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Corporate Information

DNEEH

BOARD OF DIRECTORS

Executive Directors
Mr. Dong Shuixiao (Chief Executive Officer)
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(appointed on 29 January 2015 and resigned on 27 April 2015)
Ms. So Chit Fun Lydia

(appointed on 26 May 2015)

REGISTERED OFFICE
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Grand Cayman KY1-1111
Cayman Islands

HEAD OFFICE IN THE PRC

Room 1201, 12th Floor
Building 2, Highlong Plaza
North Ganjie Road
Xiaoshan, Hangzhou
Zhejiang Province

the PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room 4003-4, 40th Floor

China Resources Building

26 Harbour Road

Wanchai, Hong Kong
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Chiu & Partners
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Ernst and Young
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Financial Highlights
MBREE

RESULTS HIGHLIGHTS EERE
2015 2014 Change
—E—h8F — T4 LX)
RMB’000 RMB’000

AR®TT ARKETT

Revenue B 503,986 208,853 141.31%
Gross profit EFE 179,444 108,614 65.21%
Net profit S A 751,170 462,504 62,41%
Profit attributable to equity holders of RRAFESFERA

the Company FEMS FIE 740,337 476,504 55.37%
Earnings per share attributable to AARIEBRESRE A

ordinary equity holders of FEEEREF

the Company (RMB) (AR¥T)

— Basic and diluted - EARREE 0.43 0.32 34.38%

M 2015

RMB’000 0 2014

AREETTT
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Financial Highlights

MERE
o
REVENUE ANALYSIS K =nth
2015 2014 Change
—E2-1F —E-QmF BE
RMB’000 RMB’000
AR®TT ARBFTT
Sales of properties HEWE 397,637 86,851 357.84%
Property leasing YMEHE 88,018 90,072 -2.28%
Property management fee YEERE 2,420 946 155.81%
Hotel operating B JE & iE 48,107 47,613 1.04%
Less: Business tax and surcharges JR: B EB R M N (32,196) (16,629) 93.61%
503,986 208,853
Sales of Progerties Properties Leasing
SHEW YMEHE
RMB'000 RMB'000
ARETFT AREFT
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i~ +357.8% 00500
300,000 +310,786 7 50000
250,000 89,500
200,000 I/ 89,000
88,500
150,000 ‘ 85000
100,000 s
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] ' ’ ;1
0 2014 2015 86500 2014 2015
Hotel Operating Property Management Fee
IR NXEEE
RMB'000 RMB'000
AREF T AREFT
48,200 3,000
48,100 +155.8%
Py 2,500 A7
47,900 2,000
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Awarded by Awards Awarded parties

TREBE #®18 BT
Hong Kong renowned financial “Cover Award” of 2015 China Financial Mr. Shi Kancheng, the non-executive
magazine “China Financial Market”  Market Listed Company Award Director of the Company.

BEERXYERL (TEBE) 2016 B E LT ABARZHE FEAMA S - AR BRI EITES

NP
The Community Chest President’s Award 2014/2015 China New City Commercial Development
Limited
EEREm S 2014/2015%F N a5 58 B 12 TR EEERARAR
Ministry of Commerce of Xiaoshan ~ The Top 10 Chairperson of Board Ms. Jin Ni, the Chairperson of the
District (General Manager) 2014 Board of Hangzhou Zhong An Highlong
Commercial Buildings Co., Limited (a
subsidiary of the Company)
BLERHER 014FEFTLE (K108 SRZL - MMNBLERFEERAR
(ARBINHBAREZGER
Beigan Road of Xiaoshan District Hangzhou Zhong An Highlong Hangzhou Zhong An Highlong
Commercial Buildings Co., Ltd. is Commercial Buildings Co., Limited

awarded the title of “Advance Enterprise
2014” and RMB30,000 as a prize of
achieving scale economic effect

LRI TEE MMNREZEBEREARARERT (2014 MNBREZEEREEGRAA
FRELE | MR LRBELELRES A
R 30,0007
People’s Government of Xiaoshan ~ Modern Service Concentrated Zone of Hangzhou Zhong An Highlong
District Xiaoshan District Commercial Buildings Co., Limited
A=A RBUT BLUERRREETER MMNBREZEEEERR AT
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Awarded by
THEHAE

People’s Government of Xiaoshan
District

BLRARBF

Publicity Department of Xiaoshan
District Committee, Education
Bureau of Xiaoshan District,
Women Development Association
of Xiaoshan District, Xiaoshan Daily

BUEZEE BLUEHER -
BURFERZES S &LAR

Talented Teenage Award Fund of
Zhejiang Province

MIEBLFRTEBESE

Awards
=30

“Overall Tax Creation Commercial
Building Management Entity 2014” and
RMB100,000

[2014F ZRABREHEREERI K
AE#100,0007T

“Care for Children”, a series of activities
for the first-year teenage countdown party
in Xiaoshan District 2016 — Outstanding
Organization Unit

016FFUE [TERE| AEIREF
Bt R E-BAAMEML

Charitable Activity Caring Unit 2015

2015F FE Rm G BB LB

Awards and Accolades

BRI R Bk eR

Awarded parties
BRE

Hangzhou Zhong An Highlong
Commercial Buildings Co., Limited

MMBZEEBHEFR AR

Hangzhou Zhong An Highlong
Commercial Buildings Co., Limited

MMRLZBEEEER QR

Hangzhou Zhong An Highlong
Commercial Buildings Co., Limited

MNBLEEBEER QA
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Chairperson &
Shi Kancheng i {iAk

Dear shareholders,

On behalf of China New City Commercial Development Limited (the
“Company”) and its subsidiaries (collectively referred as the “Group”),
| am pleased to present the results of the Group for the year ended 31
December 2015 (“the year under review”).

For the year under review, revenue of the Group was approximately
RMB503.99 million, representing an increase of approximately 141.31%
from the year of 2014. Gross profit was approximately RMB179.44
million, representing an increase of approximately 65.21% as compared
to the year of 2014. Profit attributable to equity holders of the Company
was approximately RMB740.34 million, representing an increase of
55.37% when compared with the year of 2014, while earnings per share
amounted to approximately RMBO0.43 with an increase of 34.38% over
the year of 2014. The board (“Board”) of directors (“Directors”) does not
recommend the payment of final dividend for the year under review (2014:
nil).

China New City Commercial Development Limited 2015 Annual Report
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MARKET AND BUSINESS REVIEW

In 2015, the slowdown of economic growth in the People’s Republic of
China (“PRC”) had prompted the PRC central government to change its
control policies on real estate market, replacing the previous restrictive
measures with more open and market-oriented policies. Under the
stimulation of the multiple housing policies, the market was further
fragmented with both quantity and price pushing up in first-tier and some
popular second-tier cities, while those in third-tier and forth-tier cities still
remain sluggish and disturbed by high inventory level. Looking ahead in
2016, it is expected that the PRC central government will push forward
more supporting measures in monetary policy and fiscal policy and the
overall housing market will remain stable.

The Group is a commercial property developer and operator committed to
developing integrated commercial complexes in sub-city centers of second-
tier cities in the Yangtze River Delta region. It anticipates expanding its
business into the land development sector in different towns and counties
in PRC in future as well as the respective new urbanization services. The
Group follows the integrated business model of selling and leasing property,
strategically decentralizing its income source and return period.

1. Property Development

In respect of property development, the delivery of part of the
property of Jia Run Mansion (3z/E72£8) , the serviced apartments
of the International Office Center (“IOC”) (Plot A3), was completed
smoothly in which it drove up property sales income significantly.
During the year under review, with Hangzhou Municipal Government
announcing that it has successfully won the hosting of the 2022
Asian Games and is also the hosting city of the 2016 Group of
Twenty (G20) Summit, the sales of Jia Run Mansion (5B 2A4E)
which is adjacent to the Olympic Sports Center and Hangzhou
International Convention Center went buoyant. The Group expects
the average selling price of the project will increase further.

Chairperson’s Statement
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Chairperson’s Statement

EERE

2.

Investment Properties

In respect of the investment properties, the rental income of the
shopping mall and office tower of Highlong Plaza in Xiaoshan
District of Hangzhou City remained stable. Facing the dual
bombardments from both emerging e-commerce as well as
massive new supply in recent years, the Group continued to
adjust the commercial combinations and business structure of its
commercial properties, striving to improve customer’s sense of
experience. At the same time, the Group reached the strategic
cooperation with Beijing Yintai Landmark Commercial Co., Ltd.
(AL FRTEMEEAR QA in September 2015 to pursue the
joint operation of Yuyao Zhong An YinTai Cheng (kB % R 2=
¥ ) under the internet+ model, thereby enhancing the attraction of
Yuyao Zhong An Times Square project significantly.

As at 31 December 2015, the fair value of the investment properties
of the Group amounted to approximately RMB5,244,100,000 with a
gross floor area (“GFA”) of approximately 311,310 sg.m.

Highlong Plaza
El-

10 China New City Commercial Development Limited 2015 Annual Report
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3. Hotel Operations

As to the hotel operations, the hotel Holiday Inn Hangzhou
Xiaoshan operated well and the construction progress of the
Hangzhou Qiandao Lake Run Zhou Resort Hotel project was also in
line with its expectation. In September 2015, the Group announced
the commencement of its new homestay business by rolling out an
020 platform “Zhong Jia Le Homestay Travel Web”( K 4R 1F
FR#£48 ) and the operations of the self-operated chain of homestay
facilities (B % R 18 @ $5J5 ) under the brand name of “Another
Village”( X —#F ) . By taking a comprehensive business model that
integrate beer and skittles, tourism, shopping and accommodation
as the service-oriented structure, it targets to establish a global
homestay network with the foothold in PRC and create a renowned
brand of homestay industry in PRC and even globally. As at 31
December 2015, the Group had already owned two self-operated
homestay facilities under the brand name of “Another Village” and
33,000 rooms available for travellers for booking under the Zhong
Jia Le Homestay Travel Web.

Looking ahead in 2016, the global market still remains sluggish, the
economy of PRC will continue to face challenges in structural adjustments
and retarding growth, and risks and opportunities co-exist in real estate
market. The intensifying real estate market fragmentation last year had
indicated that the property market has transformed from speculative
investment demand to a market dominated by robust demand. The main
development segment of the Group is at the Yangtze River Delta region
that has strong economic fundamentals and benefited from the spillover
effects of the Shanghai economy as well as the rapid internet economic
development in Hangzhou. We strongly believe that the development
projects under the Group will continue to be well received by the market.

Chairperson’s Statement
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Chairperson’s Statement

EERE

IOC s still the major development project of the Group. Qianjiang Century
City (#T 424 , where I0C is located, and Qianjiang New Town ( £
STHT) across the river are the new main city centers of Hangzhou.
The project enjoys a spectacular river view, and is also adjacent to
Hangzhou Olympic Sports Stadium, which will host the 2022 Asian
Games, and Hangzhou International Conference Center, which will host
the 2016 Group of Twenty (G20) Summit. With the ancillary infrastructure
of Qianjiang Century City further improved, the value of such project will
further escalate. In addition, it is expected that the Group’s Hangzhou
Qiandao Lake Run Zhou Resort Hotel and Yuyao Zhong An Times
Square under development will be completed one after another within
this year or next year, whereby the Group will achieve significant growth
in leasable area upon completion. The investment properties portfolio will
be upgraded and renovated fully for improving both its value and rental
income to increase its recurring revenue. Furthermore, the increasing
domestic consumption power of Chinese nationals and the rapid
promotion in urbanization will bring new opportunities to the Group in the
development of community and urban commercial activities.

In recent years, the PRC central government issued documents
on many occasions confirming the policy measures of facilitating
tourism investments and consumption, mentioned the development
of personalized and characterized rural tourism, and encouraged
increasing credit support by financial institutions. The innovative and
active internet development has further stimulated tourism development.
The Group will fully develop a diversified internet-based industry that

Homestay

R
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encompasses homestay, urban apartment, eco-catering, local specialty
and capital operation by leveraging on the development model of self-
operated homestay under the brand names of the online “Zhong Jia Le
Homestay Travel Web” and the offline “Another Village”. Despite the two
self-operated homestay facilities, “Another Village” which is owned by
the Group, have not yet to make significant contribution to the Group’s
revenue, however, the Group plans to develop and expand “Another
Village”, its own brand, orderly in future, boosting the online cooperation
resource with its offline brand in establishing a new norm for the
nationwide homestay industry in PRC.

The Group will continue to achieve the development strategy of
transforming from the traditional asset-intensive investment model to
the light asset business-based model, actively facing the development
opportunities brought by urbanization in the PRC, developing diversified
new property projects by leveraging on the latest internet technology
to achieve quality growth. Under the reasonable control of the existing
investment size of commercial complexes, it will develop emerging
industries like leisure tourism, elderly care and healthcare services, cultural
and entertainment and modern agriculture.

The Group will also insist on its prudent financial strategies, increase
corporate governance transparency, seek satisfactory and continuous
returns for the shareholders of the Company.

At last, on behalf of the Board, | would like to express my sincere
gratitude to the support and trust of the shareholders of the Company
and business partners as well as the dedicated efforts of all the staff of the
Group.

