- o RZE—RF+ZA=+—0 ' ZZEREME
sale criteria set out in HKFRS 5 Non-Current Assets WHBAEDBEABELE ZIREME - YEARIELEZ
Held for Sale and Discontinued Operations of these REMEZ ANTEDNZEZEGNHEEMSEE - 2FHE
disposals are met. Therefore, these contracted investment B - WERIREMRAE B & RNAERE 2 ERER
properties are classified as investment properties B o
classified as held for sale as at 31 December 2016. The
fair value of investment properties classified as held for
sale is determined with reference to their contracted
selling price. The disposals have been completed and
consideration was received in full subsequent to the end
of the reporting period and during the current year.
ACCOUNTS PAYABLE, DEPOSITS RECEIVED AND 22. REFRFH - EWEEREFTER
ACCRUALS
2016 2015
—E-REF —E—-AfF
HK$000 HK$000
FHET THET
Accounts payable FEFBR TR 206 459
Accrued construction costs FESHIR SRR AN 155,099 59,883
Rental deposits HEZs 2,582 3,041
Retention deposits and payable RE & RENFIA 3,181 -
Real estate and other tax payable ENEERREAMEIE 1,820 2,544
Other payables and accruals HAb R RIE R EET & 11,694 13,043
174,582 78,970

All accounts payable were aged within one year, based
on invoice date.

RIBERAH

EEENERKRER RS —FA -
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23.

24.

DEPOSITS RECEIVED AND RECEIPT IN ADVANCE 23. CWRBEWBNEERZZE

FROM PROPERTY BUYERS

Deposits received and receipt in advance from property
buyers amounting to HK$445,570,000 (2015:

HK$57,250,000) are expected to be released to profit LA T R =B -
or loss more than twelve months after the end of the

reporting period.

BANK AND OTHER BORROWINGS AND BANK 24. HRTRHEMEERRTESX

OVERDRAFT

Bank borrowings — secured
Bank overdraft — unsecured
Borrowing from a financial institution — secured

Less: front-end fee

Analysis for reporting purpose as
Current liabilities
— bank and other borrowings
- bank overdraft

Non-current liabilities
— bank and other borrowings

Annual Report 2016
B AEEH

BREFBEBRDEER Z1E$445,570,0008 T (—E—H
F 157,250,000/ L) BRI A RS BEEER R+ @A

2016 2015
—E-RF —E—-FRfF
HK$’000 HK$’000
FET FET
RITER—HIEH 166,939 392,903
RITE Y — EIKIR - 7,748
RE SRR B3R —FIER 38,069 38,431
205,008 439,082
W RESEE (83) (4,410)
204,925 434,672
MERBOINA
mEAE
—IRITREMEE 157,550 158,938
—RITIESX - 7,748
157,550 166,686
ERBAE
— R REMEE 47,375 267,986
204,925 434,672
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24.

150

BANK AND OTHER BORROWINGS AND BANK
OVERDRAFT (continued)

The borrowings repayable based on scheduled b=
repayment dates set out in the loan agreements iz

are as follows:
Within one year
More than one year but not exceeding two years
More than two years but not exceeding
five years
More than five years

The carrying amounts of the bank borrowings include
an amount of HK$7,815,000 (2015: HK$11,297,000)
which is not repayable within one year based on
scheduled repayment dates has been shown under current
liabilities as the counterparties have discretionary rights
to demand immediate repayment.

24, BITRAEMEERBITES(H)

2016 2015
—B-AE —E-E%F
HK$’000 HK$’000
FHExT FHET
RBEATETEE
SJABERZETWOT
— AR 149,735 155,389
— A HEFRBRE 8,336 170,299
PEFA BT BBRHF
18,770 78,400
HEMUE 28,167 34,994
205,008 439,082

RITEREMERRE 7,815,000 T(ZF —HF :

11,297,000787T) © IRIFER

MR AT B R BREESANE

i+ o

S

R BAR —FRNEE I

BIERE AR
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24.

BANK AND OTHER BORROWINGS AND BANK 24.

OVERDRAFT (continued)

The range of effective interest rates of the bank
borrowings is 1.85% to 3.40% (2015: 1.14% to 4.97%)
per annum. The bank borrowings denominated in
various currencies and carrying interest at prevailing
market rates are analysed below.

RITREMEERRITES(H)

RITERERFANENT1.85E3.40E(—ZE—FHF : 1.14
F4.978) - BITEFNSREBIERIZBITTH AR
B 2T

Currencies Interest rates 2016 2015
Bk FlZ= —E-RF —E-HF
HK$’000 HK$’000
FET FERT
HKS$ Hong Kong Interbank Offered Rate (“HIBOR”) plus
e 1.75% (2015: HIBOR plus 0.75% to 1.75%)
BRBRITRERS(BBRITEZERSDML7SE
(ZZ2—AF : FBRITEAZEFEM0.75E1.75F) 11,307 41,137
SGD SGD Swap Offered Rate (“SGDSOR”) plus 1.75% (2015:
N T SGDSOR plus 1.5%)
BT TR S ([ F g T8 ) .75 &
(ZZ—HF : IR THRBEMNLSE) 42,896 18,395
SGD Singapore Interbank Offered Rate (“SIBOR”) plus 0.98%
N T and 1.88% (2015: SIBOR plus 0.75% and 1.75%)
N RITRI SRS ([ #F N RITRIZEFE )
h0.98 K 1.88/F (=T —HF : FIKIRITRIZE
FEMO.75 K% 1.75F) 51,897 82,716
USD London Interbank Offered Rate (“LIBOR”) plus 2.00%
ETT (2015: LIBOR plus 0.75% to 2.00%)
mPERTT R Z IR 2 ([ MmBERITRIZENF B 1) hn2.00/E
ZE—RF  mBERTREREN0.75E2.00E) 60,839 66,274
uUSD 2015: Fixed rates at 3.72% to 4.91%
eV ZE-hF: EFR3T72E491E - 182,026
166,939 390,548

Borrowing from a financial institution with the carrying
amount of HK$37,986,000 (2015: HK$36,376,000)
bear interest at LIBOR plus 4.75% (2015: LIBOR plus
4.75%) and is denominated in USD.

Bank overdrafts bore interest at 5% per annum for the
period ended 31 December 20135.

BRI E37,986,0008 L ( ZF— R F : 36,376,000/ L) 2
RASHEEEFIZRBRRTAZRENL7SE(ZF
—RF : RBERTRERENA.75E) B AETTEHE ©

REE-_ZT-—RF+-A=1+—H LB/ - RITEIREF
FRSEEHS -
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25. AMOUNTS DUE TO RELATED COMPANIES AND

26.

152

ULTIMATE HOLDING COMPANY

The amounts due to related companies and the ultimate
holding company are unsecured, interest-free and
repayable on demand.

Ms. Huang has the controlling interests over these related
companies.

LOANS FROM A RELATED COMPANY

The related company is Henan Zensun Real Estate Co.,
Ltd. (“Zensun”), in which Ms. Huang has controlling
interests.

The loans amounting to HK$164,516,000 (2015:
HK$337,233,000) are unsecured, interest bearing at
the lower of (i) 4% per annum or (ii) such other interest
rate the Group is able to borrow in an amount equal to
the relevant loan from a bank or a financial institution
at the date of drawdown, except for the amount of
HK$109,535,000 (2015: HK$154,747,000) which
is repayable in 2018 and classified under non-current
liabilities, the remaining amount is repayable within one
year.

The remaining loans amounting to HK$997,124,000
(2015: HK$Nil) are unsecured, interest-free and
repayable two years after the date of drawdown. Those
amounts are not repayable within one year based on
scheduled repayment dates has been shown under current
liabilities as the related party has discretionary rights to
demand immediate repayment.

In the opinion of the Directors, the carrying amounts
of the loans approximate their fair values at initial
recognition.

25.

26.

BNEELRARKREZERATRE

ENRIE R R RREERARFIBREIER 2EALRE

HuangZ +$2 SRE N BB RS -

RE—HBAEQRZEN

MEARIRAMEREXARAR([ERM]) * Huangk =
REFRHEAZERER -

164,516,000/ 70 (=T — A4 : 337,233,000/ 70) 2 &
RABER - R TIEERERTE « () FFR4ES () EER
R APAREEEAMBTREREEBEABTHERS
BIHEMFR - BER-Z—N\FEEERDBIIERDEE
2109,535,000/8 7L( — T — A4 : 154,747,000 7T ) 5
BT EBAR—FREE -

BT £%997,124,0008 0 ( —F—HF  TET)Z2EFRAE
EIRE  RENBRREDNBEMFAREE - ZFEREE
HERRBAR—FRNEE  EBREATERIEEEZ KA
FHES - MEIERBIAME -

EE2RR REERZEEERERERFELATE
EE=I
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27.