Shi Kancheng
Chairperson

Hong Kong, 22 March 2016
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As at 31 December 2015 72015412 A31H

Address

o 31k

1. Basement 1 to Level 15, Guomao Building,
No. 93 Shixin Road, Chengxiang Town,
Xiaoshan District, Hangzhou,

Zhejiang Province, the PRC
R BT A& A T 78 LU & 3 R R T 0 BR 935
HEREIBE1EEE15E

2. A retail shop unit on L1, Shanghai La Vie,
No. 433 Chang Le Road, Xuhui District,
Shanghai, the PRC

H B IR EE & & 43R 4335%
FERETEIEN1EEH

3. Portion of Level 1,
the whole of Level 2 to Level 4,
Integrated Service Center,
East Xiaoran Road and Jinjiagiao Road,
Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC

FHEDNIEMMNmAELRBRAREREREE

FAaRBHROEIEL D ME2ZE E4E

4. Retail shop units of Level 1 to Level 5
in Block 2 to Block 5 of Highlong Plaza,
Shanyin Road and Gongren Road,
Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC
BT A& N T AR L (R L B R AR
BERSEARZE LR E1ZEBNHA

5. Office units in Block 2 of Highlong Plaza,
Shanyin Road, Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC
R BT A AN T 7R LU L R B
EfE BIHHE2R 2 WA EL

Existing use at

31 December 2015
20155
12A31BHRERZ

Shops and portion
of it is vacant,
and serviced
apartments

EHMAHEE R
RBEARE

Shop

[k

Shops and portion of

it is vacant

HHMBNEE

Shops and portion of
it is vacant

EERknEs

Office and portion of
it is vacant

MABNBHEE

China New City Commercial Development Limited 2015 Annual Report

Percentage

of interest

GFA attributable to
(sq. m.) the Group

BEER AEMERS
(F5HK) BERNEDL

12,225 81%
341 90%
5,913 90%
60,014 90%
24,491 90%

Lease term
of land

T NEAHR

Medium (Note)

R (P EE)

Medium

FH

Medium

F

Medium

g

Medium

]



Address

o3k

6. Serviced apartment units
in Block 3 and 4 of Highlong Plaza,
Shanyin Road and Gongren Road,
Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC
BT A TN T AR L @ L R BE A A BR
EfEBHEMRRFMR 2 RBALE

7. Retail shop units of Level 1 to
Level 2 (Phase 1) and the whole block of
No.43 commercial building (Phase 2),
Landscape Garden, Shushan Road and
Panshui Road, Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC

R EUHT A TN TR L & & LU B AR K B

WKkZEE 1B 1 E2E M8 &
FE2HBIRATAZ

8. Retail shop units of Hidden Dragon Bay,
Wenxing Village, Wenyan Town Xiaoshan
District, Hangzhou, Zhejiang Province, the PRC
FETE N T ELE
BiEEEENEREZES

9. Blocks 1, 2, 3, 4, and 6 of
Hangzhou International Office Centre,
Ningwei Town, Xiaoshan District, Hangzhou,
Zhejiang Province, the PRC
FENI AN TR LR
ZEEEMMBEBRRRFOT 23 4R6%

Total #25t

Note:

Existing use at

31 December 2015
20155
12A31BMHRERZ

Serviced apartments

Shops and portion of
it is vacant

BHBHnE

Shops and portion of
it is vacant

AEMBnEE

Vacant

T

HE
uct]

Medium is defined as the term of land use rights granted remaining unexpired at

the end of the financial year is less than 50 years but not less than 10 years.

GFA

(sq. m.)
EEEE
(FHK)

21,094

10,885

24,211

152,136

311,310

Investment Properties

Percentage

of interest
attributable to
the Group

AEMERS
BEZNE DL

90%

90%

92.5%

100%

REME

As at 31 December 2015 72015612 431H

Lease term
of land

T NEAHR

Medium

]

Medium

]

Medium

]

Medium

i
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Major Properties Held for Development and/or Sale

FERER HHENTEYE

% of interest

Actual/Expected completion attributable to
Project City/District Location Project Type dates the Group
AREES
HEER /B LEER MERUME BB/ AIRIAS BENEIL
Zhejiang Province
WTE
1 Hidden Dragon Bay Xiaoshan, Hangzhou Centre of new district in Tier 2 city Retail/office April 2013 92.5%
BiEE /& ZEAEA O B/ g 2013547
2 Phase A, International Office  Xiaoshan, Hangzhou Tier 2 city with high growth potential Commercial Plot A3 was completed in 2015, 100%
Centre and Plot A1 and A2 expected to
complete in December 2017
AT LAS /& “ERER [EES ABEEIR20155 5 T » RATHIA2H
BER2017F12ART
3 Phase B & C, International Xiaoshan, Hangzhou Tier 2 city with high growth potential Commercial To be determined 100%
Office Centre
HFR 3 AH.0B,CH M/l —RRER B4 #E
4 Hangzhou Qiandao Lake Run  Qiandao Lake, Hangzhou  Tier 2 city with high growth potential Hotel October 2016 100%
Zhou Resort Hotel
MNTESRBENEREE WM/ T&8H —REER BIE 20165104
5 Commercial portion of the Xiaoshan, Hangzhou Town centre of Tier 2 city Retail To be determined 90%
Chaoyang Community Site
HBHBHRANEESH ML ZHEEER O EE] #E
6 Land Parcel Westlake District, Lot XH0603-21 of Jiangcun unit, Office/commercial To be determined 100%
Hangzhou east to Hedong Harbour,
south to Wener West Road,
west to Longzhang Road,
north to Xixi Garden West District
i RM/AERE § 11 B 7LXH0803-215 37 - MAE/EE #E

RETRE BEX=AR
EERER LEMELEAER

Subtotal for Hangzhou
M NE
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Major Properties Held for Development and/or Sale

FEBRRR AHENTEYE

Land Bank (sq.m.)
TR (FEXK)
Development Phases
REMER
Site Area Project Total GFA* Completed Under Held for future
(sq.m.) GFA* Address (sq.m.) for sale " development @ development ©
BEEE HH BEEEE
(FF*K) BERLEER it (FHK) RIGED G FHARREERO
89,173 241,695 Wenxing Road, Wenyan Town, Xiaoshan District, Hangzhou, 84,595 84,595
Zhejiang Province
TN T 38 1L 2 ) A S L
92,610 798,424  Qianjiang Century Town, Xiaoshan District, Hangzhou, 608,661 138,233 470,428
Zhejiang Province
HOTATMN LRSI 25
207,390 1,098,065 Qianjiang Century Town, Xiaoshan District, Hangzhou, 1,098,065 1,098,065
Zhejiang Province
HOT B AN T LR BTt 5
119,398 46,691  Southwest of Qiandaohu Town, Chunan, Hangzhou, 46,691 46,691
Zhejiang Province
MIBEMMNTEZ T8 ERER
10,5641 53,033  Shushan Town, Xiaoshan District, Hangzhou, 53,033 53,033
Zhejiang Province
IAMMTELES L EE
39,703 59,565  Jiangeun unit, Westlake District, Hangzhou, Hangzhou, 59,565 59,565
Zhejiang Province
T AN AR E BN
2,297,463 1,950,600 222,828 99,724 1,628,048

FEFHTREERARAR —T-aFF% | 17



Major Properties Held for Development and/or Sale

BERER BRHEENTEYE
% of interest
Actual/Expected completion attributable to
Project City/District Location Project Type dates the Group
AEEES
HEER /B U EBER MEREME BB/ AIRIAS BROEDL
6 Zhong An Times Square Yuyao, Ningbo Town centre of Tier 2 city Commercial/hotel November 2016 90%
(Phase I)
REERES 8 BR/ Rk ZHREER O BE/BiE 20165117
7 Zhong An Times Square Yuyao, Ningbo Town centre of Tier 2 city Office/hotel June 2016 93%
(Phase Il)
FRERES 4 BRI —igHERDY YN 987 2016565
8 Cixi Ningbo Land Cixi, Ningbo Tier 2 city with high growth potential Office/commercial March 2017 90%
TRREMR B R —ERER LNV E 2017437
Subtotal for Ningbo
BN
Subtotal for Zhejiang
WL /NE
Anhui Province
ZHE
9 VC Hotel Huaibei, Anhui Centre of new district in Tier 3 city Hotel To be determined 100.0%
BEEBE ZH /L SO BIE FE
Subtotal for Anhui
RE DG
Total
ast
* including those with land use right and contractual interests * BRECREIHERBARERGOER 2 i
- including those with construction being completed but not sold and delivered - PRERIERLNERINHELETS

# Total GFA = (1) + (2) + 3) # BREEE= (1) + (2 + (3)




Major Properties Held for Development and/or Sale

FEBRRR AHENTEYE

Land Bank (sq.m.)
Ttk (FHX)
Development Phases
B R
Site Area Project Total GFA* Completed Under Held for future
(sq.m.) GFA* Address (sq.m.) for sale " development @ development ©
b BHE R BEREEE
(F5XK) BEEMR Bt (FHK) BRIFEN PR He FHARRARO
65,159 305,473  Xinjian North Road, Yuyao, Zhejiang Province 305,473 305,473
HOT A Rk I
71,519 322,935 Xinjian North Road, Yuyao, Zhejiang Province 238,596 238,596
L& R R R 05
49,804 159,510 Longshan New Town, Binghai District, Cidong, Cixi, 159,510 159,510
Zhejiang Province
MIEERZERBEEELTN
787,918 703,579 - 703,579
3,085,381 2,654,179 222,828 803,303 1,628,048
60,768 67,061 Renmin Road, Xiangshan District, Huaibei, Anhui Province 67,061 67,061
ZHHEILTHLERARE
67,061 67,061 67,061
3,152,442* 2,721,240 222,828** 870,364 1,628,048
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Management Discussion and Analysis

BEEER WD

BUSINESS REVIEW

The year of 2015 witnessed signs of stabilization in the real estate
industry in the People’s Republic of China (“PRC”). The People’s Bank of
China made successive moves to lower interest rates and the required
reserve ratio, loosen credit conditions and adjust the business tax
exemption period for individual housing transfer; and local governments
also implemented certain bailout policies, such as relaxing the Central
Provident Fund (A& %

contributed to a steady and soft landing of the PRC'’s real estate market.

) rules and offering financial subsidies, which

In the year of 2016, it is expected that the PRC government will maintain
“prudent to slightly loose” monetary policy and the macro economy may
bottom out, where improving production and consumption will benefit the
development of commercial properties.

Development of Major Projects

Hangzhou, Zhejiang Province
Hidden Dragon Bay

It is an integrated commercial complex located in Wenyan Town, Xiaoshan
District, Hangzhou, Zhejiang province with a total gross floor area (“GFA”)
of approximately 241,695 sq. m. This project includes leisure mansions,
serviced apartments, large-scale shopping malls, street shops and car
parking spaces. Construction of the project was completed in April 2013.

International Office Center (“I0OC”)

IOC is a large-scale integrated commercial complex located in Qianjiang
Century City ($)T - 423k) ,
province with a total GFA under development of Plot A of approximately
800,000 sg. m. which consists of Plots A1, A2 and A3. IOC Plot A
includes a hotel, an office tower, shopping malls, serviced apartments and

Xiaoshan District, Hangzhou, Zhejiang
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20154 » REARKME ([FE]) BHETE
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ERMBERE SHEETPREREE -

TERT2016F R BN B #ETERERERNEE
BRE FEEENEREREER SEMES
EEEET B EENEE-

TEHEERHR
WTE RN

il

AMIAMMN MR EEER  LFEmMBEL
73241,695F TR E R iF S EZIEE NG
FT BREA AT REEYH L HERERIFE
R © 238 B A2013F4 A& T o

B X0 (T10C )

IOCHL F T & A T i LU [ 820T 42 ey — I8
ARRERHERR  AHRRBZEmEL 80

BEF K 9IHAER (FBA1H - A2HF RAGH]) -
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underground car parking spaces. The GFA of the serviced apartments,
shopping malls and underground car parking spaces in Plot A3 is

approximately 327,996 sqg. m.. Construction of Plot A3 was completed
in 2015 while 10C Plot A1 and A2 are expected to be completed by
December 2017.

International Office Center
o3 /NN

Hangzhou Qiandao Lake Run Zhou Resort Hotel

It is a hotel project located in the southwest of Qiandaohu Town ( F &
48 ) , Chunan County, Hangzhou, Zhejiang province, with estimated
total GFA of 46,691 sqg. m.. The hotel will be built adjacent to Thousand-
Islet Lake Passengers Port which enjoys a beautiful lake view and
natural habitat. As at 31 December 2015, 75% of the project has been
completed and construction of the remaining portion of the project is
expected to be completed by the second half of 2016.

Management Discussion and Analysis
BB WED AT

BRAAE -BYWHO R NMEESEEEmEL
£327,996F 77K o ASEREET 2 N2015F % T » My
A1 R AEATE ST 1SR 2017512 A BT 2 5038 T o

N T & AN 2 RO S

AT BN T 2R % T & EFA R 5 /B S
HE (AT EEmMER46,601F 5K - 2 B/EE
ERTESNE BEERNIRCREARRR -
HZE2015F128310 TI2EE M K75% 85t
ZIBEBR T MR EEFR2016F TFFRIL -
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Management Discussion and Analysis
B REE D AT

Yuyao, Zhejiang province
Yuyao Zhong An Times Square

It is a large-scale integrated commercial project located in Yuyao, Zhejiang
province with estimated total GFA of approximately 628,408 sg. m.. The
development of project is completed by two phases. Phase | is planned
to include a shopping mall, a boutique hotel and two commercial office
towers and underground car parking spaces while Phase Il is planned to
include two hotels, one Grade A office tower and six high-rise residential
apartment buildings, underground car parking spaces and street shops.
The construction of phase Il of this project is nearly completed while
phase | of this project is still in progress and is expected to be completed
by the end of 2016. Pre-sale of residential apartments, offices and shops
in Phase Il have commenced in the third quarter of 2015 while property
leasing are expected to commence in September 2016. All net economic
benefits arising from the pre-sale or sale of the residential apartments in
Phase Il shall belong to a connected person (as defined under the Listing
Rules) of the Group according to the Cooperation Agreement entered into
between such connected person and the Group (through its indirect non-
wholly owned subsidiary) on 16 March 2014. Details of the Cooperation
Agreement were disclosed in the prospectus (“Prospectus”) of the
Company dated 17 June 2015 under the section headed “Continuing
Connected Transaction”.

Two hotels, shopping malls, street shops with total area of approximately
200,000 sg.m. will be held as rental property.

Yuyao Zhong An Times Square
TR ELRHRES

China New City Commercial Development Limited 2015 Annual Report
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Lubu New Town Project

The Group entered into the Lubu Town Cooperation Agreement and
the Lubu Town Supplemental Cooperation Agreement with the Lubu
Town Government in respect of the proposed formation of the Lubu
Town Joint Venture for the engagement in land development activities
on the first phase of the Lubu New Town (BB ¥73 ) covering a total of
approximately 1,200 mu of land. The project is currently in the planning
stages.

The entering into of the Lubu Town Cooperation Agreement and the Lubu
Town Supplemental Cooperation Agreement and the participation in the
Lubu Town Joint Venture allows the Group to capture the business and
development opportunities arising from the continued urbanization of
towns and counties in the PRC and facilitates the Group in expanding its
market and business coverage to new towns and counties in the PRC.

Particulars of the Lubu Town Cooperation Agreement and the Lubu Town
Supplemental Cooperation Agreement were set out in the announcement
of the Company dated 14 January 2015.

Jia Run Square

It is a large-scale integrated commercial project located in Suzhou,
Jiangsu province, next to Jinji Lake. This project includes office towers,
shopping malls, serviced apartments and a hotel with estimated total GFA
of approximately 251,391 sqg. m.. Construction of the project is expected
to be completed in December 2016.

On 24 December 2015, Zhejiang Zhong An Sheng Long Commercial Co.
Limited (“Sheng Long”), an indirect non-wholly owned subsidiary of the
Company holding 50% interest of the project entered into an agreement
with Jiangsu GCL Real Estate Company Limited (“Jiangsu GCL”), the
other investor of the project holding the remaining 50% interest of the
project, pursuant to which Sheng Long conditionally agreed to transfer
its entire 50% interest of the project to Jiangsu GCL. As at 31 December
2015, the conditions for completion were fulfilled and the transaction was
completed. The Group ceased to have any interest in the this project
thereafter.

Management Discussion and Analysis
BB WED AT

PEIRFTIR B

NG [ R FEIR SR ITR] 3 T BEIR SRS 1R e R B
BEMTEER® SRS EEEETME (FEE
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B 2ENEREAE AR -ZEBEREBRER
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Management Discussion and Analysis
BT EE D AT

Sales Review

For the year under review, the recognized sales of properties (sold and
delivered) was approximately RMB398 million (2014: approximately
RMB87 million). The recognized sales area of properties was
approximately 32,578 sg. m. and the recognized average sales price was
approximately RMB12,200 per sqg. m..

2015 Contracted sales

For the year under review, the contracted sales area of the Group was
approximately 68,759 sq. m. (2014: approximately 21,534 sqg. m.),
contracted sales revenue was approximately RMB746 million (2014:
approximately RMB235 million), details of the contracted sales of the
major projects are as below:

Zhejiang Province T &
Hidden Dragon Bay BaEE
Jia Run Mansion e YN

Yuyao Zhong An Times Square RKBLERES

Total BET
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HELRE

ERBEFEAN - MXFEEZCDER (HERXINMN)
HESHORARKIBHEET (2014 HRAR
BeTHET) - CHERNYEIHEEIEL /32,578
FHAREERBFIAEEABHORARE
12,2007T °

2015FEMWERHE

REBEFERN AEEMNAREEEELNR
68,759 5 2K (20145 : 49 521,634 F 77 K) - &
EHE WAL A ARE746E BT (20144F - 4
ARBE235EHET) FBHEEMAREEFBN
T

Contracted Contracted
sales area sales revenue
ERMEEE EREEKRA
(sg. m.) (RMB million)
(F7K) (ARBBHET)
8,124 61

28,878 403
31,757 282
68,759 746



It is expected that the GFA available for sale or lease or operation in 2016
is approximately 526,459 sqg. m., with details as below:

Hangzhou, Zhejiang province

AT A MM

Yuyao, Zhejiang province
HLAE Rk

Huaibei, Anhui province
L LT

Hotel Operation

Holiday Inn Hangzhou Xiaoshan of the Group is adjacent to Highlong
Plaza in Xiaoshan district, Hangzhou, Zhejiang province. The
hotel operation of the Group recorded a revenue of approximately
RMB48,107,000 during the year under review and the hotel occupancy

rate was approximately 55%.

GFA available
for sale/lease/
operation
e
HE EE
WEEEER
(sg. m.)
(F7K)
International Office 191,790
Center Plot A3
WA A3 R
Hidden Dragon Bay 108,806
Hangzhou Qiandao Lake 46,691
Run Zhou Resort Hotel
mMNTFEHREREE
Commercial portion of the Chaoyang 34,053
Commercial Site
O ESES: ESESSI)
Yuyao Zhong An Times Square 96,298
RKBLRHERES
Vancouver City Hotel 48,821
RETEYRIE B 2B E
Total 4851 526,459
B JE B

Management Discussion and Analysis
BB WED AT

TERT 20 16F A H E sk Sk B R ERIBL
/5526,459F 77 K - SEIBE IR

Usage

Jiik:S

For sale/leasing

HE HE

For sale/leasing

HEHE

For operation

o
=

s

For sale

&

For sale/leasing

hEHE

For operation
8

REEMMMELEBBECATTENNTE
LWEBEESE REBETERN AEEBEE
BB UL LA R #48,107,0007T + B & H 7 =
#)3E55% o
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Management Discussion and Analysis
B TR EE D AT

Leasing Business

The current leasing income of the Group mainly comes from Highlong
Plaza. The plaza comprises offices, a shopping mall, three hotels,
serviced apartments and underground parking spaces. The total revenue
from leasing business for the year under review was approximately
RMB88,018,000, representing a decrease of about 2.3% from
RMB90,072,000 recorded in the previous year. The average occupancy
rate of leasing properties was approximately 75%.

Land Reserve

During the year under review, on 15 September 2015, the Group, through
its indirect wholly owned subsidiary, Hong Kong Time Honour Property
Limited, made a successful bid for the land use right of a land parcel
through open tender auction organized and held by Hangzhou Land
Resources Bureau at a consideration of RMB281,100,000. The land
parcel with a site area of approximately 39,703 sg. m. and the total GFA
of the buildings to be constructed on the land parcel shall not exceed
approximately 59,555 sqg. m.. This land parcel will be developed for
commercial purpose.

As at 31 December 2015, the property development projects owned
by the Group included 7 completed projects and units in 2 completed
buildings, 5 projects under development, 5 projects held for future
development and 2 projects contracted to be acquired. The total GFA of
land reserves of the Group was approximately 2,721,000 sqg. m..

Revenue

Consolidated revenue of the Group was approximately RMB503,986,000
for the year under review, representing an increase of 1.4 times as
compared to the revenue of approximately RMB208,853,000 for the year
of 2014. This was mainly due to the increase in the revenue from sales of
properties.

For the year under review, the revenue from sales of properties amounted
to approximately RMB397,637,000, representing an increase of 3.6 times
from approximately RMB86,851,000 for the year of 2014. The increase
was primarily due to the increase in the recognition of sales of properties
delivered during the year under review as the Group started to recognize
revenue from sale of properties from the Jia Run Mansion in May 2015,
upon its completion in the same month.
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The revenue from property leasing recorded a decrease of 2.3% to
approximately RMB88,018,000 during the year under review (2014:
approximately RMB90,072,000). The revenue from hotel operation was
approximately RMB48,107,000 during the year under review, representing
an increase of approximately 1.0% as compared to previous year of
approximately RMB47,613,000. Such changes was due to the periodic
tenants and trade adjustments carried out by the Group during the year
under review.

Gross Profit and Gross Profit Margin

Gross profit of the Group for the year under review amounted
to approximately RMB179,444,000, representing an increase of
approximately 65.2% when compared to approximately RMB108,614,000
for the year of 2014. This was mainly due to the increase in revenue from
sales of properties.

Gross profit margin for the year under review was approximately 35.6%
(2014: approximately 52.0%). The decrease was mainly due to the
increased proportion in revenue from the sales of properties segment
whose gross profit margins is lower than those for property leasing and
hotel operation segments.

Other Income and Gains

During the year under review, other income and gains amounted
to approximately RMB256,899,000, representing an increase of
approximately 6.3 times from last year. The increase was mainly due to
other interest income of approximately RMB115,633,000 from interest-
bearing loans to a joint venture and the gain on disposal of the interest in
a joint venture of approximately RMB125,954,000.

Selling and Distribution Costs

For the year under review, selling and distribution expenses amounted
to approximately RMB55,176,000, representing an increase of 53.5% as
compared to that from last year. Such increase was principally due to an
increase in advertising and promotional expenses of the Jia Run Mansion
during the year under review comparing to the year of 2014.

Management Discussion and Analysis
BB WED AT
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#88,018,0007T (20144 : #J A R #:90,072,000
) REBEFERNBEEERANRARE
48,107,0007T - 8 X F B 41 & A R #47,613,000
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Management Discussion and Analysis
BT EE D AT

Administrative Expenses

For the year under review, administrative expenses amounted to
approximately RMB109,165,000 (2014: approximately RMB111,811,000),
representing an decrease of approximately RMB2,646,000 or
approximately 2.4% from last year. The reduction was mainly attributable
to the non-recurring listing expenses incurred during last year for the
listing of shares of the Company on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) while no such
expenses had been incurred in the year under review.

Finance Costs

For the year under review, finance costs was approximately
RMB19,602,000 (2014: approximately RMB30,047,000), arising from the
interest on bank loans and other borrowings for completed properties
held for sale which could no longer be capitalized.

Earnings

For the year under review, the profit attributable to equity
holders of the Company amounted to approximately
RMB740,337,000 (2014: RMB476,504,000), representing an
increase of approximately 55.4% compared to last year. The
increase in profit attributable to equity holders of the Company
for the year under review was primarily attributable to the fact
that (i) revenue from sales of properties increased by 3.6 times
as compared to last year, resulting in the increase of profit;
(i) other interest income of approximately RMB115,633,000
from interest-bearing loans to a joint venture; (iii) the gain on
disposal of 50% of the entire equity interest in a joint venture
for approximately RMB125,954,000; and (iv) fair value gain
upon transfer to investment properties of approximately
RMB796,581,000 (2014: approximately RMB656,784,000). The
after-tax fair value gain upon transfer to investment properties
was approximately RMB597,436,000 (2014: approximately
RMB492,588,000).
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MATERIAL ACQUISITIONS AND
DISPOSAL OF SUBSIDIARIES AND
ASSOCIATED COMPANIES

On 24 December 2015, Sheng Long, an indirect non-wholly owned
subsidiary of the Company, entered into a share transfer agreement
with Jiangsu GCL, pursuant to which Sheng Long conditionally agreed
to transfer its entire 50% equity interest in Jiangsu Xiezhong Investment
Co., Limited (“Jiangsu Xiezhong”) to Jiangsu GCL, at a consideration of
RMB170,000,000.

Following completion of the disposal, Jiangsu Xiezhong will no longer
be a joint venture of the Group. The gain from the disposal in amount of
approximately RMB125,954,000, which was based on the consideration
less the net asset value of Jiangsu Xiezhong attributable to Sheng Long
as at the date of completion. Particulars of the disposal of the 50% equity
interests in Jiangsu Xiezhong were set out in the announcement of the
Company dated 28 December 2015.

As at 31 December 2015, the conditions for completion were fulfilled and
the transaction was completed.

Save for the above, during the year under review, there was no other
material acquisition or disposal of subsidiaries or associated companies of
the Company.

LIQUIDITY AND FINANCIAL
RESOURCES

Cash Position and Fund Available

As at 31 December 2015, the total cash and bank balances of
the Group were approximately RMB1,088,532,000 (31 December
2014: approximately RMB863,667,000), comprising cash and cash
equivalents of approximately RMB947,638,000 (31 December 2014:
approximately RMB723,909,000) and restricted cash of approximately
RMB140,894,000 (31 December 2014: approximately RMB139,758,000).

As at 31 December 2015, the Group’s available financial resources
amounted to approximately RMB4,297,330,000 and the undrawn
borrowing facilities were approximately RMB535,816,000.
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Borrowings

As at 31 December 2015, the Group’s bank borrowings
amounted to approximately RMB3,759,134,000 (31 December
2014: approximately RMB3,878,529,000), comprising bank
loans of approximately RMB2,465,134,000 (31 December 2014:
approximately RMB3,277,529,000) and other loans of approximately
RMB1,294,000,000 (31 December 2014: approximately

RMB601,000,000).