SHARE CAPITAL OF THE COMPANY 27.  RAFRK
Number of
ordinary shares Amount
ZRERHE &8
HK$°000
THET

Ordinary shares with no par value: BEEZEBER

At 1 April 2015 RZZE—RFHEA—H 3,655,657,172 189,595

Issue of shares under open offer (note a) RIEAFRERITRGD (Hita) 365,565,717 35,583

Exercise of share options (note 33) T B AE (A7 5233) 10,197,080 1,698

Issue of shares for acquisition of subsidiaries WP B A R P EEr T Z iR D

(note 29) (K15#29) 1,350,000,000 330,750

At 31 December 2015 RZZE—RF+=-A=+—H 5,381,419,969 557,626

Issue of shares under share subscription (note b) 1RiERRDRREEEITIRN (H757Db) 795,400,000 159,080

At 31 December 2016 R-_E—RF+-_A=+—H 6,176,819,969 716,706

Notes: et -

a. On 22 April 2015, the Company completed an open offer a. RIZE-—RAFWA-+ -0 ARRETRAREE  AEK
by issuing 365,565,717 ordinary shares on the basis of one IR 01B T RBEREHAE +IRR AR B — R
rights share for every ten existing shares, at a subscription &l fn 2 B#EFE1T7365,565,717 i@k - EWCER & FGA
price of HK$0.1 per rights share. The cash proceeds received #)%36,557,0007% 7T (1B Bk (9 3175 52 974,00078 7T AT ) (B A
amounted to approximately HK$36,557,000 (of which 11,299,000 LREE=F—HF = A=+ —HILHMEE) -
HK$11,299,000 was received during the period ended 31
March 2015), before share issue expenses of HK$974,000.

b. On 30 May 2016, the Company completed a subscription b. RZZ—RNFRA=1+H  ARATK - BARBRS - HAE

transaction to issue 795,400,000 new ordinary shares at the
subscription price of HK$0.20 per subscription share and
received proceeds of approximately HK$159,080,000.

All the shares issued during the year/period rank pari
passu with other shares in issue in all respects.

EERRER0.2078T317795,400,00008 31 5 /A% - UCERFT
1S HUE#AI159,080,000/8 7T ©

F/HRNETZABERNDERETHARMEZETRNE
BREHE o
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28.
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DEFERRED TAXATION

At 1 April 2015

Acquisition of subsidiaries
(note 29)

Charge to profit or loss

Exchange realignment

At 31 December 2015

Credit to profit or loss
Exchange realignment

At 31 December 2016

w=

—HEMA—H

W B P~ B
(Hz£29)

iSiski

SRR

bE 5+ A%

w=

i b

—hE

+ZA=+—H

SARETA

bE H TR

n=

=

=

/_\

28,  EEHE
Accelerated  Revaluation

tax of investment Business
depreciation properties  combination Total
IEEBIERE REWESR B S gts st
HK$°000 HK$°000 HK$°000 HK$°000
T FHExT FHET FHET
66 3,934 - 4,000
- - 7,629 7,629
- 537 - 537
- 204 - 204
66 4,675 7,629 12,370
- (325) - (325)
- 4 (492) (488)
66 4,354 7,137 11,557
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28. DEFERRED TAXATION (continued)

At 31 December 2016, the Group had unused tax losses
of HK$597,149,000 (2015: HK$544,971,000) which
are subject to agreement with respective tax authorities,
available to offset against future profits. No deferred
tax asset has been recognised in respect of the unused
tax losses due to the unpredictability of future profit
streams. Tax loss can be carried forward indefinitely,
subject to fulfilment of certain conditions or rules,
except for tax loss amounting to HK$27,581,000 (2015:
HK$11,434,000) incurred in the PRC will expire in the
following years ending 31 December:

2020 =
2021 =

Following the change in the controlling shareholder of
the Company during the previous period, certain tax
losses incurred in the USA before such shareholding
change cannot be further utilised to offset future profits
pursuant to applicable tax regulations in the USA. The
related tax losses have been excluded from the Group’s
unused tax losses and its related deferred tax asset.

28.

IESERH ()

M_T—XNF+-A=Z+—8 AEBARPHEREEEL
597,149,000 ;L (ZF — R F : 544,971,000/ L) » £
BB BHEETY 2 HeE - IREEINARKFE - BRE
BETERI BB FIAOR - MO SR B A EE B REL
MIBEE - TAE THREFSIRAE - BIIEEE ] ER AL
- MERPEEA ZBIIEEE27,581,0008 (= —H
F 1 11,434,0008 ) BRBEATFE+=—A=+—H1t
EN

2016 2015
—B-AE —g-nf
HK$°000 HK$000
TR Fi#x
10,386 11,434
17,195 -
27,581 11,434

RBERBARRERRRERE - RIEXBEABEE
B EZBREBINEBEEL 2 S THEBR A E—
FREEMARIEN - BRERABBRIRELARE RS
RAMEER R EBRBRERBEEENID
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29.

156

ACQUISITION OF SUBSIDIARIES

Acquisition of equity interest in Vigor Capital Holdings
Limited

Pursuant to a sale and purchase agreement entered
into on 2 October 2015 between Ms. Huang and the
Company, Ms. Huang agreed to sell and the Company
agreed to acquire 100% of the issued share capital of
Vigor Capital Holdings Limited (“Vigor”), a company
wholly owned by Ms. Huang for a consideration of
issue of 1,350,000,000 ordinary shares of the Company
(representing approximately 25.1% of the enlarged issued
share capital of the Company). The transaction was
completed on 24 November 2015. Vigor is an investment
holding company and indirectly holds 100% registered
capital in AR IF A F B AR A 7], which is engaged
in property development in the PRC.

The consideration of the acquisition at date of
completion, representing the fair value of 1,350,000,000
ordinary shares of the Company, determined using
the published share price available at the date of the
acquisition, amounted to HK$330,750,000.

The acquisition is accounted for using the acquisition
method of accounting in accordance with HKFRS 3
Business Combinations. The Directors believe that the
acquired items constitutes a business in accordance
with HKFRS 3 (for example, construction activities
and pre-completion sales activities had been started
before the acquisition). The bargain purchase recognised
was HK$47,738,000, mainly arose from the drop of
the Company’s share price from the date of sale and
purchase agreement to the completion of the transaction.

Acquisition-related costs of HK$1,067,000 have been
expensed and included in administrative expenses during
the period ended 31 December 20135.

29.

WHEHI B A E

W Vigor Capital Holdings Limited 2 IR #

BRER-_Z—AF+A -_HHuangZ TEARFFIL 2
BEEW#  Huang T EREHEBARRIEREWE
Vigor Capital Holdings Limited ([ Vigor | * FAHuangZ -2
BHR) 2B EITERA - KETIAETT1,350,000,000
RART 2 EBREERARREBBAREEITRAZL
251%) 2 AREN c ZRXHR_E—RFE+—A=+WA
SEAK © Vigor B EZR AR - FEFH A IERLH
BEXEERAB(RFEEEDERR) 2 2 H T MARE -

R5ERk B #l 2 W BB HE 5330,750,000/8 7T + HE AN A
1,350,000,0000% & @A% 2 AFAE - JoEBARUWEE B EIE
ZERAMIREEE -

W B ERIRE B RS A FE3REF S AR ST
EANR - EERE - BEEBMSIRELERSEI - ATiE
HE R —TBER(PINMEEE) RERAIEEEEERK
BEIETAIFRG) - DEREERE /47,738,00087T -
FEHARGREREEMHAPER I EXEE T
BEH -

HE-_ZT—RF+-_A=+—BI-HM LWEEEEH
ZHA 1,067,000 LB ARAS - Wit ATTHAXA °
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ACQUISITION OF SUBSIDIARIES (continued)

Acquisition of equity interest in Vigor Capital Holdings
Limited (continued)

The recognised amounts of assets and liabilities of the
acquired companies at the date of acquisition (which is
24 November 2015) are set out below:

Property, plant and equipment
Properties under development for sale
Accounts receivable, deposits and prepayments
Tax recoverable

Amounts due from related companies
Bank balances and cash

Accounts payable and accruals

Tax payable

Amounts due to related companies
Loans from a related company
Deferred tax liabilities

Net assets acquired

Consideration
Less: recognised net assets of the acquirees

Bargain purchase gain (included in ‘other gains and
losses’ in the profit or loss (note 6))

Net cash inflow on acquisition:
Cash and cash equivalent balances acquired

Included in the loss of the Group for the period ended 31
December 2015 was an aggregate loss of HK$4,143,000
attributable to the acquired companies (after elimination
of transactions with the Group). No revenue was
generated from the acquired companies during the
period.

Had the acquisition of been completed on 1 April
2015, the Group’s loss for the period would have been
increased by HK$8,724,000. The pro forma information
is for illustrative purpose only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had the
acquisition been completed on 1 April 2015, nor is it
intended to be a projection of future results.

W R Y A B (A7)

W fg Vigor Capital Holdings Limited Z iR # (&)

REEAM(A—E—hAF+t—-A-1TOA)ZEREAR
ZOHEREENABSBEHIIMT

HK$°000

FBxT

YE -~ BB KRB 59
AR EERERPYE 605,911
JEURBRZR ~ H& RIEN F0B 1,979
AT Uk [B1 7 T8 1,150
JEURRAE R RIFE 7,185
BITRESBRIRE 6,028
JENTBR R N ERT B (67,411)
(2)

B REE N RIFIA (14,055)
E—FHBEEARER (154,727)
REFIBAE (7,629)
T B EFE 378,488

330,750

B ERERIRWEET 2 EEFE (378,488)
BN 2 W (FTAERED

[ Bt st B8 IR (Afit6)) (47,738)

WIEZ RS MAFER
Friis 2 RE MRS FEIA B AR 6,028

AL EEEE—_T—hAFt_A=1+—HILHMZEE
ThER AW A B FE(G 5 1B 42584,143,00078 7T (72 5 bR £2
AEBZR5%)FTE - BIREIRE NG I EEE U -

HMEBEEER -_ZT—RAFMNA—HB%K @ AIAEESHR
ET1E 5 15I08,724,00078 7T o HE ERMEMRAA R - WIE
SHEAMEEA T —RAFNA—HE TR ZBERT - A&
B ERAG RS 2 ek MAEE LS - T RIEAR KR ESE
288 -
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30. DISPOSAL OF SUBSIDIARIES

(a)

158

Deemed disposal of GMR and its subsidiaries

During the year, GMR, a former subsidiary of
the Company, has successfully completed its
share offering and migration listing in the New
York Stock Exchange. Consequently, the Group’s
equity interest in GMR was diluted from 99.9%
to 14.8%, resulting in a loss of control in GMR.
Thereafter, GMR was ceased to be subsidiary
of the Company, and the Group classified the
investment in GMR as designated as at fair value
through profit or loss (note 20).