The maturity profile of borrowings were as follows:

—EFRARZER

Within 1 year or on demand
Over 1 year but within 2 years

Over 2 years but within 5 years ZRMERLDIRAT
Over 5 years AFLAE

Bank and other borrowings bear interest at fixed rates and floating
rates. The Group’s bank and other borrowings bear interest at rates
ranging from 2.02% to 12.00% per annum as at 31 December 2015 (31
December 2014: 3.65% to 12% per annum). The Group’s objective is to
maintain a balance between continuity of funding and flexibility through

the use of bank and other borrowings.
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Pledge of Assets

As at 31 December 2015, the Group’s bank borrowings of
approximately RMB3,709,134,000 (31 December 2014: approximately
RMB3,828,529,000) were secured by the Group’s pledge of assets as
follows:

Investment properties EYE

Properties under development Y
Completed properties held for sale FIEHEERIME
Property, plant and equipment M BB R
Pledged cash HIFE e

100% equity interest in a subsidiary of

the Group 100% % 1

Net Current Assets and Current Ratio

As at 31 December 2015, the Group’s net current assets amounted to
approximately RMB776.9 million (31 December 2014: approximately
RMB(99.8) million). As at 31 December 2015, the Group’s current
ratio, calculated as current assets divided by current liabilities, was
approximately 1.37 times (31 December 2014: approximately 0.96 times).

Gearing Ratio

As at 31 December 2015, the Group’s gearing ratio (as measured by net
debt to total equity) was 51.2% (31 December 2014: 67.6%). Net debt is
calculated as total borrowings less cash, cash equivalents and restricted
cash.

REEZT—HEFRAZ
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Cost of borrowings

For the year under review, the total cost of borrowings of the Group was
approximately RMB320,546,000 (2014: approximately RMB300,993,000),
representing an increase of approximately RMB19,553,000 (6.5%) when
compared with the year of 2014. In addition, for the year under review,
interests with an amount of approximately RMB300,944,000 (2014:
approximately RMB270,946,000) were capitalized. The increase was
mainly attributable to higher average balance of borrowings.

TREASURY POLICIES

The Group principally operates in PRC and the revenue, operating cost
and borrowings were mainly denominated in RMB. As a result, the Group
has minimal exposure to exchange rate fluctuation. The interest rates for
the Group’s borrowings were floating and fixed. Upward fluctuations in
interest rates will increase the cost of borrowings.

The Group adopts conservative treasury policies in cash and financial
management. Cash is generally placed in short-term deposits mostly
denominated in RMB. The Group does not use any financial instruments
for hedging purpose for the year under review.

GUARANTEES AND CONTINGENT
LIABILITIES

As at 31 December 2015, the Group’s contingent liabilities amounted
to approximately RMB230,071,000 (831 December 2014: approximately
RMB169,633,000), which were mainly the guarantees provided by the
Group in favour of certain banks for the grant of mortgage loans to
purchasers of the Group’s properties.

COMMITMENTS

As at 31 December 2015, the Group’s commitments for property
development expenditures amounted to approximately RMB803,335,000
(81 December 2014: approximately RMB1,303,094,000). It is expected
that the Group will finance such commitments from its own funds and/or
bank loans.
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As at 31 December 2015, the Group employed 678 staff (2014: 619).
For the year under review, the staff costs of the Group was approximately
RMB53,130,000 (2014: approximately RMB44,568,000), representing an
increase of 19%, mainly due to the increased headcounts and average
salary during the year under review.

The employees’ remuneration policy was determined by reference to
factors such as remuneration information in respect of the local market,
the overall remuneration standard in the industry, inflation level, corporate
operating efficiency and performance of the employees. The Group
conducts performance appraisal once every year for its employees,
the results of which are applied in annual salary review and promotion
assessment. The Group’s employees are considered for the entitlement of
annual bonus according to certain performance conditions and appraisal
results. The Group also provides continuous learning and training
programmes to its employees to enhance their skills and knowledge, so
as to maintain and enhance their competitiveness.

Looking forward, the management had drew up short term goals for the
year of 2016 as follows:

. increase the operating cash inflow to reduce current debt ratio;

° seize the opportunity of the rapid increase of homestay passengers
in PRC, especially in southern regions such as Zhejiang Province,
thereby promoting the development of homestay industry of the

Group;

o solicit equity investments to optimize capital structure.
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In pursuit of the abovementioned goals, the management will take positive
moves against the following identified challenges:

° the economy in Zhejiang Province will most likely mirror the
trend of the key macroeconomic indicators of the country and
go downwards and this may affect local demand for commercial
properties;

° tourism consumption activities may further slowdown as PRC
continues to face economic headwinds and Renminbi depreciates.

The management have developed sound strategies to overcome the
abovementioned challenges, which will address the uncertainties facing
the Group, as well as allow the Group to seize the business opportunities
brought by the 2016 G20 Hangzhou Summit that is going to be hosted
in Hangzhou. Apart from formulating effective marketing strategy plan
and improving our products and services quality to consolidate our
brand, the Group will made effort in instituting new policies, guidelines,
systems and processes to facilitate effectively cost management, risk
management, internal control and sustainable environmental management
to enhance company management standards and corporate governance
standards. For growth strategy, the Group will focus on identifying
possible acquisitions with future development prospects and profitability
to improve the returns on assets. The Group will further emphasize
on investor relations management, and continue to convey clearly the
operation vision, business updates and future development strategies
of the Group and other information to various stakeholders through
press conferences, roadshows, media delegation visits and one-on-one
analyst or investor interview and otherwise to strive for the recognition
and support from various stakeholders and obtain more resources for
business development purpose and maximize shareholders’ value.
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The Group recognizes that good risk management is essential for
the long-term and sustainable growth of a business. The Board puts
particular emphasis on determining the risk-tolerance levels in achieving
the Group’s strategic objectives. Management is responsible for the
design, implementation and maintenance of a sound and effective internal
control system underpinning the risk management framework. While
taking into full account of the new requirements effective from 1 January
2016 under the Listing Rules brought by the Hong Kong Exchanges and
Clearing Limited relating to risk management and internal control, the
management also learns from the experience of outstanding companies
and takes into consideration of the Company’s unique business and
operating environment in formulating the risk management and control
framework. All employees are committed to continually enhancing the risk
management framework, linking to our corporate strategies as well as
integrating it into day-to-day operation.

Objective of the Risk Management and Internal
Control

The objectives of the risk management and internal control framework of
the Group include:

o to strengthen the Company’s risk management and internal control
in compliance with the Listing Rules requirement;

° to establish and constantly improve the risk management and
internal control system;

. to implement a top-down and companywide risk management
system that covers every aspect of the business; and

° to keep baseline risks within the acceptable range.
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Three-tier Risk Management Approach

The Group has adopted a three-tier risk management approach to
identify, assess, mitigate and handle risks. At the first line of defense,

business units are responsible for identifying, assessing and monitoring

risks associated with each business or deal. The management, as the

second line of defense, defines rule sets and models, provide technical

support, develops new systems and oversees portfolio management.
[t ensures risks are within the acceptable range and that the first line
of defense is effective. As the final line of defense, the internal audit

department ensures that the first and second lines of defense are effective

through constant inspection and monitoring.

First Line of
Defense
E—MkR

|dentify, assess and
monitor risks
associating with
each business and
deal

Al o P E R
BHEBNR S 1EEE
H9 e

Management

Second Line of
Defense

ERhiR

define rules and models
EERAFER

provide technical
support
AR 55

develop new system
and oversee portfolio
management
FEMNAGES
REHGER
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Principles of Internal Control
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Our internal control systems are developed with reference to the AN & B 2 30 B # R 4t J) 2 B Committee
Committee of Sponsoring Organizations of the Treadway Commission — of Sponsoring Organizations of the Treadway
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related information, improve the efficiency and effect of operating activites ~— & %8 ©

and promote the realization of development strategy of the Group.

Company’s Internal
Objectives Environment
ATFBE AEBRE
Internal Risk
Supervision Asg&;:g;;nt
AIBEEE .
Control
Activities
ELyESEE
Principal Risks and Key Controls TERBEBAREE
The Group’s revenue is mainly derived from customers from PRC. The KEBZWAEEZREF EE)E' cAREET
Group is exposed to the risks associated with the PRC market which fREREmIsER B HBEREE
include the risks of policy change, interest rate change, demand- B FERLE) - SRR B REELERRZ
supply imbalance and the overall economic conditions. The market [BBe - TG RR AT RE 2 HAEE 2 %755 - B
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condition or results of operations.
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risks and returns. These include assessment of relevant government 5 K B4R - H B IERH B BBTECK - 15
policies, market demand and conditions and economic data. The FRETRAREBES G - EBE i% 5B
management is responsible for supervision, conducting regular B EAETEERN KB RTE RS
operation reviews and keeping the Board fully informed through 22HETHREHABER ?ﬁéﬁﬁﬁ\%ggijﬁ%
regular reports, and prompt decisions can therefore be made if AL ERIEH R E

changes are required.
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Distinctive risks factors in property related businesses such as
default of buyers, tenants and strategic business partners, and
inadequacies or failures of internal processes, people and systems
may have different levels of negative impact on the results of the
Group’s operation. Industrial accidents may happen although
precautionary measures is established, which may damage the
Company’s reputation or cause financial loss to the Group.

The internal audit team will reviews key activities of the Group and
ensures all material controls, including financial and operational, are
functioning effectively. Precautionary and contingency measures are
also set up to ensure the Group is protected against major potential
loss, damage or impact to our operations. Insurance coverage
against accidental losses and/or other hazards is used in protecting
our assets and reputation against any potential liabilities.

The investment and business operation are exposed to risks from
exchange rates, interest rates and liquidity. Amid global financial
uncertainties, the financial risks encountered by the Group had
increased accordingly.

The Group closely monitors the financial risks and when appropriate
will adopt measures to manage and hedge corresponding risks by
using of derivatives such as interest rate and currency swaps. The
Group’s cash and financing are centrally managed and controlled
at the corporate level to achieve a better borrowing terms and
coherent financial risk management. To meet our obligations as and
when needed, the Group maintains sufficient facilities with various
banks and financial institutions. The maturity of deposits and loans
is carefully planned and managed to reduce liquidity risk.

Talent shortage and high employee turnover will have a negative
impact on the Group’s present and future performance. We believe
that human resources are of critical importance for the success of
the Company.
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To attract, motivate and retain talented employees, the Group
evaluate our employee remuneration packages and monitor them
against market trends. We provide on-the-job training for new staff
and offer career advancement opportunities for suitable staff to
develop their full potential at various stages of their career. We also
encourage communication with all levels of staff to gather feedback
and suggestions for future improvement.

The Group acknowledge its responsibilities under the Securities and
Futures Ordinance and the Listing Rules and the overriding principle
that inside information should be announced immediately when it is
the subject of a decision. The procedures and internal controls for the
handling and dissemination of inside information are as follows:

. the Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines on
Disclosure of Inside Information” published by the Securities and
Future Commission in June 2012;

° the Group has implemented and disclosed its policy on fair
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and its website;

o the Group has strictly prohibited unauthorized use of confidential or
inside information; and

o the Group has established and implemented procedures for
responding to external enquiries about the Group’s affairs, so that
only the executive Directors of the Company, company secretary
and investor relations officers are authorized to communicate with
parties outside the Group.
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Employees, customers and suppliers are the key stakeholders who
affected the sustainability of our business. Engaging with those
stakeholders will not only help us understand the possible risks and
opportunities to our business, but also help us to mitigate risk and seize
the opportunities in the real market situation.

The Group believes that our people are critical success factors to the
Group'’s competitiveness in the market. As such, we had adopted a share
option scheme in 20 May 2015 for the purpose of providing incentives
and rewards to eligible participants who contributed to the success of the
Group’s operations.

Customer satisfaction with our services and products has a profound
effects on our profitability. Our dedicated team of sales people are in
constant communication with our customers and potential customers to
uncover and create customer needs and help customers make informed
decisions. To grasp the market trend is critical for the Group to timely
adjust our operating strategies to fit the market requirement.

Collaborative and mutual beneficial business relationship with our strategic
suppliers and contractors is of important to achieve higher levels of
efficiency and competitive advantage. The Group evaluate the capabilities
of our supplier and contractors to determine if they are able to meet the
requirement and needs of the Group from time to time.

Developing and maintaining good relationship with various commercial
banks and financial institutions always are our main tasks because our
capital-intensive projects require on-going funding to maintain continuous
growth.

The Company’s policies and practices highlight the importance of
compliance with all relevant local laws, rules, regulations and standard.
This in return, facilitate the continuous granting of specific licenses and
permissions.

The Group will seek professional legal advice from legal advisers, where

necessary, to ensure transactions and business to be performed by the
Group are in compliance with the applicable laws and regulation.
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No material accidence related to serious injuries or death or property
damage and no environmental claims, lawsuits, penalties or administrative
sanctions were reported to our management during the year under
review and as at the date of this annual report. The management is of the
view that the Group were in compliance with all relevant PRC laws and
regulations in all material respects.

As a responsible corporation, the Group is committed to protecting
the environment in the areas where we operate and ensuring that
environmental standards set by government are consistently met or
exceeded.

We have closely monitored the project at different stages to ensure that
construction process is in compliance with environment protection and
safety laws and regulations. The Company endeavors to manage its
operations by working with suppliers and contractors to ensure that they
also understand the importance of environmental protection, pollution
prevention and waste reduction. We also encourage all our employees to
be more environmentally conscious.

No significant event affecting the Group took place subsequent to 31
December 2015 and up to the date of this annual report.

The Board does not recommend the payment of final dividend for the year
ended 31 December 2015 (2014: Nil).

The AGM of the Company will be held on Wednesday, 18 May 2016.
Notice of AGM will be published on the websites of the Company
(www.chinanewcity.com.cn) and the Stock Exchange (www.hkexnews.hk),
and will be despatched to the shareholders of the Company within the
prescribed time and in such manner as required under the Listing Rules.
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Management Discussion and Analysis

EEENWED N

The Company has set up an audit committee (‘Audit Committee”) and
adopted the terms of reference which complied with the code provisions
of the Corporate Governance Code contained in Appendix 14 to the
Listing Rules (“CG Code”). In view of the recent amendment to the
CG code effective for the accounting period beginning on 1 January
2016, the Company has adopted a revised terms of reference of the
Audit Committee on 18 January 2016 with retrospective effect from 1
January 2016 in order to comply with certain changes relating to the risk

management and internal control section of the CG code.

The Chairperson of the Audit Committee is Mr. Ng Sze Yuen, Terry. The
other members are Mr. Xu Chengfa and Mr. Yim Chun Leung. The Audit
Committee is comprised of all of the three independent non-executive

Directors.

The results for the year ended 31 December 2015 have been audited in
accordance with Hong Kong Standards on Auditing, issued by the Hong
Kong Institute of Certified Public Accountants (‘HKICPA”), by Ernst &
Young whose unmodified auditor’s report is included in the annual report

to be sent to shareholders.

The Audit Committee had reviewed the audited consolidated financial
statements of the Group for the year under review, and reviewed with
the management of the Group regarding the accounting principles and
practices adopted by the Group, and discussed with them the internal

controls and financial reporting matters.

The net proceeds from the listing (the “Listing”) of shares of the
Company on the Main Board of the Stock Exchange (after deducting
the underwriting fees and related expenses) amounted to approximately
HK$550.8 million, which are applied in the manner as disclosed in the

supplemental prospectus of the Company dated 30 June 2014.
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The Company has adopted a code of conduct regarding the Directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
to the Listing Rules.

The Company has made specific enquiry of all Directors and all Directors
have confirmed that they have complied with the required standards set
out in the Model Code for the year under review and up to the date of this
annual report.

Based on the information that is publicly available to the Company and
to the knowledge of the directors, they confirm that the Company has
maintained at least 25% of the Company’s total issued share capital held
by the public for the year under review and as at the date of this annual
report.

The Board has adopted the code provisions of the CG Code. The Board
has reviewed the Company’s corporate governance practices and is
satisfied that the Company has complied with the code provisions set
out in the CG Code for the year under review and up to the date of this
announcement.

For determination of the entitlement to attend and vote at the AGM, the
transfer books and register of members will be closed from Monday, 16
May 2016 to Wednesday, 18 May 2016 (both days inclusive) during which
period no transfer of shares of the Company will be effected. In order to
qualify for attending and voting at the AGM, all transfers accompanied by
the relevant share certificates must be lodged with the Company’s Hong
Kong branch registrar and transfer office, Tricor Investor Services Limited
at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:30 p.m. on Friday, 13 May 2016.
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Corporate Governance Report
CEEARE

The board of directors (the “Board”) of the Company is committed to
maintaining good corporate governance in safeguarding the interests of
the shareholders of the Company (the “Shareholders”) and enhancing
Shareholders’ value. The Board reviews its corporate governance practices
periodically in order to meet the rising expectations of stakeholders, and to
comply with increasingly stringent regulatory requirements as well as fulfill
its commitment to excellence in corporate governance.

CORPORATE GOVERNANCE
PRACTICES

During the year ended 31 December 2015 (“the year under review”), the
Company has complied with the code provisions in the Corporate Governance
Code (the “CG Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”).

CORPORATE GOVERNANCE
STRUCTURE

The Board will review the corporate governance structure of the Group from
time to time and will adopt appropriate measures as may be desirable for
future development of the operating activities or business of the Group.
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The Board currently comprises three executive directors, namely Mr. Dong
Shuixiao, Ms. Jin Ni and Ms. Tang Yiyan, one non-executive director,
namely Mr. Shi Kancheng and three independent non-executive directors,
namely, Mr. Ng Sze Yuen, Terry, Mr. Xu Chengfa and Mr. Yim Chun Leung.

The details of directors of the Company (“Directors”) and (where
applicable) their family relationships are set out in the section headed
“Biographical Details of Directors and Senior Management” on pages 68
to 73 in this annual report. There are no relationships (including financial,
business, family or other material/relevant relationships) among members
of the Board. A list of the Directors identifying their roles and functions are
available on the websites of the Company and the Stock Exchange.

During the year under review, the Board has at all times met the
requirements of rules 3.10(1) and 3.10(2) of the Listing Rules relating to
the appointment of at least three independent non-executive Directors
with at least one independent non-executive Director possessing
appropriate professional qualifications, or accounting or related financial
management expertise.

The Company has received from each of its independent non-executive
Directors an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Board considers that all the independent
non-executive Directors are independent in accordance with the
guidelines set out in Rule 3.13 of the Listing Rules.

The three independent non-executive Directors represent more than one-
third of the Board, the proportion of which is required by Rule 3.10A of the
Listing Rules. The Board believes there is sufficient independence element
in the Board to safeguard the interests of the Shareholders.

During the year under review, the Board meets regularly to discuss the
overall strategy, the operational and financial performance of the Group.
The Directors can attend meetings in person or through other electronic
means of communication in accordance with the articles of association of
the Company (the “Articles”).
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During the year under review, a total of 8 Board meetings and one general

meeting were held. The individual attendance of the Directors is tabulated

as follows:

Non-executive Director
Mr. Shi Kancheng

Executive Directors

Mr. Dong Shuixiao
(appointed on 16 June 2015)

Ms. Jin Ni

Mr. Li Chu
(resigned on 20 January 2016)

Ms. Tang Yiyan

Mr. Zhou Minghai
(appointed on 29 January 2015 and
resigned on 16 June 2015)

Mr. Shi Guoliang
(appointed on 29 January 2015 and
resigned on 16 June 2015)

Independent non-executive Directors

Mr. Ng Sze Yuen, Terry
Mr. Xu Chengfa
Mr. Yim Chun Leung

FHTES
e Ak 5 4

HiTES
BRREE
(20156 A16H & 1T)
TRL+
B
(7A2016%E1 A20H EHT)
Blafit
FERE kA
(201551 A29A £ &
R2015F6 416 H BHT)
MEE R St
(FA2015%F1 A29B £ E &
201596 416 H BET)

BIEBITES
RETHRE
ARER ST
RS T A

Chairperson and Chief Executive Officer

The roles of the chairperson and chief executive officer are separate and

are not performed by the same individual as this ensures better checks

and balances and hence better corporate governance. During the year

under review and as at the date of this report, the role of the chairperson

was performed by Mr. Shi Kancheng. Mr. Dong Shuixiao was appointed

as chief executive officer with effect from 16 June 2015.
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The chairperson had held a meeting with all independent non-executive
Directors in the absence of executive Directors. No specific or other
issues had been raised or discussed as it had been concluded that all
issues which would be discussed had been properly dealt with in the
meetings of the Board.

Non-Executive Director and Independent Non-
Executive Directors

The non-executive Director, Mr. Shi Kancheng, has been appointed for a
term of 3 years commencing on 31 May 2014.

The independent non-executive Directors, Mr. Ng Sze Yuen, Terry, Mr. Xu
Chengfa and Mr. Yim Chun Leung, have been appointed for a term of 3
years commencing on 31 May 2014.

All non-executive Director and independent non-executive directors
possess extensive academic, professional and/or industry expertise and
management experience and have provided their professional advice to
the Board.

Power of and Delegation by the Board

The Board operates and exercises its power in accordance with
the Articles. The Board focuses on overall corporate strategies and
policies with emphasis on the business growth, financial performance
and corporate governance standard of the Group. It also decides on
matters such as annual and interim results, major transactions, director
appointments or re-appointments, investment policy, dividend and
accounting policies and responsible for developing, reviewing and
monitoring the policies and practices on corporate governance and legal
and regulatory compliance of the Group. In addition, the Board has also
specifically resolved that all transactions/contracts/other matters of the
Group that are subject to the disclosure requirement in accordance with
the Listing Rules should be approved by the Board in advance.

The Board has delegated to the senior management to deal with day-
to-day operations and reviewed those arrangements on a periodic basis.
The senior management frequently reports back to the Board and obtains
prior approval from the Board before making decisions for key matters or
entering into any commitments on behalf of the Company.
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m%m\éxiﬁﬂ:

Appointment, Re-election and Removal of
Directors

The Articles provide that any Director appointed by the Board to fill a
casual vacancy in the Board or as an additional member of the Board
shall hold office only until the next following general meeting of the
members of Company and shall then be eligible for re-election at such
meeting.

In accordance with the Articles, at each AGM, one third of the Directors
for the time being, shall retire from office by rotation provided that every
Director (including those appointed for a specific term) shall be subject to
retirement by rotation at least once every three years and, being eligible,
offer themselves for re-election. The Company may, at any general
meetings convened and held in accordance with the Articles, remove
a Director by ordinary resolution at any time before the expiration of his
period of office notwithstanding anything contrary in the Articles or in any
agreement between the Company and such Director and may by ordinary
resolution elect another person in his/her stead.

The Board has established four committees and has delegated various
responsibilities to the committees, including the remuneration committee
(the “Remuneration Committee”), the nomination committee
(the “Nomination Committee”), the audit committee (the “Audit
Committee”) and the corporate governance committee (the “Corporate
Governance Committee”) of the Company. All the Board committees
perform their distinct roles in accordance with their respective terms
of reference which are available for inspection by the Shareholders on
the websites of the Company and the Stock Exchange. The Board
Committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s
expense.
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() Remuneration Committee

The Remuneration Committee comprises a total of three members,
being one executive Director, Ms. Tang Yiyan, and two independent
non-executive Directors, Mr. Xu Chengfa (chairperson of the
Remuneration Committee) and Mr. Yim Chun Leung.

The Company has adopted written terms of reference for
the Remuneration Committee. The role and function of the
Remuneration Committee of the Company include the following:

(@) to make recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and
senior management and on the establishment of a formal and
transparent procedure for developing remuneration policy;

(o)  to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management, including benefits in kind, pension rights
and compensation payments, including any compensation
payable for loss or termination of their office or appointment
(i.e. the model described in the code provision B.1.2(c)(ii) of
the CG Code is adopted), and make recommendations to the
Board on the remuneration of non-executive Directors;

(c) to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

(d) to review and approve the compensation payable to
executive Directors and senior management in connection
with any loss or termination of their office or appointment to
ensure that such compensation is determined in accordance
with relevant contractual terms and that such compensation
is otherwise fair and not excessive;

(e)  to review and approve compensation arrangements relating
to dismissal or removal of Directors for misconduct to ensure
that such arrangements are determined in accordance with
relevant contractual terms and are otherwise reasonable and
appropriate;

(f) to ensure that no Director or any of his/her associates is
involved in deciding his/her own remuneration; and
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(ii)

(9 to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group.

Two meetings of the Remuneration Committee were held during
the year under review. The Remuneration Committee had reviewed
the terms of remuneration packages of the executive Director, Mr.
Dong Shuixiao, in respect of his service contract during the year
under review. The Remuneration Committee also reviewed the rules
of proposed share option scheme (the “Scheme”) and recommend
the Board to consider the adoption of the Scheme in the Board
meeting during the year under review. The individual attendance of
the members was tabulated as follows:

Mr. Xu Chengfa AR E
Mr. Yim Chun Leung BRI E
Ms. Tang Yiyan BElafit

Nomination Committee

The Nomination Committee comprises a total of three members,
being one executive Director, Ms. Jin Ni, and two independent non-
executive Directors, Mr. Xu Chengfa (chairperson of the Nomination
Committee) and Mr. Yim Chun Leung.

The Company has adopted written terms of reference for the
Nomination Committee. The role and function of the Nomination
Committee are as follows:

(@  to review the structure, size and composition (including the
skills, knowledge, experience and diversity of perspectives)
of the Board at least annually and make recommendations
on any proposed changes to the Board to complement the
Company’s corporate strategy;

(b)  to identify individuals suitably qualified to become members
of the Board and select or make recommendations to
the Board on the selection of individuals nominated for
directorship;
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to review the board diversity policy of the Company (the
“Board Diversity Policy”) and the progress on achieving the
objectives set for implementing the Board Diversity Policy,
and to make disclosure of its review results in the corporate
governance report of the Company’s annual report;

to assess the independence of the independent non-
executive Directors;

to make recommendations to the Board on relevant matters
relating to, among others, the appointment or re-appointment
of Directors and succession planning for Directors (in
particular, the chairperson and the chief executive officer of
the Company);

to give full consideration to, among others, the skills and
expertise required from members of the Board and the
relevant requirements of the Listing Rules with regard to
Directors and such like in the discharge of the Nomination
Committee’s duties;

in respect of any proposed service contracts to be entered
into by any members of the Group with its director or
proposed director, which require the prior approval of the
Shareholders at general meeting under Rule 13.68 of the
Listing Rules, to review and provide recommendations to
the Shareholders (other than shareholders who are directors
with a material interest in the relevant service contracts and
their respective associates) as to whether the terms of the
service contracts are fair and reasonable and whether such
service contracts are in the interests of the Company and the
Shareholders as a whole, and to advise Shareholders on how
to vote;

to ensure that on appointment to the Board, non-executive
Directors (including independent non-executive Directors)
receive a formal letter of appointment setting out what is
expected of them in terms of time commitment, committee
service and involvement outside meetings of the Board;

to conduct exit interviews with any Director upon their
resignation in order to ascertain the reasons for his/her
departure; and

to consider other matters, as defined or assigned by the
Board from time to time.
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The Board has set the following measurable objectives
implementing the Board Diversity Policy:

° when identifying suitably qualified candidates to become
Board members, it should be based on a series of diverse
aspects, including Board members with different background,
skills, regional and industry experience, race, gender and
other qualities, that are in balanced and complementary
with each other, creating synergy, and enabling the Board to
function effectively as a whole.