The net assets of the GMR and its subsidiaries at
the date of the disposal were as follows:

Net assets disposed of:
Investment properties
Restricted bank balances
Prepaid expenses
Accounts receivable, deposits and prepayments
Pledged bank deposits
Bank balances and cash
Accounts payable, deposits received and
accrued charges
Amount due to immediate holding company
Amounts due to the group companies
Secured bank borrowings — due after one year

Deemed loss on disposal of subsidiaries:
Net assets disposed of
Fair value of retained interest
Non-controlling interests
Cumulative exchange difference in respect of the

net assets of GMR reclassified from translation

reserve to profit or loss on loss of control of
GMR

Net cash outflow arising from the deemed disposal:
Bank balances and cash disposed of

HEHEQE

(a)

HBIEHEGMRR KB 4 7

RAFE - ANARZATHEB QT GMRE I FERER
MOBEAERZHzBHEERER M - Bt &
EENGMRZIEAEH99.9% HE F14.8% » EEA
SEKAXEGMRZIZHHE o th18 * GMRTHAAR
RIZKB AR - AAEEBENGMRZEEN A

HIERRAFES AR (ME20) ©

GMREEMBARNHESHEANZEEFE

BIEHEME AR ZEE

NN
HK$°000
Fix
BEHEEEFE

B 729,355
SIRFIRI T 148
TEfTRAS 16,526
JEURBRZN « H RIEN B 5,053
DIEIRIRITIER 7,437
RITESRRIRE 19,978

JENMEER - BWIRE N EAHER
(14,110)
JEN EEIER A RFA (105,640)
JERTEERARIFUE (11,543)
BEBRTER R —FRIH (422,550)
224,654

BHEEETFE (224,654)

REERATE 202,086

IR A 89
MGMRZ EEFEERERBENHEAZ
REGMRIZHIE 2 B M E S 2 25HE

AR
146
(22,333)

BIEHEEHEL ZRSMHFER

EHERITESRIRE

(19,978)
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30.

31.

DISPOSAL OF SUBSIDIARIES (continued)

(a)  Deemed disposal of GMR and its subsidiaries
(continued)

During the year, included in the revenue and
the loss of the Group for the year are revenue of
HK$23,529,000 and a net loss of HK$15,247,000
respectively attributable to GMR and its
subsidiaries.

(b)  Disposal of subsidiaries

During the year, the Group disposed of its entire
interest in certain subsidiaries and a net gain of
approximately HK$9,205,000 was recognised
upon disposal. The amount represents the
reclassification of cumulative exchange difference
from translation reserve to profit or loss.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. In view of
the Group’s expansion strategy, the Group has sourced
fundings from its related companies in which Ms. Huang
has beneficial interests and continued to look for external
financing sources. The Group’s overall strategy remains
unchanged from prior period.

The capital structure of the Group consists of net debt,
which includes bank and other borrowings, amounts
due to related companies and loans from a related
company disclosed in notes 24, 25 and 25, net of bank
balances and cash, restricted bank balances and pledged
bank deposits, and equity attributable to owner of the
Company, comprising issued share capital and reserves.

The Directors review the capital structure on an annual
basis. As part of this review, the Directors consider the
cost of capital and the risks associated with the share
capital. Based on recommendations of the Directors, the
Group will balance its overall capital structure through
the payment of dividends, new share issues, raising of
new borrowings or redemption of debts.

30.

31.

S D ] ()

(a) HRIFHEGMRREME 2 A (HF)

RAFEE - sTAREEFE Rz MEEBTIAR S 5
BB GMR & EFff 8 A Bl fE(L 2 W #523,529,00078 7T &
5185 %5015,247,00078 TTFTEL °

(b) HEHELA
RAFER  AEBHEENETHERR 225
REss o WA S FIRR R FEEL9,205,000/8
T ZREERFEL ERMREREERECE
MR

EXREBEE

AEBEREADRBERAEEERBEMSELLE -
FRECERRERTERBRRTREANLR - ERARE
B2 EEREE - AEEAHuang THAE R ER 2 B
RABEESRBEREESRINTRERE - AEEER
SRR LB HIR (RIS 12 -

AEEEARERIFEEFE - NBENRHT24 - 25Kk25
REZRITREMEER  BNBEEQARKEARKS —HH
BRARER  BRITEHLEES  XRHBITESKREE
MRITEFRRARBEE ARIGRE  BREOBTERAR
e -

EEBFHEHERNRER - BRAZEEN  EFAAH
BARKRARRREEAER - REEFESE - ARERE
BXARE - BITHRG  BEFEEXBELEER - FE
HERERRRE -
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E-RNFT_A=t—RHILFE

Financial assets at fair value through
profit or loss

Loans and receivables (including cash and
cash equivalents)

Financial liabilities
Financial liabilities at amortised cost

Financial risk management objectives and policies

Details of the Group’s financial instruments are
disclosed above and in the respective notes. The
risks associated with these financial instruments
include foreign currency risk, interest rate risk,
price risk, credit risk and liquidity risk.

The management monitors and manages the
financial risk of the Group through internal
risk assessment which analyses exposures by
degree and magnitude of risks. The policies on
how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

FINANCIAL INSTRUMENTS 32.
Categories of financial instruments
Financial assets CREE

ETRAE
REBIERAGHE 2 2RAE

SWTA

BAHEFABRZERERE

;h&%'ﬂﬁl?ﬂlﬁ( BREAEK
Re%EEE)

ST AZHER
31.12.2016 31.12.2015
—RE —E-HF
+=A=+—-8 +=H=+-H
HK$’000 HK$°000
FBT FExT
187,403 9,812
289,508 249,339
1,614,220 1,015,852
HREREERERKFE

AEBZ BT AFBER EX RS MEHE - ,E
ELMTEEEzARBITINERR - FEE R
BRER  EERRMEBESAR

BREESEBO TR 2IEE KIEE 2 NEPE R
EERE EEZK%.ZWH%HKA ERRERZERR
ZBERETAT o @F R EEEZERE - A
RIS REEE R
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32. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Foreign currency risk

Certain assets and liabilities are denominated in
foreign currencies of respective group entities,
which are mainly USD, SGD and JPY. The Group
currently does not have a foreign currency hedging
policy. However, the management monitors
foreign exchange exposure and will consider
hedging significant foreign currency exposure
should the need arise.

The carrying amounts of the foreign currency
denominated monetary assets and monetary
liabilities at the reporting date are as follows:

Assets BE
USD v
SGD oo
JPY H
Liabilities BE
USD E7T
SGD o

SWMIA(E)
b. HEEBREZERERBKEE)
SN I B

ETEERBBASKEERZIINEIIE T2/
T AT R BBl o AR E B BRSNS E
B - R BREREINERAR - WHNE R
R ERINERL o

RiE BHNINESIE 2 B EEREB BB
EEMT :

31.12.2016 31.12.2015
—E-XE —B-®F
+=A=+—HB +=A=+-—H
HK$°000 HKS$°000
FET FERT

13,897 681

33,912 71,520

3,852 4,499

22,723 223,614

- 1
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32. FINANCIAL INSTRUMENTS (continued)

162

b.

Financial risk management objectives and policies
(continued)

Foreign currency risk (continued)

Foreign currency sensitivity

As HK$ is pegged to USD, no sensitivity analysis
on the fluctuation on USD against HKS$ is
presented.

The Group’s foreign currency risk is mainly
concentrated on fluctuation of SGD and JPY
against HKS$. The following table details the
Company’s sensitivity to a 5% (2015: 5%)
increase or decrease in SGD and JPY against HKS.

The sensitivity analysis includes only outstanding
foreign currency denominated monetary items
and adjusts their translation at the year/period
end for a 5% change in SGD and JPY. A positive
number indicates an increase in post-tax loss for
the year/period where SGD and JPY weakens
against the HKS. For a 5% strengthening of SGD
and JPY against HK$, there would be an equal
and opposite impact on the post-tax loss and the
balance would be negative.

32.

SGD N3 T

JPY H

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange
risk as the year/period end exposure does not
reflect the exposure during the year/period.

SWMIA(E)

b. HEEBREZERERBKEE)
G T s (4F)
SR E

MAETTEE TR - MW EE2 X TR AETRE
ZERE DT

REEZHMNERR T 2 ERRFT KT BELE
TLZ KRB o TREHFIARRBEF IR BELE
T INSORM A5 % (ZF—HF  5%) ZBRAE -

BREIMEBRRFRINEIIELERIAR  RF
SERIBIIE TR ABZ 5% S B HBIAE o EH
BRAFE/HRRRRERR TR A BT
B TUR 9 2 3818 o RET AT K A B R BTG
S%E - BEBHRERENAEAER 2 ZE M
‘EHRARAH-

Profit or loss

Rz
1.1.2016 1.4.2015

to to

31.12.2016 31.12.2015
—E-RF —EB-HF
—H—HBZ MA—HZ
—B-RE N
+=A=t+-8 +=A=t+-8
HKS$’000 HKS$’000
T FH

1,416 2,986

161 188

mRNF R RERARERRE S HREARE - RER
ERA  BRESTLTERREEINERL -
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32. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Interest rate risk

The Group’s results and operating cash flows
would be affected by the changes of market
interest rates. The Group’s exposure to market
risk for changes in interest rates mainly arises
from bank and other borrowings and loans from a
related company. Bank and other borrowings and
loans from a related company carried at variable
rates and fixed rates expose the Group to cash
flow interest rate risk and fair value interest rate
risk respectively.