The nomination procedures are as follow:

o candidates for directorship are selected by the Nomination
Committee subject to the review and approval of the Board in
accordance with the Articles.

° when reviewing the composition of the Board and
considering the nomination of new Directors, the Nomination
Committee will take into account the skills, regional and
industry experience, background, race, gender and other
qualities of potential candidates and also business needs of
the Company.

As at the date of this report, the Board’s composition under major
criteria for diversity was summarized as follows:

7
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(iii)

Based on the review by the Nomination Committee, the Nomination
Committee considers that the Company has achieved the
measurable objectives set for implementing the Board Diversity
Policy for the year under review.

Two mestings of the Nomination Committee were held during the
year under review. The Nomination Committee nominated, and the
Board approved the appointment of Mr. Dong Shuixiao, Mr Zhou
Minghai and Mr. Shi Guoliang as executive Directors during the
year under review. The Nomination Committee also nominated, and
the Board recommended Mr. Shi Kancheng, Mr. Zhou Minghai, Mr.
Shi Guoliang, Ms. Jin Ni, Mr. Li Chu and Ms. Tang Yiyan to be re-
elected at the annual general meeting held on 20 May 2015 and
reviewed the structure, size and composition of the Board.

The individual attendance of the members of the Nomination
Committee was tabulated as follows:

Mr. Xu Chengfa AN E
Mr. Yim Chun Leung Bk
Ms. Jin Ni iR+

Audit Committee

The Audit Committee comprises a total of three members, being
three independent non-executive Directors, Mr. Ng Sze Yuen
Mr. Xu Chengfa
and Mr. Yim Chun Leung. Mr. Yim Chun Leung possess the

Terry (chairperson of the Audit Committee),

appropriate professional qualification, and accounting and financial
management expertise as required under Rule 3.10(2) of the Listing
Rules.

The role and functions of the Audit Committee include the following:

(@  to be primarily responsible for making recommendations to
the Board on the appointment, reappointment and removal
of the external auditor, and to approve the remuneration and
other terms of engagement of the external auditor, and any
questions of its resignation or dismissal;

(iii)
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m%m\éxiﬁﬂ:

to review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process
in accordance with applicable standards. The Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the audit commences;

to discuss with the auditors the nature and scope of the
audit and reporting obligations and ensure co-ordination
where more than one audit firm is engaged before the audit
commences;

to develop and implement policy on engaging an external
auditor to supply non-audit services. For this purpose,
“external auditor” includes any entity that is under common
control, ownership or management with the audit firm
or any entity that a reasonable and informed third party
knowing all relevant information would reasonably conclude
to be part of the audit firm nationally or internationally. The
Committee should report to the Board, identifying and
making recommendations on any matters where action or
improvement is needed;

to monitor the integrity of the Company’s financial statements
and annual report and accounts, interim report and, if
prepared for publication, quarterly reports, and to review
significant financial reporting judgments contained in them;

in reviewing these reports (the Company’s annual report
and accounts, interim report and, if prepared for publication,
quarterly report) before submission to the Board, the
Committee should focus particularly on:

(i) any changes in accounting policies and practices;

(ii) major judgmental areas;

(i) significant adjustments resulting from the audit;

(iv)  the going concern assumption and any qualifications;

(v)  compliance with accounting standards;
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(vi)

(vil)

(viii)

()

()

compliance with the Listing Rules and legal
requirements in relation to financial reporting;

the fairness and reasonableness of any connected
transaction and the impact of such transaction
on the profitability of the Group and whether such
connected transactions, if any, have been carried out in
accordance with the terms of the agreement governing
such transactions;

whether all relevant items have been adequately
disclosed in the Group’s financial statements and
whether the disclosures give a fair view of the Group’s
financial conditions;

any significant or unusual items that are, or may need
to be, reflected in such reports and accounts; and

the cashflow position of the Group;

and to provide advice and comments thereon to the Board;

(@ inregard to (e) and (f) above:

M

members of the Committee should liaise with the
Board and senior management of the Group and the
Committee must meet, at least twice a year, with the
Company’s auditors; and

the Committee should consider any significant or
unusual items that are, or may need to be, reflected
in the reports and accounts, it should give due
consideration to any matters that have been raised by
the Company’s staff responsible for the accounting
and financial reporting function, compliance officer or

auditors;

(h)  to discuss problems and reservations arising from the interim

and final audits, and any matters the auditors may wish to

discuss (in the absence of management where necessary);

Ut AAR AR EEGRHERE

@
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to review the Company’s financial controls and, unless
expressly addressed by a separate Board risk committee,
or by the Board itself, to review the Company’s risk
management and internal control systems;

to discuss the risk management and internal control systems
with management to ensure that management has performed
its duty to have effective systems. This discussion should
include the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Company’s accounting and financial reporting function;

to consider major investigation findings on risk management
and internal control matters as delegated by the Board or
on its own initiative and management’s response to these
findings;

where an internal audit function exists, to ensure
co-ordination between the internal and external auditors,
and to ensure that the internal audit function is adequately
resourced and has appropriate standing within the Company,
and to review and monitor its effectiveness;

to review the Group’s financial and accounting policies and
practices;

to review the external auditor's management letter, any
material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response;

to ensure that the Board will provide a timely response to the
issues raised in the external auditor’'s management letter;

to conduct exit interviews with any Director, manager,
financial controller or internal credit control manager upon
their resignation in order to ascertain the reasons for his
departure;

56 China New City Commercial Development Limited 2015 Annual Report

R AR RIS EIE - A K (BRIF
SRNEZFETRRZEGNK
EEeAoeRERE) A ARA
HELER I I AR EE IR AR

HERENwRREERABEER
BEREEECETRERYEX
MRS - FRATREBREARRES
SR EERBRE T HAER BT
BENKEBEDRS UNRETHE
XHIEIIRIE R A e R BER
BEEMBEERL TR

THAERESENDIR BRBARAAR
EELANETEENERAEER
MEEBHRHEEREEETH

oo

It

INRAEERE NEE XL - A
REBMSNSAZ BRED TAES 2558 -
hARERABEZDEELRRAR
MERMERENE: LEFEENM
{37+ DA Rzt Be BE 2R EL PR

RE ANEBOP B RERTRR RIE
K

REEZHMGE TEREN (B
ZIE R B ) A R A
B MBIRE N EE RSN EIRER
HEERIEREMREEEEL D
JE

ERESS L OERIMNEZBER
TEEEN (FERBRFAXML) B
REMER:

RARRESR KB UBEELN
MBI T ERMBE REREHEA
S EEERERRA:



(@  to prepare work reports for presentation to the Board and to
prepare summary of work reports for inclusion in the Group’s
interim and annual reports;

(r to consider the appointment of any person to be a
Committee member, auditors and accounting staff either to
fill a casual vacancy or as an additional Committee member,
auditors and accounting staff or dismissal of any of them;

(s)  toreport to the Board on the matters set out above;

® to review arrangements employees of the Company can use,
in confidence, to raise concerns about possible improprieties
in financial reporting, internal control or other matters. The
Committee should ensure that proper arrangements are in
place for fair and independent investigation of these matters
and for appropriate follow-up action;

(u) to act as the key representative body for overseeing the
issuer’s relations with the external auditor;

(v)  to consider other matters, as defined or assigned by the
Board from time to time.

A total of three meetings of the Audit Committee were held during
the year under review. The work performed by the Audit Committee
during the year under review included the following:

reviewed the annual report and results announcement of the
Company for the year ended 31 December 2014;

- reviewed the interim report and interim results
announcements of the Company for the six months ended
30 June 2015;

- reviewed the accounting principles and practices adopted by
the Group and other financial reporting matters;

- reviewed the results of external audit and had discussion with
external auditors on any significant findings and audit issues;

- reviewed the internal control reports and had discussion
with internal control consultant on any significant findings
and internal control issues for the first half of the year under
review;
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m%m\éxiﬁﬂ:

(iv)

reviewed the internal control reports and had discussion
with internal auditors on any significant findings and internal
control issues for the second half of the year under review;

discussed with the external auditors before the audit
commenced, the nature and scope of the audit and the
respective relevant issues; and

considered and approved the service contract of the auditors
for the year under review.

The individual attendance of the members of the Audit Committee

was tabulated as follows:

Mr. Ng Sze Yuen, Terry RETTEE
Mr. Xu Chengfa AR E
Mr. Yim Chun Leung BRIk R HE

Corporate Governance Committee

The Corporate Governance Committee comprises a total of three

members, being one executive Director, Ms. Jin Ni (chairperson

of the Corporate Governance Committee), and two independent

non-executive Directors, Mr. Ng Sze Yuen Terry and Mr. Yim Chun

Leung.

The role and functions of the Corporate Governance Committee

include the following:

(@)

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

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

to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

58 China New City Commercial Development Limited 2015 Annual Report

(iv)

FERA R ZBE N AE RS W
Tﬁé@%ifgm&ﬁikﬁéfﬁ&ﬁm
MEDIE ) S EETT R R

REAZFI 16 AT LI NS X BT & i X
MMEERBEARERHEER: &

Z B AR B B B AR B AT R TS

EH e

EZEZEGENENERNEEENT
Number of attendance/
Number of meetings
KRB BERE
3/3
3/3
3/3

TtEEREES

CEERZEGHAR=FKE (Al—52H#H

TEFSRZLT (EXERZBEEIF)NM
MAFIEAITEFTRETAEREIRS
FEAE) ARLRK

CREAEERNACRBMAEDT

HE R ARBNEREGBRERK
BROYMEREGROER:

BUREREERGRERABNE
IR EEEER

B RERARNREETERENEE
RETEOBREER



(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(e) to review the Company’s compliance with the code
provisions of the CG Code and the disclosures in the
Corporate Governance Report.

One meeting of the Corporate Governance Committee was
held during the year under review. The Corporate Governance
Committee had discussed and reviewed the Board’s and the
Group’s compliance with the code provisions of the CG Code
and the prevailing Listing Rules during the year under review. The
Corporate Governance Committee had also reviewed the internal
control reports and had discussion with internal control consultant
on any significant findings and internal control issues for the first half
of the year under review;

The individual attendance of the members of the Governance
Committee was tabulated as follows:

Ms. Jin Ni A
Mr. Ng Sze Yuen, Terry RETEE
Mr. Yim Chun Leung BRIk

Further details of the terms of reference of Board committees are available
on websites of the Company and the Stock Exchange.
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Ms. So Chit Fun, Lydia, the company secretary of the Company, is a full
time employee of the Group, appointed by the Board and responsible
for the Board. She also serves as the secretary of the Audit Committee,
the Nomination Committee, the Remuneration Committee and the
Corporate Governance Committee. Ms. So is responsible for advising
the Board through the chairperson and/or the chief executive officer on
governance matters and assisting the Board in discharging its obligations
to Shareholders pursuant to the Listing Rules. She is also responsible
for ensuring that the activities of the Board conducted efficiently and
effectively, and procedures and all applicable laws and regulations
complied with, and facilitating induction and professional developments of
the Directors. During the year under review, Ms. So has taken no less than
15 hours of relevant professional training. The biography of Ms. So is set
out on page 73 of this annual report.

Financial Reporting

The Directors acknowledge that they are responsible for the preparation
of accounts which give a true and fair view of the Group. The Company
has selected appropriate accounting policies and has applied them
consistently based on prudent and reasonable judgments and estimates.

During the year under review, all Directors have been given on a quarterly
basis the latest information report about the financial position and
business development of the Group. The Directors endeavor to ensure
a balanced and understandable assessment of the Company’s position
and prospects in annual reports, interim reports, inside information
announcements and other disclosures required under the Listing Rules
and other statutory requirements.

The statement of the auditors of the Company about their reporting
responsibilities on the accounts of the Group is set out in the section
headed “Independent Auditors’ Report” in this annual report.
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Internal Control

The Company has continued to engage an independent internal control
advisor to assist the Audit Committee in assessing the Group’s internal
control for the period ended 30 June 2015. The internal control advisor
has performed internal control reviews in accordance with the internal
audit plan approved by the Audit Committee and reported the review
results to the Corporate Governance Committee and Audit Committee.

The Company has established the internal audit department (“Internal
Audit Department”) in the year under review to continue the internal
control functions after the completion of advisory services contract by
the independent internal control advisor. The Internal Audit Department
is required to provide internal control assessment reports to the Audit
Committee and the Board on a regular or ad hoc basis.

The Board recognized its responsibility to ensure the Group maintains a
sound and effective risk management and internal control system. The
Directors had conducted a review of the effectiveness of the system of
internal control of the Group during the Year. Such review had covered
all material controls including financial, operational and compliance
controls and risk management functions. No major issue but areas for
improvement have been identified. The Board and the Audit Committee
considered that the key areas of the Group’s internal control systems are
reasonably implemented.

Notice of at least 14 days should be given of a regular board meeting to
give all directors an opportunity to attend. For all other board meetings,
reasonable notice should be given.

Full Board or committee papers will be sent to all Directors at least three
days before the intended date of a Board meeting or a Board committee
meeting.

Management has supplied the Board and its committees with adequate
information and explanations so as to enable them to make an informed
assessment of the information put before the Board and its Board
committees for approval. Management is also invited to join the Board or
Board committee meetings where appropriate.
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m%M\Aiﬁﬂ:

Draft and final version of minutes of the meetings should be sent to all
Board and Board committee members for their comment and records.
Minutes of the meetings are kept by our Company Secretary, and the
Board and Board committee members may inspect the documents and
minutes of the Board and the Board committees at any time.

The audit fee of the Group in respect of audit services provided by the
independent auditors, Ernst & Young, for the Year was RMB950,000
(2014: RMB950,000).

During the year under review, the independent auditors was also engaged
to review the interim results of the Company at a fee of RMB250,000
(2014: RMB250,000) and no other non-audit services took place (2014:
RMB595,000).

In respect of the compliance with the provisions of the Non-compete
Undertakings by the Controlling Shareholders, please refer to the section
headed “Non-compete Undertakings” in the Directors Report of this

report.

The Company had arranged liability insurance for Directors and senior
management officers of the Company with appropriate coverage in
respect of legal action against them arising from their duties performed.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company updates Directors on the latest development regarding the
Listing Rules and other applicable regulatory requirements from time
and time, to ensure compliance and enhance their awareness of good
corporate governance practices.
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According to the records provided by the Directors, a summary of training
received by Directors during the year under review is as follows:

Name of Directors

EsnE

Executive Directors HITES

Mr. Dong Shuixiao BRREHE

Ms. Jin Ni R+

Ms. Tang Yiyan ekt

Non-executive Director FHITES

Mr. Shi Kancheng WA AK 5T 4

Independent Non-executive Directors BAKBITES

Mr. Ng Sze Yuen, Terry BRIt E

Mr. Xu Chengfa ARKE S E

Mr. Yim Chun Leung Bk

Notes:

A attending briefing sessions and/or seminars relating to matters in financial, legal
and corporate governance

B: reading seminar materials and updates relating to the latest development of the

Listing Rules and other applicable regulatory requirements

In relation to the mechanism for the property development on Mixed-
use Lands (as defined in the Prospectus), each of Zhong An Real Estate
Limited (“Zhong An”, and its subsidiaries, the “Zhong An Group”) and
the Company has undertaken to each other that it must, in respect of
each of its financial year ending after the Listing, instruct its auditors or
independent financial advisers to review such documents as the auditors
or independent financial advisers may require and confirm to its board of
directors that the mechanism set out the section headed “Relationship
with our Controlling Shareholders — Joint property development on mixed
commercial-residential use land projects” in the Prospectus had been
complied with during such financial year. During the year under review,
the Directors confirm that there has not been any occasion where an
opportunity aroused for an acquisition and development of land for
property development project on mixed commercial-residential use land
projects in which the remaining Zhong An Group (i.e. Zhong An Group,
excluding the Group) (the “Remaining Zhong An Group”) has invited
the Group to participate in the Joint Development (as defined in the
Prospectus).

Corporate Governance Report

EEERRE

REEFRHNCE RNEBEFERN EFME
XHEIIBENT

Type of continuous
professional development

FEEXRREER

(o8]

A/B
A/B
A/B

Byt

A HEEESE ERRCEERIENENE RS
YR E

B: MEAMLTARINREGEMEERERNIERL
MR ER REHEH

MNESRE I ERBEMENRS (EXRHE
RER) RRFEBERAR ([RE) RETE
RE [REEE]) MARBE D IR T A
IR EMREROSEFRFE LA
B 25 78 37 o 745 BB 0 S A% A BB 9B 57 B 5 B P
RO XMEESHER HR [ EERRR
ZER-AERE AR T IE A MR ERE]
— R I 2 R R M B E B ST c R EE
W ERERNEABER T L ERGEES RS
MLTIEE NI RFAEREYEFEERE £
WS MEERES RGN IMIER PR TR
Z&EE (ARBRAEERNRLZEE) ([T
RLKE ) ERFAEESEARME (EER
BRERE)

FEFHTRERRARAR —T-AFFE 63



64

Corporate Governance Report

EEERRE

The Company has adopted a code of conduct regarding the Directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to
the Listing Rules.

Having made specific enquiry of all Directors, all Directors have confirmed
that they have complied with the required standard set out in the Model
Code and the Company’s code of conduct during the year under review.

Senior management who, because of their office in the Group, are likely
to be in possession of inside information, have also been requested
to comply with the provisions of the Model Code when dealing in the
Company’s shares.

Convening Extraordinary General Meeting and
Putting Forward Proposals at Shareholders’
Meetings

The following procedures are subject to the Articles, the Companies Law,
Cap 22 (Law 3 of 1961, as consolidated and revised from time to time) of
the Cayman Islands and the applicable legislation and regulation.

There are no provisions allowing Shareholders to propose new resolutions
at the general meetings under the Cayman Islands Companies Law (2012
Revision). Pursuant to article 64 of the Articles, general meetings shall
be convened on the written requisition of any two or more Shareholders
made to Directors or the Secretary specifying the objects of the meeting,
provided that such requisitionists held as at the date of deposit of the
requisition shall not hold less than one-tenth of the paid up capital of the
Company which carries the right of voting at general meetings of the
Company. If the Board does not within 21 days from the date of deposit
of the requisition proceed duly to convene the meeting to be held within a
further 21 days, the requisitionist(s) themselves may convene the general
meeting in the same manner, as nearly as possible, as that in which
meetings may be convened by the Board and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall
be reimbursed to them by the Company.
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Procedures for Proposing a Person for Election
as a Director

If a shareholder, who is entitled to attend and vote at the relevant
general meeting, wishes to nominate a person (not being the nominating
shareholder) to stand for election as a Director, he or she should give to
the company secretary of the Company notice in writing of the intention
to propose a person for election as a Director and notice in writing by
that person of his or her willingness to be so elected, no earlier than the 7
clear days after the dispatch of the notice of the relevant general meeting
and no later than 7 clear days prior to the date appointed for the relevant
general meeting.

Detailed procedures for Shareholders to propose a person for election as
a Director are available on the Company’s website.

The Company attaches great importance to communication with
the Shareholders. A number of means are used to promote greater
understanding and dialogue with the Shareholders. The means of
access includes the release by the Company of the various corporate
communication of the Company via the website of the Stock Exchange
and the website of the Company (http://www.chinanewcity.com.cn).
Shareholders are encouraged by the Company to attend general
meetings of the Company where the chairperson of the Company and
other members of the Board and (if appropriate) the auditors of the
Company, are available to answer questions.

In addition, our chairperson, Directors and senior management actively
participated in various investor relations activities to reach and establish
a good long-term interactive relationship with shareholders and potential
investors. We introduced our current operating conditions and future
development strategies and at the same time also received advices
from investors regarding the Company’s development, from which we
understand more about investors’ expectations of the Company. Thereby,
we can continue improving the operation management of the Company
and establish effective mutual communication channels.
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Enquiries and Proposals to the Board

Shareholders are encouraged to communicate with the Company for any
enquiries in relation to the affairs of the Group. Shareholders may contact
the Company in writing to the Company’s head office in the PRC or the
Company’s principal place of business in Hong Kong or by e-mail to
cnc_ir@chinanewcity.com.cn or direct any enquiries to the Company’s
investor relations representative, Capital Markets Department, whose
contact details are set out in the annual report of which this report forms
part.

Annual Results Conference

During the year under review, the Company convened the 2014 annual
results conference and gave full elaboration on its operating conditions for
the Year. The Directors and senior management attended the conference
and communicated actively with the investors, securities analysts and
media attending the conference to enable them to understand fully the
operating conditions and development strategies of the Company, and
actively strived for the understanding and recognition from the market
regarding the Company’s profit growth and sustainability.

Annual General Meeting

The 2014 annual general meeting was held on 20 May 2015 at
Conference Room No. 5, 4th Floor, Holiday Inn Hangzhou Xiaoshan, No.
688 Shanyin Road, Xiaoshan District, Hangzhou, Zhejiang Province, the
PRC. The Directors and senior management together with the external
independent auditors attended the annual general meeting to answer
enquiries from shareholders and investors attending the meeting. All
ordinary resolutions proposed in the meeting were duly passed by way of
poll.

Regular Meetings with Investors

During the year under review, the Directors, senior management and
investor relations team have meetings with investors, fund managers and
financial analysts from time to time, introducing the operating conditions
and development strategies of the Company and answered the questions
raised. The Company provides the investors and analysts with clear
and timely compliance information to enable them to make reasonable
investment decisions with sufficient information.
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Media Reverse Roadshow

During the year under review, the Company organized a Hong Kong
media team to conduct reverse roadshow for the homestay new
business. The Directors and senior management attended the reverse
roadshow and answered the questions raised by the media. This enabled
investors to understand more about the development conditions and
strategic directions of the new business.

Investor Relations Plan

In 2016, we will further boost the transparency of the Company by
constructing an effective and systematic management system of investor
relations works. We will enhance communication with investors in
accordance to the main needs and concerned issues from investors and
analysts. Multiple activities for investors will be conducted in 2016 through
field trip, non-deal roadshow and one-to-one meeting and publishing
voluntary disclosure announcement to mass investors in order to enhance
their understanding of the Group.

Should investors have any inquiries and/or suggestions, please contact us
at cnc_ir@chinanewcity.com.cn.

The Company’s constitutional documents was adopted on 31 May 2014,
There was no change in the memorandum and articles of association of
the Company during the year under review.

For and on behalf of the Board
China New City Commercial Development Limited

Shi Kancheng
Chairperson
The Hong Kong, 22 March 2016
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Executive Directors

Mr. Dong Shuixiao (Z/k# ), aged 50, has been appointed as the
executive Director and chief executive officer of the Group on 16 June
2015 and is responsible for leading the business of the Group. He has
over 18 years of experience in property operation and management.
He was the vice president and director of certain subsidiaries of Zhong
An (stock code: 672), a company which shares are listed on the main
board of the Stock Exchange, since 2012 and was responsible for
assisting the chief executive officer of Zhong An on the administration
and general project management of the Zhong An Group until July 2014
and thereafter continue to serve as such positions for the Remaining
Zhong An Group until June 2015. He joined the Zhong An Group since
1997 and had served as deputy general manager and general manager
for various subsidiaries of Zhong An during the period from 1997 to
July 2014 and thereafter continue to serve as deputy general manager
and general manager for various subsidiaries of the Remaining Zhong
An Group until June 2015. He has extensive professional and senior
managerial experiences in real estate industry, particularly in the field of
project administration and management, on-site technology supervision,
construction cost control and financial operation. Prior to joining the
Zhong An Group, he held managerial positions as accountant, deputy
finance manager, operational management manager, deputy general
manager and general manager in the PRC companies including Xiaoshan
Material Bureau (1985-1989), Changzheng Material Company Limited
(1989-1993) and Hangzhou Xiaoshan Hongsen Material Company Limited
(1994-1996). Mr. Dong graduated from Wuhan University of Technology
with a civil engineering degree and the China University of Geosciences
with a business administration diploma. Mr. Dong has resigned from all his
managerial positions in the Remaining Zhong An Group before joining the
Group.
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Biographical Details of Directors and Senior Management

Ms. Jin Ni (£1E) , aged 40, is the executive Director, vice chairperson
of Board and vice president of the Group, and is responsible for
formulating and implementing strategies and business plans for the
development of the Group’s property sales, property leasing and property
management businesses. She was appointed as an executive Director
on 30 September 2013. Ms. Jin has over 16 years of experience in
sales, and operation and management of commercial projects. Prior to
joining the Group, Ms. Jin held directorial and/or executive roles of certain
subsidiaries of the Remaining Zhong An Group. She obtained a bachelor
degree in administrative management from the Zhejiang University of
Technology CHT’T T K2) in July 2003 and obtained a diploma in
financial accounting from the Oriental Institute of the Zhejiang University*
(AT AZE L) (currently known as Oriental Institute of Finance
and Economics* (AL EF A& K25 7520t ) ) in July 1997. She is also a
director of certain subsidiaries of the Group.

Ms. Tang Yiyan (E14%#) , aged 45, is the executive Director and
vice president of the Group, and is responsible for overall property
management of our Group. She was appointed as an executive Director
on 30 September 2013. Ms. Tang has over 13 years of experience in
operations and management. Prior to joining the Group, she held various
positions including assistant to general manager of Jiaging Jiahe Beijing
City Shopping Center Company Limited (F @Rt BB WESE
R &]), and manager of sales department, project supervisor, deputy
general manager and vice general manager in general affairs of Zhejiang
Lai Yin Da Commercial Development Company Ltd. (¥7/T 3 & &
¥%REAMRAT). Ms. Tang obtained a diploma in economics and
management from the Zhejiang Province Mechanic and Politics University
CGHT & B THBUAAZ) (currently known as Zhejiang University of
Economics and Management CHTT A8 E 2 KE) ) in July 1994,

Non-executive Director

Mr. Shi Kancheng (517 5% ) (alias Shi Zhongan (JiF1 %2 ) ), aged 53, is
a non-executive Director and chairperson of the Board. He was appointed
as a Director on 2 July 2013 and re-designated as non-executive Director
on 30 September 2013. He is responsible for assisting the Board in the
strategic planning of the Group, leading the Board to ensure that it will
perform its roles and carry out its responsibilities effectively, and ensuring
proper corporate governance practices and procedures are implemented
within the Group. However, he does not participate in the day-to-day
management of the business operations of the Group.
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Biographical Details of Directors and Senior Management

EENSREEBNERE

Mr. Shi has over 20 years of experience in property development and
property investment. Mr. Shi currently also serves as the executive
director, chairman and the chief executive officer of Zhong An. Mr. Shi
completed an Executive Master of Business Administration Program
(Finance Track) organized by the Shanghai National Accounting Institute
and obtained a CFO Qualifying Training Certificate in June 2007, a
program for executive officers, focusing on globalization and real estate
developers, organized by the Foreign Academic Cultural Exchange Center
of Tsinghua University ()& 2 K 2 ¥ SN2 11T X (L 223 0 ) in October
2006 and a program for presidents of real estate companies organized by
Zhejiang University in July 2006. Mr. Shi is a director of certain subsidiaries
of the Remaining Zhong An Group and the Group.