The Group has exposure to cash flow interest rate
risk through the impact of the rate changes on
bank balances and bank and other borrowings
which are carried at variable interest rate. The
Group has exposure to fair value interest rate risk
through fixed rate bank deposits, fixed rate USD
bank and other borrowings and fixed rate RMB
loans from a related company.

The Directors consider the Group’s exposure of
the bank deposits to fair value interest rate risk is
not significant as interest bearing bank deposits
at fixed rate are within short maturity periods in
general.

The Directors manage the interest rate risk by
maintaining a balanced portfolio of fixed rate
borrowings and floating rate borrowings.

SWMIA(E)
b. HEEBREZERERBKEE)
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32.

164

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Interest rate risk (continued)

Interest rate sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest rates
risk for its variable rate borrowings at the end of
the reporting period. The sensitivity analysis does
not consider the exposure of the bank deposits
because the impact is not significant. The variable-
rate borrowings carry interest at HIBOR, LIBOR,
SIBOR and SGDSOR. The analysis is prepared
assuming that the bank borrowings outstanding at
the end of the reporting periods were outstanding
for the whole year. A 100 basis points increase
or decrease is used when reporting interest rate
risk internally to key management personnel
and represent management’s assessment of the
reasonably possible change in the interest rates.

If interest rates had been 100 basis points higher/
lower and all other variables were held constant,
the Group’s loss after taxation for the period
would increase/decrease by HK$1,711,000
(1.4.2015 to 31.12.2015: HK$2,042,000).

In management’s opinion, the sensitivity analysis
is unrepresentative of the interest rate risk as the
year/period end exposure does not reflect the
exposure during the year/period.

Other price risk

The Group is exposed to equity price risk arising
from listed investments classified as financial assets
at fair value through profit or loss.

Price sensitivity

The sensitivity analyses below have been
determined based on the exposure to price risks of
financial assets at fair value through profit or loss
at the end of the reporting period. If the market
price of the financial assets at fair value through
profit or loss had been 30% (2015: 30%) higher/
lower while all other variables were held constant,
the Group’s post-tax loss would decrease/increase
by HK$46,944,000 (1.4.2015 to 31.12.20135:
HK$2,437,000), as a result of the changes in fair
value of the financial assets at fair value through
profit or loss.

32.
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32. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Other price risk (continued)

Price sensitivity (continued)

In management’s opinion, the sensitivity analysis
is unrepresentative of the inherent price risk as
the year/period end exposure does not reflect the
exposure during the year/period.

Credit risk

At the end of the reporting period, the Group’s
maximum exposure to credit risk which will
cause a financial loss to the Group in the event
of the counterparties’ failure to discharge their
obligations in relation to each class of recognised
financial assets as stated in the consolidated
statement of financial position and the amount
of contingent liabilities in relation to financial
guarantees issued by the Company as disclosed in
note 36.

As at 31 December 2016, the credit risk of
the Group was primarily attributable to and
concentrated on bank deposits. The Directors
consider the credit risk for bank deposits is
limited because the counterparties are financial
institutions with high credit ratings.

Liquidity risk

The Group’s liquidity requirements for operation
and its compliance with lending covenants is
monitored closely by the management of the
respective companies, to ensure that it maintains
sufficient reserve of cash and adequate committed
line of funding from major financial institutions
to meet its liquidity requirements in the short and
long term.
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32. FINANCIAL INSTRUMENTS (continued) 32, @®MIAE)
b.  Financial risk management objectives and policies b. HEEBEEEERHE(E)

(continued)
Liquidity risk (continued) RENE S B (E)
The following tables detail the Group’s remaining TERFAVNAEEREBERBRTERB 2 RRE
contractual maturity for its financial liabilities WER  DIRBASEENTRZFARERRER
based on the agreed repayment terms. The table BEZARURRENERE - TREHAFSRAE
has been drawn up based on the undiscounted eHEME -

cash flows of financial liabilities based on the
earliest date on which the Group can be required
to pay. The table includes both interest and
principal cash flows.

Weighted ~ On demand Within Within Total
average  or within 1-2 2-5 Over undiscounted Carrying
interest rate 1 year years years Syears  cash flows mount

mETH EER KB

Gk - -ERER  ZERFR  BALE RERBAR FREfE
%  HKS000  HKS000  HKS000  HK$000 — HK$000  HKS000
TER TR TR TR TR TR

At 31 December 2016 R-B-XE
t-A=t-H
Accounts payable, deposits ERER - EhiEe
received and accruals RIEHER - 170,180 - - - 170,180 170,180
Amounts due to related [EREERAITIE
companies - 77475 - - - 77475 77475
Loans from a related company %gjeﬁ BERRZ
Hm\
- interest-bearing -8 4.00 60,634 112,057 - - 172,691 164,516
- non-interest bearing -%8 - 997,124 - - - 997,124 997,124
Bank and other borrowings and  $#47 R E 0 EE L5
bank overdraft 8% 3.35 160,156 5,704 17,112 30,692 213,664 204,925

1465569 117,761 17,112 3069 1631134 1,614,220

Financial guarantee contracts ~ BISERA4)

(Note) (it 467,282 - - - 467,282 -

At 31 December 2015 R-B-1%
TZA=t-H

Accounts payable, deposits RS - EhiEe

received and accruals RETER - 73,385 - - - 73,385 73,385
Amounts due to related ENEERTZE

companies - 143,832 - - - 143,832 143,832
Amounts due to ultimate holding [E{T&A&IZHA A

company ZR - 26,740 - - - 26,740 26,740

Loans from a related company % & —BBEAR
N

=2y
Bank and other borrowings and  $R77REMEER
bank overdraft BITEX 329 166,110 175,068 85,713 36,065 462,956 434672

4.00 189,785 6,190 160,937 - 356,912 337,233

599852 181258 246,650 36065 1063825 1015852

Financial guarantee contracts B #ZRA#)
(Note) (Hizt) - 11,476 - - - 11,476 -
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32.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Liquidity risk (continued)
Note: 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 Group’s bank borrowings with a repayment
on demand clause but not repayable within
one year are classified under “on demand”
time band in the maturity analysis. Taking into
account the Group’s financial position and the
fair value of the pledged assets, the Directors
believe that it is not probable that the banks
will exercise its discretionary right to demand
immediate repayment and such term borrowings
will be repaid in accordance with the scheduled
repayment dates set out in the loan agreement. On
this basis, the interest and principal cash flows for
the bank borrowings would be as follows:

32.

Weighted

average

effective
interest rate
MEFH
ERFI=

At 31 December 2016 R

Bank borrowings with a ot
repayment on demand clause H178

At 31 December 2015 RZZ-1%
TZA=t-H

MEEEREEESL
RIER

Bank borrowings with a
repayment on demand clause

%

2.77

2.14

SWMIA(E)
b. HEEBREEEEREEE)
REBESREM(F)

Brat - EMETSERA QAR BERE T REUERFURE -
AEERBLHARAENZBEERREZ&ESS
B ENBEPHAER 2 ES  AEER/ARE
AR RPN BRI TR Z AT REIE TR - AT - & fdat
BIEHFIRBEERREZATEEMBE - LA
MRARFEEREFHAHUBERUGAGERZE
HEEmE -

AEEMHZBREZFFKETR—FREEZR
TEHRRBMB ORI EER IFEAER - 5tk
AEBEMBRANCEREEZ A TE  EF4E
15+ MITPAFREI TR R ERANEE R 2 BYIEHE
A B E BRI E SR i e Ta e &5 B H(E
B R EE - RITERZMBERASRERES
LU

On demand Within Within Total
or within 1-2 2-5  undiscounted Carrying
1 year years years  cash flows amount
EER ES:3)
- -EWEAN  ZZEHFR RERELE REE
HKS000  HK$000  HK$000  HK$000  HKS$000
TiEn TiEn TiEn TiEn TiEn
269 3,761 4,297 8,327 7,815
282 3702 7,974 11,978 11,297
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32.

33.
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T AFTA=+—BILFE

FINANCIAL INSTRUMENTS (continued)

c. Fair value of financial instruments

The Group’s financial assets at fair value through
profit or loss (representing the listed investments
with standard terms and conditions and traded in
active liquid markets) are measured at fair value
at the end of each reporting period and they are
grouped under Level 1 of the fair value hierarchy
with reference to quoted market bid prices.

The fair values of other financial assets and
financial liabilities are determined in accordance
with generally accepted pricing models based on
discounted cash flow analysis.

The management considers that the carrying
amounts of financial assets and financial liabilities
recognised in the consolidated financial statements
at amortised cost approximate their fair values.

SHARE OPTION SCHEME

On 28 August 2013, a new share option scheme (the
“Share Option Scheme”) was adopted by the Company.
The purpose of the Share Option Scheme is to motivate
eligible persons who contribute to the success of the
Group’s operations. The Share Option Scheme remains
in force for 10 years from that date, unless otherwise
cancelled or amended. Eligible persons of the Share
Option Scheme include (i) a director or proposed director
(including an independent non-executive director) of any
member of the Groups; (ii) a direct or indirect shareholder
of any member of the Group; (iii) a supplier of goods or
services to any member of the Group; (iv) a customer,
consultant, business or joint venture partner, franchisee,
contractor, agent or representative of any member of
the Group; (v) a person or entity that provides research,
development or other technological support or any
advisory, consultancy, professional services to any
member of the Group; and (vi) a landlord or tenant
(including a sub-tenant) of any member of the Group.
Subject to the terms of the New Share Option Scheme,
the Board shall be entitled at any time during the life of
the New Share Option Scheme to offer the grant of any
option to any eligible person as the Board may in its
absolute discretion select and the basis of eligibility shall
be determined by the Board from time to time.

32.

33.
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SHARE OPTION SCHEME (continued)

Pursuant to the Share Option Scheme, the maximum
number of shares in respect of which options may be
granted is such number of shares which, when aggregated
with shares subject to any other share option scheme(s),
must not exceed 10% of the issued share capital of the
Company from time to time. The maximum number
of shares issuable under share options to each eligible
person in the Share Option Scheme within any 12-month
period is limited to 1% of the shares of the Company
in issue at any time. Any further grant of share options
in excess of this limit is subject to the shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in
advance by the independent non-executive Directors
(excluding any independent non-executive Director
who is the grantee of the options). In addition, any
share options granted to a substantial shareholder or an
independent non-executive Director, or to any of their
respective associates, in excess of 0.1% of the shares of
the Company in issue at any time and with an aggregate
value (based on the price of the Company’s shares at
the date of grant) in excess of HK$5,000,000, within
any 12-month period, are subject to the shareholders’
approval in a general meeting.

The amount payable upon the acceptance of an option
is HK$1.00. The period within which an option must
be exercised shall be such period as the Board may in
its absolute discretion determine at the time of grant,
save that such period shall not be more than 10 years
commencing on the date of grant of an option.

The exercise price of the share options is determinable
by the Board, but may not be less than the highest of (i)
the closing price of the Company’s shares as stated in the
daily quotations sheet of the Stock Exchange on the date
of offer of the grant, which must be a trading day; (ii) the
average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheet for the five
trading days immediately preceding the date of offer of
the grant; and (iii) the nominal value of the Company’s
shares.
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33.

170

SHARE OPTION SCHEME (continued) 33.

The total number of shares in respect of which options
may be granted under the Share Option Scheme is not
permitted to exceed 10% of the shares of the Company
in issue at any point in time, without prior approval from
the Company’s shareholders. The number of shares issued
and to be issued in respect of which options granted and
may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in
issue at any point in time, without prior approval from
the Company’s shareholders. Options vested immediately
and may be exercised at any time not exceeding a period
of 5 years from the date on which the share options is
accepted.

The following table disclose movements of the
Company’s share options held by Mr. Fong Kwok Jen,
the then director of the Company, during the period
ended 31 December 2015:

Exercised
price
per option

BHBERE

Date of grant B AH T8
HKS$

BT

(note)

(Hizt)

13 February 2015 —ZE-RE-R+=H 0.1128
Note: The number and exercise price of the outstanding share

options were adjusted as a result of completion of the open
offer of rights issues of the Company’s shares (note 27).

B IR rERT 8 (&)

BREEAAE BT R T 2 ARG B 2 I B BER
RARBRRELMAR - TAFFBBARBREAERE
BEBITRN10% » EPMEM —FAR TRA LR T ER
AL ZBREERZEHTRETEITROBE ERER
RAERELAAER  TAFBEARRNMEMEREE
BITRN1% - B BRRERAZ HE T BB R FH
e PO (] B ) DV By 3 J O P REJEA T2 o

TREERBEZE-_T-RAF T _A=t—HALHRAEAR
AERZEERREEERFAZARRBEEES

Number of options
BREHE

Exercise At
during the 31 December
At Adjustment  period ended 2015 and
1 April inrespect 31 December 31 December
2015 of open offer 2015 2016
»
Bz —E-TfF
S —®2-I% tZA=1-H
—Z-IF RAMBE t-A=+-B RZT-~F
MA—B EHzAE  LHEEAE t=A=+-H

(note)

(Hist)
10,000,000 197,080  (10,197,080) -

Bret - MARTTEZ BRESE RITEERTKARBEERRTRMNZ
AR AD 1 H R (BTRE27) ©
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SHARE OPTION SCHEME (continued)

In respect of the share options exercised during the
period ended 31 December 20135, the weighted average
share price at the dates of exercise was HK$0.435.

The estimated fair value of each of the option granted at
the date of grant was HK$0.05.

The fair value at the date of grant was calculated using
the Binominal Option Pricing Model. The inputs into the
model were as follows:

Closing price at the date of grant HK$0.114
Exercise price HK$0.115
Risk-free rate 1.35%
Expected life 5 years
Expected volatility 61.01%
Expected dividend yield 0%
Early exercise behaviour 280%

The Binominal option pricing 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 directors’ best estimate.
The value of an option varies with different variables of
certain subjective assumptions.

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous
S years.

The vested share options are assumed to be exercised
with an early exercise behaviour and if the share price is
more than 2.8 times the exercise price.

33.
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34.

35.

172
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PLEDGE OF ASSETS 34.
The following assets are pledged to certain banks and

a financial institution as securities to obtain banking
facilities granted to the Group and mortgage facilities
granted to certain property buyers at the end of the
reporting period:

Investment properties wEME

Investment properties classified as held for sale
Property, plant and equipment

Pledged bank deposits

Financial assets at fair value through profit or loss

In addition, the shares of certain subsidiaries are pledged
as securities to obtain certain banking facilities granted to
the Group as at 31 December 2015.

OPERATING LEASE COMMITMENT

As lessor

Property rental income in respect of the investment
properties earned of HK$53,826,000 (2015:
HK$35,487,000), net of outgoings of HK$12,643,000
(2015: HK$9,349,000), is HK$41,183,000 (2015:
HK$26,138,000). The investment properties held have
committed tenants for the next one to three years at fixed
rentals.

DEBRHIELEZREME
mE - BB RRE
EHEMRITER

35.

BEERA

REEHREER  UTEECERTETRIL—HE
MEBIERAERBERRITHE ME TR BERERIZS
BEZE

2016 2015
—E-AE —EB-AHfF

HKS$’000 HKS$’000

FHExT FHET

461,439 774,684

28,818 -

11,664 11,975

12,794 39,908

BAFEFABRCEREE - 8,177
514,715 834,744

o RZTB—RFTA=+—H BERETHER
B2t - AMERAREBERE TRITRE 2 M -

HERERE

1ER A

BN EYER B MERS WAL BRES3,826,000/8 (=
T—HF ¢ 35,487,000 7T) + Bk 112,643,000 7T
(ZZ—HF 19,349,000 70 ) 12 541,183,000 L (==
— R4 ¢ 26,138,000 7T) - HIEREMEDBEHFEEE
HeRERSE  HAHABT —FRE=FTE -
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35. OPERATING LEASE COMMITMENT (continued) 35.

As lessor (continued)

At the end of the reporting period, the Group has
contracted with tenants for the following future
minimum lease payments which fall due as follows:

Within one year —FR
In the second to fifth years inclusive

Opver five years e CRak=

As lessee

At the end of the reporting period, the Group has
commitments for future minimum lease payments
under non-cancellable operating leases which fall due as
follows:

Within one year —FR
In the second to fifth years inclusive

Over five years fEp CRak=

Operating lease payments represent rentals payable
by the Group for certain offices and those leases are
negotiated for an average term of one to three years.

E_EERF(REEEMF)

F_EFLF(BREEREMTF)

REREREH)

ERHHEA ()

REEHREER  AREEBEFIAN TREZIH 2B

BREEHEENK

2016 2015
—E-RE —E-RF
HK$’000 HK$°000
FHEx FHET
14,963 46,013
7,316 125,714
- 199,233
22,279 370,960
1ERZAFA
RBEHEEER AEER T BEECEHER A TR
MEIH 2 B SIEMEENRIEL &S -
2016 2015
—E-RE —E-RF
HK$’000 HK$°000
FH&x FHET
1,267 2,541
2,228 5,552
- 7,546
3,495 15,639
CEHENFEAERREETHAZTRZEEET T

FHENF—B=F2HEZENES -
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36.

37.

174

CAPITAL COMMITMENTS 36. BERAEE
At the end of the reporting period, the Group had the RIEMEAEER - NREEAENT ¢
following commitments:
2016 2015
—EB-XE —T-EHE
HK$°000 HK$°000
FHET THET
Contracted for but not provided in respect of: BETAMEREE -
Acquisition of investment properties B E I E - 294,527
Acquisitions of land use rights W + b 5B A A 1,356,434 -
Property development expenditures for properties — FEZHEAYE 2
under development for sale MEBRMZ 369,054 -
1,725,488 294,527
CONTINGENT LIABILITIES 37. HRAE

(1)

As at 31 December 2016, the Group had
contingent liabilities relating to guarantees
amounting to approximately RMB408,400,000
(approximately HK$456,022,000) in respect of
mortgage facilities provided by certain banks in
connection with the mortgage loans entered into
by buyers of the Group’s properties. Pursuant
to the terms of the guarantees, upon default in
mortgage payments by these buyers, the Group
would be responsible for repaying the outstanding
mortgage principals together with accrued
interests thereon and any penalties owed by the
defaulted buyers to the banks. The Group would
be entitled to take over legal title to and possession
of the related properties. These guarantees will be
released upon the earlier of (i) the satisfaction of
the mortgage loan by the buyers of the property;
and (ii) the issuance of the property ownership
certificate for the mortgage property and the
completion of the deregistration of the mortgage.
In the opinion of the Directors, no provision for
the guarantee contracts was recognised in the
consolidated financial statements for the year
ended 31 December 2016 as the default risk is
low.

(i)

REE-—RFT-A=1+—8 AEEREHELE
EYMEZ BRI 2 RIBERMEE TRITRHEZ
HBEE 2 ERERLAREHARY408,400,000
T(#7456,022,00087T) ° REBERIER - WZEE
FIERIZBHIE - AEEAREXNREERRN
RITHAREERBATER RS LAEFERK -
AEESARZERBMENEIEREREEGE -
ZERRBRATREEHLERRER - )WEER
EEREBER  Ri)RRIBYEB LY EMBERE
WRAIRIBHBUEER - EFRA - ARENER
AR B EREREORBE_T—R"F+_H
=T RLEFEZEAWHRRFEL RS -



Annual Report 2016
B AEEH

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e PR R M

HE—

37.

38.

T AFTA=+—BILFE

CONTINGENT LIABILITIES (continued)

(i) At 31 December 2016 and 31 December 20135,
the Group has outstanding financial guarantee
issued to a bank in respect of banking facilities
granted to an investee in which the Group has a
10% interest. The aggregate amount that could
be required to be paid if the guarantee was called
upon is HK$11,260,000 (2015: HK$11,476,000).
In the opinion of the Directors, the fair value of
the guarantee is insignificant at initial recognition,
31 December 2015 and 31 December 2016 as the
Directors consider that the possibility of default is
remote. Accordingly, no value has been recognised
on the consolidated and Company’s statements
of financial position disclosed in note 40. Should
the actual outcome be different from expected,
provision for losses will be recognised in the
consolidated financial statements.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund
Scheme (the “MPF Scheme”) for all qualifying employees
in Hong Kong under the rules and regulations of the
Mandatory Provident Fund Schemes Authority. The
assets of the MPF Scheme are held separately from those
of the Group, in funds under the control of trustees.
Contributions are made based on a percentage of the
participating employees’ relevant income from the
Group and are charged to the profit or loss as they
become payable in accordance with the rules of the MPF
Scheme. When an employee leaves the MPF Scheme,
the mandatory contributions are fully vested with the
employee.

According to the relevant laws and regulations in the
PRC, certain subsidiaries established in the PRC are
required to contribute a specific percentage of the payroll
of their employees to retirement benefit schemes to fund
the retirement benefits of their employees. The only
obligation of the Group with respect to the retirement
benefit schemes is to make the required contributions
under the respective schemes.

The Group makes defined contribution to the Singapore
Central Provident Fund under which the Group is
required to make a certain percentage of the salaries
of the employees in Singapore, whereby the Group’s
obligations under the plans are equivalent to those arising
in a defined contribution retirement benefit plan.

37.

38.

HREE(H)

i) RIE—ARF+_A=+—HE-_Z—RAF+_-A
=t+—H AEEHERR T RAEEEE10%
a7 IREHR ZRITRED ARITHL 2 M5’
R o WIERERFRIE - BN 245 511,260,000
BT (T —HF 11,476,000 7T) - EERE
BRZAFER-ZZE—AF+-_A=+—HKZ=ZE
—RNF+_A=Zt—HE BRI TEKX - ME

REBEHZAEMERE - AW ERGAER R
B E40FT # 88 ANR B) 2 BE IS AR R S 3= R RERR BB 4 o
WEREREEHRER - BEBREERERE VT HR
RIER -

BKERETE

AREBERBRBMERERFEBTERZRALRI A2
BRAEREERHIRVEATESFE([BEERE]) -
BESHHEERAREEENHARTE  AXTEATEZ
HEeRA  RER2EREBNAKEMSHEBEAZED L
WA BRFRIERESTERAEMAL AR - EE
BIRHBETTEIR - BEIEHRREHREERE

REBEPERBERIESR  ETEPERINMEARZA
NEEBFE 2B EA D LARKEMETEELHESR - &
BEMEKBHEE - REBEBERKENEZE—RE
ARBERIFT B LRI -

REBFF IR P RABESRMERER - B AEE
BEGTINFREFH S 2F T A LM - MAKBEIRER
2 EERERZEERHRRAKENGE
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38.

39.
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T AFTA=+—BILFE

RETIREMENT BENEFITS SCHEMES (continued)
Total retirement benefit expense charged to profit or loss
for the year/period amounted to HK$1,227,000 (1.4.2015
to 31.12.2015: HK$1,167,000).

RELATED PARTY TRANSACTIONS

During the year/period, the Group had the following
transactions with related companies:

EBRERNGEIE)
FHAFABR 2 EBREFEFH X 51,227,000 7T
(—Z—HEWMA—HBE-_Z—HEt+-A=+—0H:
1,167,000/ 7T) °

BEALRS

RE/BR - AEBR@ERARET MRS

1.1.2016 to 1.4.2015 to
31.12.2016 31.12.2015
—E-RF —E-0fF
—H—H MA—H
BEB-RF E-F-AF
+=HA=+—H +=H=+—H
Related company Notes  Transactions HKS$’000 HK$’000
BEAR Mt x5 FHET THET
Zensun 1 Interest expenses (capitalised in
1R properties under development for
sale)
MERX (REERRTMEERL) 11,381 3,893
Relevant members of 1 Construction cost (capitalised in
Henan Zensun Corporate properties under development for
Development Company sale)
Limited (the “ Zensun RERA(MNGFEERTMEERL)
Development Group”)
EEECEEREREERFZ
BHEKEAR([EREREE]) 106,525 -
SeD USA, LLC 2 Property management services income
YEEERBEA - 1,513
Mr. Chan 3 Commission expense
e Vi - 309
Notes: Hrat -
1. Zensun and Zensun Development Group are the entities 1. EARERFEREERAAR R RKIZRTER LR BIERZ

controlled by ultimate controlling party of the Company and
together with its spouse.

2. SeD USA, LLC is a subsidiary of Singapore eDevelopment
Limited, a listed company in Singapore over which Mr.
Chan, the then director and the then ultimate controlling
party of the Company.

3. Mr. Chan is the then director of the Company.

= g

Hi= °

2. SeD USA, LLC 4 #7 il % I 1 2 & Singapore eDevelopment
Limited 2B R E - RAAERESRERRKELIEFFTRE
=3

3. RELERARBERESE
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39.

T AFTA=+—BILFE

RELATED PARTY TRANSACTIONS (continued)

The remuneration paid and payable to the members of
key management, including the directors, during the year/
period, are as follows:

Short-term benefits
Post-employment benefits

Balances with related parties are set out in the
consolidated statement of financial position, and details
of terms are set out in notes 10, 10A, 25 and 26.

In addition, during prior period, the Company acquired
from the controlling shareholder the equity interest in
Vigor. Details of which refer to note 29.

The Group is licensed by Zensun, which Ms. Huang has
controlling interests, to use the trademark of “Zensun”,
“IE7E”, on a royalty-free basis until July 2020.

R EAE R
BERIR AR A

BEALRS (&)
RE/HBR - BENRENEEEREAS(BIEES) ZHH
o
1.1.2016 to 1.4.2015 to
31.12.2015 31.12.2015
—E—-RE —E-HF
—HA—H mMA—H
EIE—RE EZE-REF
+=A=+—-8 +=H=+-—8
HK$’000 HK$’000
FET FET
1,672 6,112
109 31
1,781 6,143

ERRE A T 2 BHRE N A ISR SRE - GFGFEBE
FAMEEL0 ~ 10A ~ 25826 ©

RSN AN EE B R B 1 HR R AR AR AR BB Vigor 2 AR HE » 5
152 0MEE29 ©

AEEEIERE (Huang TR EFREEIERER)FAEE
ENBEEFHA Zensun | X[ | BIEE T -_TF+
)E] °
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40.

178

STATEMENT OF FINANCIAL POSITION OF THE 40.

COMPANY

Non-current assets

Property, plant and equipment
Investment properties
Investments in subsidiaries
Amounts due from subsidiaries

Current assets

Deposits and prepayments

Financial assets at fair value through profit or loss
Amounts due from subsidiaries

Bank balances and cash

Current liabilities

Other payables and accruals

Bank and other borrowings — due within one year
Amounts due to subsidiaries

Amounts due to ultimate holding company
Amounts due to a related company

Bank overdraft

Net current liabilities

Total assets less current liabilities

Capital and reserves
Share capital
Reserves (Note)

Total equity

FRBEE
UE RN S
REME
RIB AR ZRE
JE WP B Bl 3RIR

RBEE

B RIANRIEA
BAVEFABRZ EREE
JE P B B3R IR
RITHEBRLAE

RBRE

HAD & 508 &2 BT &
RITREMEES - —FR2H
YN RIEEYNCID

RER BRISTE N R FOR

KR —RIBE R R FIR
RITEX

REBAEFE
EERERABAE
BEXREE

A

GG D)

AR

AR BARRRE

2016 2015
et JPAY.S —E-RHE
HKS$°000 HK$°000
FHExT FHET
183 232
2,250 2,270
472,126 460,180
642,392 487,235
1,116,951 949,197
910 1,047
6,613 8,177
151,100 298,361
44,297 80,525
202,920 388,110
2,471 2,176

- 30,669
309,002 437,432
- 26,740

- 85,257

- 7,748
311,473 590,022
(108,553) (201,912)
1,008,398 748,005
716,706 557,626
291,692 190,379
1,008,398 748,005
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40.

STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (continued)

Note:

Details of the Company’s reserves are set out below:

At 1 April 2015

Profit for the period

Exercise of share options

Deemed contribution from
subsidiaries

At 31 December 2015
Profit for the year

Deemed contribution from
a subsidiary

At 31 December 2016

R-_ZT—AFMA—A
HARE A

(e g
MEBARZRIELE

RZZT—hF
+=-—A=+—H
FER A
—MMB ARz
RIELE

40.  ADRMBARRBERH)

Bret - ADRBZEHEHHBRIAT

Annual Report 2016
B AEEH

(Accumulated
Share Capital losses)
option reduction Other retained
reserve reserve reserve earning Total
EARHIR (RFHER)
BRERE e Hitif# RE BER “st
HKS$°000 HKS$’000 HKS$°000 HKS$°000 HK$°000
FET FERT FHT FET FERT
548 149,180 - (55,292) 94,436
- - - 92,859 92,859
(548) - - - (548)
- - 3,632 - 3,632
- 149,180 3,632 37,567 190,379
- - - 12,492 12,492
- - 88,821 - 88,821
- 149,180 92,453 50,059 291,692
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41. PARTICULARS OF THE SUBSIDIARIES 41. KMEBARBE
Particulars of the principal subsidiaries of the Company NR_E—ARF+_A=F+—HERZZE—HF+-A=+—
at 31 December 2016 and 31 December 2015 are as B ARABEEMBAT 2ERAT
follows:

Proportion of ownership interest
held by the Company
RARRRERARER LY

Place of Paid up
incorporation issued capital/
Name of subsidiary Notes and operation registered capital Directly Indirectly Principal activities
EMERLR BHERARE/
WEARER i EENE ERER ER i TEXK
2016 2015 2016 2015
“B-RE ZT-n%F ZE-RE —F-1f
% % % %
75 Wall Street, LLC USA Note (iv) - - 100 100 Property investment
ESel Hitiiv) ESIE
American Housing REIT, Inc. (i) USA Common stock - - 99.8 99.8  Property investment
E3El USD6,256 NERE
LiEM6,256% T
AHR First Borrower, LLC USA Note (iv) - - 99.8 99.8  Loan financing and
e Hitfiv) property investment
EFRERDERE
AHR Second Borrower, LLC USA Note (iv) - - 99.8 99.8  Loan financing
ESel Hitiiv) EFEE
China Credit Singapore Pte. Ltd. Singapore Ordinary shares 100 100 - ~ Provision of property
s SGD13,417,282 management services
TRk REERRY
13,417,280 KT
Expats Residences Pee. Ltd. Singapore Ordinary shares - - 100 100 Property investment
g SGD25,002 ESIE
£
25,0024 I
Global Medical REIT, Inc. (i) USA Common stock - - - 99.5  Investment holding
20 UsD250 REAR
BERIS0ET
GMR Asheville, LLC (i)  USA Note (iv) - - - 99.5  Property investment
ESel Hitiiv) ESIE
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41.

PARTICULARS OF THE SUBSIDIARIES (continued) 41.

Name of subsidiary

HEAFEE

GMR Gastro, LLC

GMR Memphis, LLC

GMR Omaha, LLC

GMR Pittsburgh, LLC

GMR Plano, LLC

Heng Fung Capital Company
Limited
BHREEBRLA

Inter-American Management, LLC

Aizuya Limited

Keng Fong Foreign Investment
Co., Ltd.

Notes

Hit

(iii)

(iii)

(iii)

(iii)

(iii)

Place of
incorporation
and operation
MR
EXHE

USA
*8

USA
*8

USA
*8

USA
*8

USA
*8

Hong Kong
3

USA
*8

Japan
A%

USA
*8

Paid up

issued capital/
registered capital
B4ERARE/
HRER

Note (iv)
W)

Note (iv)
W)

Note (iv)
W)

Note (iv)
W)

Note (iv)
W)

Ordinary shares
HK$2
LRRAT

Note (iv)
W)

Common stock
JPY30,000,000

LAk
30,000,000H

Common stock
USD250,000
TEAR250,0005 7T

ZE-RF

A RBER ()

Proportion of ownership interest

held by the Company
RARTRBHARERLY
Directly Indirectly

EX i

2016 2015 2016

ZT-n%F ZB-5F %

% % %

100 100 -

- - 85

- - 81.8

- - 100

2015

—hf

%

99.5

99.5

99.5

99.5

99.5

85

81.8

100

Annual Report 2016
B AEEH

Principal activities

IERR

Property investment

MERE

Property investment

MERE

Property investment

MERE

Property investment

MERE

Property investment

MERE

Property investment and
securities trading

NERERESEE

Provision of property
management services

RENEEERE

Hotel operations

EREZH

Property investment

MERE
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41. PARTICULARS OF THE SUBSIDIARIES (continued) 41.

Name of subsidiary Notes
WELRER i3
Sansui Limited

Sapporo Holdings Limited

Singapore Service Residence Pee. Ltd.

Xpress Credit Limited

HEEEERLA

MEEEIEEXERAT

AELASRHERERAT

AESHAERBRAA

182

Place of
incorporation
and operation
MR
EXHE

Japan
AA

Japan
AA

Singapore

IR

Hong Kong

PRC
i

PRC
G

PRC
RE

Paid up

issued capital/
registered capital
B4ERARE/
HRER

Common stock
JPY 10,000
TER
10,0008

Common stock
JPY3,000,000

LER
3,000,008

Ordinary shares
$GD1,250,000
EaER
1,250,00057 h035 T

Ordinary shares
HK$1,260,000
EER
1,260,000/ 7T

Registered capital
RMB50,000,000
ARH50,000,0007

Registered capital
RMB300,000,000
AR300,000,0007

Registered capital
RMBS50,000,000
ARH50,000,0007C

A RBER ()

Proportion of ownership interest

held by the Company
RARTRBHARERLY
Directly Indirectly
EX i
2016 2015 2016 2015
ZE8-A"E -T-TF Z3-xE ZI-1F
% % % %
- - 81.8 81.8
- - 81.8 81.8
- - 100 100
- - 100 100
- - 100 100
- - 100 100
- - 100 -

Principal activities

IERR

Hotel operations

BEEH

Property investment

mERE

Property investment

MERE

Securities trading and
financing services

BHEEREREH

Property development

VEZ

Property development

WEER

Property development

MEER
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41.

PARTICULARS OF THE SUBSIDIARIES (continued) 41.
Place of Paid up
incorporation issued capital/

Name of subsidiary Notes and operation registered capital
MR B4ERARE/

WELTER i EENE HRER

AEHEESERAT PRC Registered capital
‘:F RMBS50,000,000

ARH50,000,0007

AREFEENERERAR PRC Registered capital

‘:F RMB100,000,000
ARE100,000,0007C

AEEEEERERAR PRC Registered capital

‘:F RMB100,000,000
ARE100,000,0007C

Notes:

(iii)

The shares of American Housing REIT, Inc. are quoted on
the Over-The-Counter Bulletin Board of NASDAQ in the
USA.

The shares of Global Medical REIT, Inc. were quoted on the
Over-The-Counter Bulletin Board of NASDAQ in the USA
as at 31 December 2015 and disposed of during the current
year (refer to note 30).

The companies are subsidiaries of the Global Medical REIT,
Inc. and disposed of during the current year (refer to note
30).

According to the operating agreements, the member transfers
funds or property to this company from time to time as a
capital contribution but no capital contributions will be
required from the member otherwise required by law.

A RBER ()

Proportion of ownership interest

held by the Company
RARTRBHARERLY
Directly Indirectly Principal activities
EX i TEER
2016 2015 2016 2015
ZE8-A"E -T-TF Z3-xE ZI-1F
% % % %
- - 100 - Property development
ES
- - 100 - Property development
ES
- - 100 - Property development
ES
wist -

(ii)

(iif)

(iv)

American Housing REIT, Inc.Z f& {5 7 3 B 4 8 i 72 2 35 IME

Global Medical REIT, Inc.Z R =E—FHF+=A=+—H
REERETES 2 HBIMEBER S ZHRE  CRAFELE (B
20 530) -

%% 23] BGlobal Medical REIT, Inc. Zf{BAR] » ERARFE
HE (FE2HME30) ©

RFLE WS - REARTHAZAREBEESIMEERE
KERL BRIBERBTRE - BRILERTEARRBENRA
BB RF]

183



ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2016

e PR R M

BHE

41.

—EXEFZASH—RILER

PARTICULARS OF THE SUBSIDIARIES (continued)

One (2015: two) of the subsidiaries had issued debt
securities outstanding at 31 December 2016 and 31
December 20135 or at any time during the year/period.

The above list is the subsidiaries of the Group which,
in the opinion of the Directors, principally affected the
results or net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result
in particulars of excessive length.

At the end of the reporting period, the Company has
other subsidiaries that are not material to the Group.
The principal activities and places of business of these
subsidiaries are summarised as follows:

Principal activities

EEEHK

41.

Principal places of business

A RBER ()

—B(CE-EF - MEMRBRARAR - RF+_A
=+—BERZE-REF+ZA=+—H%F HREAE
RBERFREHES

R EERATEFEARBEEFEZAEENE
RA]  BERR - WHIEMHBARENKERRREE
Wt -

RIEIRIBER - AR TREECUAEEBEREAY
HBAT - SHBARY FEEHEREBHIBEROT -

Investment holding

REER

Inactive

TR

184

HK

BVI

USA
Singapore
Japan
PRC

HK

BVI

USA
Singapore
Japan

FEEKIME Number of subsidiaries
MBATEE

2016 2015
—E-REF —E-AEF
B 3 5
BBHRELRS 3 3
35 3 3
o 2 3
=N 1 2
AR 1 1
13 17
&5 2 8
REBETHE - 1
E3E 2 6
s 2 1
A - 1
6 17
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42. NON-CONTROLLING INTERESTS 42, FEERER
The table below shows details of non-wholly owned TRARNRTBEAFERER 2 IFD2EMB RTINS
subsidiaries of the Company that have material non-
controlling interests:
Proportion of equity interest Accumulated
held by non-controlling Profit (loss) allocated to non-controlling
shareholders non-controlling shareholders interests
hEERRREE ARTFFERBRR
ZBAER LA s (F8) RitFiEREs
1.1.2016 to 1.4.2015 to
2016 2015 31.12.2016 31.12.2015 2016 2015
—E-RE  CZE-E%
-A-HE A-B%
“E-RE “E-1%
ZB-RE Z2-1f +ZA=t-B tZR=1-H “E-RE “E-1%
HK$’000 HK$000 HK$°000 HK$000
TERL TER TER TER
Name of subsidiaries HEAREE
eBanker USA.com Inc. and eBanker USA.com Inc.
its subsidiaries ENBAT 18.2% 182% 374 1,327 (2,831) (4,073)
Individually immaterial subsidiaries BAIEERER 2 ER N/A N/A
with non-controlling interests FEAWBAR TEA NER (257) (865) (3,262) (3,105)
117 462 (6,093) (7,178)
43. EVENTS AFTER THE REPORTING PERIOD 43. WERRBE

Subsequent to the end of the reporting period, the Group
has entered into two agreements with two independent
third parties, CBC Oxford McKinney, LLC and Oxford
Derby Memory Care, LLC to acquire two senior housing
communities in the USA, namely, the Oxford Grand
McKinney and the Glen Carr House, for consideration
of US$17,050,000 (approximately HK$132,284,000),
and a consideration of US$10,500,000 (approximately
HK$81,465,000), respectively. Upon completion of
the acquisition transactions, the two senior housing
communities will be classified as the Group’s investment
properties.

RREREEERRE  AEEEDREMEBIE=T7 -
CBC Oxford McKinney, LLC } Oxford Derby Memory
Care, LLCEI Y M AN EEEMERETERS - 8
Oxford Grand McKinney 2 Glen Carr House ' (R{E % 5|5
17,050,000 3 7T ( £9132,284,0007% 7T ) %2 10,500,000 3 7T
(#781,465,00087T) - RIIERZ Zcilkik - MEREERE
RERDERTERZIREME -
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Results S
Revenue Wz
(Loss) profit for the FEHE
year/period (E518) % A
Attributable to: FEAS -
Owners of the Company ViN/NEIET PN
Non-controlling interests FEIERR RS
(Loss) profit for the FE/HHE
year/period (518 & F
Assets and liabilities EERAE
Total assets MEE
Total liabilities wmats
Non-controlling interests FEFERR A
Equity attributable to AAREEA
owners of the Company EihER

186

For the For the nine
year ended months ended For the year ended 31 March
31 December 31 December BEZE=A=1+—HLEE
2016 2015 2015 2014 2013
Bz BZE
—E-RE —EBE-EE
+=A +=A
=+—H =+—H
IEFE IEABA Z—E—HF ZT—NF ZET-=F
HK$°000 HK$°000 HKS$’000 HK$’000 HK$°000
FHET FH&xT FH&xT FHEx FHET
79,569 43,960 60,661 32,483 56,634
(56,585) (19,193) (55,330) (42,110) 30,004
(56,702) (19,655) (54,920) (43,503) 33,375
117 462 (410) 1,393 (3,371)
(56,585) (19,193) (55,330) (42,110) 30,004
As at As at As at 31 March
31 December 31 December R=A=+—8H
2016 2015 2015 2014 2013
R-ZZB—XRF RZZE-IHF
+=A +=A
=+-—H =t+—-H Z—ZE—&Rf ZE-0OF <ZE—=F
HK$°000 HK$°000 HKS$’000 HK$’000 HK$°000
FHET FH&T FH&xT FHEx FHET
3,698,185 2,186,089 1,168,869 1,094,327 1,175,624
(2,541,167)  (1,094,486)  (429,577)  (272,557)  (275,876)
6,093 7,178 7,568 5,028 4,648
1,163,111 1,098,781 746,860 826,798 904,396




Particulars of Major Properties

As at 31 December 2016

RZF—RFE+ZA=+—H

INVESTMENT PROPERTIES

Location

1 B

No.883 North Bridge Road, Shop on
1/F. and 27 Home Office
Units on various floors,
Southbank, Singapore 198785

5 Residential Units,
Dakota Residences,
34-42 Dakota Crescent,
Singapore 399939

30/F and Carpark No. C8 on
2nd Carparking Floor,
Wyndham Place,
No.44 Wyndham Street,
Central, Hong Kong
BEPREFGA4REREERL
30 2B EEIHCIREN

Portion B of 24/F,
Wyndham Place,
No. 44 Wyndham Street,
Central, Hong Kong
ERRIRER 44T ER A ER L
241ZBEbD

140 single-family rentals
located in the metropolitan regions of
Texas, Georgia, Florida and
North Carolina, U.S.A.
RIAEBIERERMN - BaDM  HERE
N B AE RN TR 03[R 2 140fH]
BREAEA

Parcels of Land located at 671-180-012,
013,014, 015, 016,017, 018
Desert Hot Springs,
County of Riverside,
State of California,
92503, US.A.

LA BN AT B % Desert Hot Springs.Z
H#38671-180-012 + 013 ~ 014 ~ 015
016 ~ 017~ 018

Gross
area

RER

28,732 sq. ft.
28,732 F FR

9,128 sq. ft.
9,128 IR

3,480 sq. ft.
3,480F 7R

1,680 sq. ft.
1,680 FFR

242,071 sq. ft.
242,071F R

67.5 acres/
273,200 sq. m./
2,940,300 sq. ft.
67.58,/
273200 75K,/
2,940,300F 5 IR

REME

Effective
% held
EREERE (%)

100%

100%

100%

100%

99.8%

100%

Type
<]

Home Office
REHAE

Apartment

BT

Office premises and
Car Parking space
WAEMEREN

Office premises

MREYE

Residential
=

Vacant land
EETH

Annual Report 2016
B AEEH

Lease term

=Y

Long-term lease

REHEL

Long-term lease

REHEL

Long-term lease

REEL

Long-term lease

REHEL

Freehold
KA ZERE

Freehold
KAERE

187



ZH International Holdings Limited

EEREERERAE

Particulars of Maj or Properties
As at 31 December 2016

FTEYFEME

RZF—RFE+ZA=+—H

PROPERTIES UNDER DEVELOPMENT FOR SALE

Total

site area
(sq.m.)

48 {5 T 4
(FAK)

Effective
% held
13
wERE
(%)

Location
1 2
Zensun Xinghan Garden, 100
300m to the east of the junction of
Dahe Road (North 4th Ring) and
Guxu Road (West 4th Ring extension),
Zhengzhou City, Henan Province, PRC
FREETEE -
H BT i M T AT
(JEPOIR) Bt 73K (FAIDIRIE RAR)
R X AMR300K

34,439

Zensun Jingkai Plaza, 100
south of Hanghai Dong Road, east of
Jingkai Ninth Street, Economic and
Technological Development Zone,
Zhengzhou City, Henan Province, PRC
EREFES -
A A S AR R B R
LS SURE AR G R B AR

47,736

Zensun Shuxiangmingzhu Project, 100
east to Songlin Dong Road and
north to Ruifeng Road in
Zhengzhou New District,
Zhengzhou City, Henan Province, PRC
ERHEEHREER -
LEDEIEE S I
HREMERE - ImEEL

25,357

188

BHEBEDUE
Expected completion
Types of properties Lease term time
LE Sl ik T 5t 7E B
residential units long-term lease 4th quarter of 2017

FEE[ REHED T FENFE

apartments, commercial medium-term lease
properties and office F 24T

NEER - WENE

RPAE

1st quarter of 2018
T )\EFEFE

apartments, commercial medium-term lease  4th quarter of 2019
properties and office A EAFAAY ZE-NEENF

AEBL  BENE

RPFRE



HONG KONG

24th Floor

Wyndham Place

40-44 Wyndham Street
Central, Hong Kong

JAPAN

1-5-6 Kudan-Minami
Chiyoda-ku

Tokyo 102-0074
Japan

&5

5E

FIRERE 40-44 57
EREEFLD 24 12

BE
T 102-0074
R

FTREENERE
1-5-6

UNITED STATES OF AMERICA
Hampden Square

4800 Montgomery Lane

Suite 450

Bethesda, MD 20814

United States of America

=

Hampden Square

4800 Montgomery Lane
Suite 450

Bethesda, MD 20814
United States of America

WEBSITE
www.zhsuccess.com

STOCK CODE
Stock Exchange: 185
Bloomberg: 185 HK
Reuters: 0185.HK

At

www.zhsuccess.com

BB 4tER

Bit3cPr - 185
SZAGEF 185 HK
BRELL - 0185.HK
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