Independent non-executive Directors

Mr. Ng Sze Yuen, Terry (Rt Jt), aged 56, is the independent non-
executive Director and vice chairperson of the Board. He was appointed
as an independent non-executive Director on 31 May 2014. He has over
26 years of experience in operations and management. Since October
2014, Mr. Ng has been the chief executive officer and an executive
director of L’AVENUE International Holdings Limited, a private company
in Hong Kong, and his leadership responsibilities include strategic
planning, financial investments, management of property development
and investment portfolio, both in Hong Kong and overseas. Since January
2012, Mr. Ng has been the founding member and a director of Terry Ng
& Associates Limited in which he manages his own investment portfolio
including real estate, equity market and private equity. Mr. Ng was an
executive director of Hang Lung Group Limited (stock code: 010) and
Hang Lung Properties Limited (stock code: 101), companies which shares
are listed on the main board of the Stock Exchange, respectively and was
mainly responsible for such groups’ strategic and corporate planning,
financial investments, and relations with the investment community. He
was also an executive director of Giordano International Limited (stock
code: 709), a company which shares are listed on the main board of the
Stock Exchange. Mr. Ng has over eight years of work experience with
Giordano International Limited and its affiliated companies, and held other
various positions including senior vice president of international business
and assistant director of business development. He also worked at the
Stock Exchange and held various positions including senior manager
of listing division, department head of finance division and manager of
finance division. Mr. Ng is a fellow member of CPA Australia. He obtained
a master's degree in business administration from Asia International
Open University (Macau) (currently known as City University of Macau)
in November 1995 and a bachelor degree in commerce majoring in
accounting and finance systems from the University of New South Wales
in April 1985.
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Biographical Details of Directors and Senior Management

Mr. Xu Chengfa (7B 2 ) , aged 63, is the independent non-executive
Director. He was appointed as an independent non-executive Director
on 31 May 2014. Mr. Xu has over 20 years of experience in banking
operations and management. He worked in the Bank of Communications
Co., Ltd. (stock code: 3328), a company which shares are listed on the
main board of the Stock Exchange and held various positions including
senior manager of investment banking department, senior manager
of corporate services department, assistant general manager, deputy
general manager, deputy chief executive officer and consultant.

Mr. Yim Chun Leung (E&#&=) , aged 54, is the independent non-
executive Director. He was appointed as an independent non-executive
Director on 31 May 2014. Mr. Yim has over 30 years of experience in
auditing, accounting and finance fields. Mr. Yim is the independent non-
executive Director who has the qualifications and experience to meet the
requirements under Rule 3.10(2) of the Listing Rules.

Mr. Yim is a non-practicing member of the Hong Kong Institute of Certified
Public Accountants, a fellow of the Association of Chartered Certified
Accountants and an associate of the Institute of Chartered Accountants
in England and Wales. He also possesses a master’s degree in business
administration.

Mr. Yim is also an executive director and chief executive officer of LVGEM
(China) Real Estate Investment Company Limited (formerly known as
New Heritage Holdings Ltd.) (stock code: 95), a company which shares
are listed on the main board of the Stock Exchange. LVGEM (China)
Real Estate Investment Company Limited is a holding company of a
group which is principally engaged in property development and property
investment in the PRC with portfolio comprising of, among others,
investment in commercial complex property and development in office
property in the PRC. He has been an independent non-executive director
of a private company which is principally engaged in manufacturing and
sales of medicine since September 2008. Mr. Yim also held other major
positions or directorships in listed public companies in Hong Kong which
included independent non-executive director of ERA Mining Machinery
Limited (stock code: 8043), a company which shares had been listed
on the growth enterprise market of the Stock Exchange until its shares
was withdrawn with effect from October 2012, from September 2004
to August 2007, financial controller of Soundwill Holdings Limited (stock
code: 878), a company which shares are listed on the main board of
the Stock Exchange, from May 2002 to June 2004, chief financial officer
of Sinolink Worldwide Holdings Limited (stock code: 1168), a company
which shares are listed on the main board of the Stock Exchange,
from December 2000 to February 2002, executive director of N P H
International Holdings Limited (currently known as China WindPower
Group Limited) (stock code: 182), a company which shares are listed
on the main board of the Stock Exchange, from January 1998 to April
1999 and finance director of Tysan Holdings Limited (stock code: 687),
a company which shares are listed on the main board of the Stock
Exchange, from January 1994 to January 1998.
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Biographical Details of Directors and Senior Management
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Mr. Hua Zhen Dong (£ ), aged 42, is the vice-president of the
Group who is responsible for marketing and management. Mr. Hua jointed
the Group in November 2014. Prior to joining the Group, Mr. Hua was the
general manager of marketing and management department of Lu Chen
Ding Vi Property Investment Management Co., Ltd. (44 S EHE
BEEIEAR AT ) from December 2013 to November 2014, deputy
general manager and marketing director of Yuyao Property Co., Ltd. (&
ZEBERKEEABR QR ) of the Remaining Zhong An Group from July
2007 to February 2013, sales director of Shanghai Pengxin Group ( /&
e X&) from October 2003 to March 2005, sales manager of Zhejiang
Nan Du Property Group (#T/T g #E = £ &) from January 2002 to
October 2003, sales director of Shanghai Fu Cheng Real Estate (_E/81&
L EE ) from October 2000 to December 2001, and sales representative
of Zhejiang Lu Cheng Group CHT/T4%3 & &) from October 1999 to
September 2000. Mr. Hua obtained college degree in Adult Education
Marketing from Zhejiang University in July 1998.

Mr. Shi Lin Chong (FE#M#) , aged 33, is the controller of financial
center of the Group. Mr. Shi joined Zhong An Group in March 2008.
Prior to joining the Group, he was the manager of financial department of
Yuyao Zhong An Property Development Co., Ltd. ( S8k 52 %2 5= b 2= A 2
AR A7) from October 2012 to February 2014, the accounting director
of financial department of Shanghai New Century Enterprise Operation
Management Limited (_E/8F T ¥4 ERAH R A R]) from April 2007
to February 2008, teller and accountant of financial department of Henan
Kaiyuan Property Co., Ltd. CRER TEHEHFR A7) from April 2006 to
April 2007, and accountant of financial department of Hangzhou Kaiyuan
Property Management Co., Ltd. (Fi/MFTTYIZEEE AR 2 F]) from May
2005 to April 2006. Mr. Shi obtained the bachelor degree in accountant
from the Open University of China (Beijing Technology and Business
University) in January 2009.

Mr. Shi Yong (3 B), aged 49, is the general director of planning
department of the Group. He has been the head of planning department
of Zhejiang Zhongan Commercial Investment Management Co., Ltd.*
OMIRLZEEREERER AT, since May 2012. Mr. Shi had also
been the general designer of research and development center. Prior
to joining the Group, he had been program director, project leader and
chief architect of Hangzhou Tianyuan Architecture Design Co. Ltd. (#71
PNRITIEERETBT) |, and project leader and chief architect of Zhegong
Da Institute of Architectural Design (#1 T AZEZFHAFEFT) . Mr. Shi
obtained a diploma in construction from the Zhejiang Radio and Television
University G/ T EIEE R AE) in July 1991,
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Biographical Details of Directors and Senior Management

Ms. So Chit Fun, Lydia (##35) , aged 45, joined the Company in
May 2015 as the financial controller and company secretary. She is a
fellow member of the Hong Kong Institute of Certified Public Accountants
and a non-practicing member of Chinese Institute of Certified Public
Accountants. She obtained a bachelor’'s degree in commerce from
the University of Wollongong and a master’s degree in business
administration from The Open University of Hong Kong. Prior to joining
the Company, Ms. So held senior accounting positions and had been
company secretary in a number of companies listed on the main board
of the Stock Exchange. Ms. So has over 20 years of experience in
accounting and financial management.

EENEREEEBNERE

BESH L 45 5 R20165F5 A NMAARRE " &
MBBERATME-RABTESHMAEER
SERPEEMEFMBEIFAEEE - BN
REAZNSHEIEM AN EELARAEIEG
TRHEEBELEM -NIMAXRRR HFLL &
REZNBIAER ETZARBESR SR
URARWERML - HXTESARIBERT
T TEB20F A5 B o

FEFHTRERRARAR —T-HFFE 73



The Report of Directors
EEERE

The board (“Board”) of directors (the “Directors”) of China New
City Commercial Development Limited (the “Company”) are pleased
to present their annual report to shareholders of the Company (the
“Shareholders”) and the audited financial statements of the Company
and its subsidiaries (hereinafter collectively referred to as the “Group”) for
the year ended 31 December 2015 (‘the year under review”).

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally
engaged in commercial property development, leasing and hotel
operations. The nature of the principal activities has not changed during
the year under review.

BUSINESS REVIEW, KEY
PERFORMANCE INDICATORS AND
FUTURE DEVELOPMENT

A discussion on the business review of the Group and an analysis of the
performance of the Group based on certain financial key performance
indicators for the year under review are set out in the section headed
“Management Discussion and Analysis” of this annual report.

RESULTS AND DIVIDENDS

The Group’s profit for the year under review and the state of affairs of the
Company and the Group at 31 December 2015 are set out in the financial
statements on pages 104 to 111.

The Board does not recommend the payment of final dividend for the year
ended 31 December 2015 (2014: Nil).

SUMMARY OF CONSOLIDATED
FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and
non-controlling interests of the Group for the last five financial years,
as extracted from the published audited financial statements and the
Prospectus, is set out on page 246. This summary does not form part of
the audited financial statements.

PROPERTY AND EQUIPMENT, AND
INVESTMENT PROPERTIES

Details of movements in the property and equipment, and investment
properties of the Group during the year under review are set out in notes
12 and 13 to the financial statements respectively. Further details of the
Group’s investment properties are set out on pages 14 and 15.
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PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s principal risks and uncertainties are set out under the
paragraph headed “Principal Risks and Key Controls” in the section
headed “Management Discussion and Analysis” of this annual report.

KEY RELATIONSHIPS

An account of the Group’s key relationships with its employees,
customers and suppliers are set out in the paragraph headed
“Relationships with Employees, Customers and Suppliers” under the
section headed “Management Discussion and Analysis” of this annual
report.

ENVIRONMENTAL POLICIES

A discussion on the Group’s environmental policies and performance is
set out in the paragraph headed “Environment Policies and Performance”
under the section headed “Management Discussion and Analysis” of this
annual report

COMPLIANCE WITH LAWS AND
REGULATIONS

A discussion on the Group’s compliance with applicable laws and
regulations is set out in the paragraph headed “Compliance with Laws
and Regulations” under the section headed “Management Discussion and
Analysis” of this annual report

SHARE CAPITAL

Details of the movements in share capital of the Company during the year
under review are set out in note 29 to the financial statements.

EQUITY-LINKED AGREEMENTS

Other than the Scheme as disclosed in the section headed “The Report
of Directors — Share Option Scheme” of this annual report and note 30 to
the financial statements respectively, no equity-linked agreements were
entered into by the Company during the year under review or subsisted at
the end of the year under review.
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The Report of Directors

EEERE

Details of the movements in the reserves of the Group during the year
under review are set out in the consolidated statement of changes in
equity and note 31 to the financial statements.

As at 31 December 2015, the Company’s accumulated losses amounted
to approximately RMB41,385,000 and the Company’s share premium
amounted to RMB432,533,000. By passing an ordinary resolution of the
Company, dividends may also be declared and paid out of share premium
account or any other fund or account which can be authorized for this
purpose in accordance with the Companies Law of the Cayman Islands.

The details of the share option scheme (the “Scheme”) approved by
the Shareholders on 20 May 2015 (the “Adoption Date”) are disclosed
below pursuant to the requirements under Chapter 17 of the Rules
(the “Listing Rules”) Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”):

1 Purposes of the scheme

The purpose of the Scheme is to enable the Group to grant
options to selected participants as incentives or rewards for their
contribution to the Group. The Directors consider the Scheme, with
its broadened basis of participation, will enable the Group to reward
the employees, the Directors and other selected participants for
their contributions to the Group. Given that the Directors are entitled
to determine any performance targets to be achieved as well as the
minimum period that an option must be held before an option can
be exercised on a case by case basis, and that the exercise price of
an option cannot in any event fall below the price stipulated in the
Listing Rules or such higher price as may be fixed by the Directors,
it is expected that grantees of an option will make an effort to
contribute to the development of the Group so as to bring about an
increased market price of the Shares in order to capitalise on the
benefits of the options granted.
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Participants of the Scheme:

The Board may, at its absolute discretion,

invite any person

belonging to any of the following classes of participants, to take up

options to subscribe for Shares:

@)

any employee (whether full-time or part-time including any
executive Director but excluding any non-executive Director)
of the Company, any of the Company’s subsidiaries or any
entity (“Invested Entity”) in which any member of the Group
holds an equity interest;

any non-executive Directors (including independent non-
executive Directors) of the Company, any of the Company’s
subsidiaries or any Invested Entity;

any supplier of goods or services to any member of the
Group or any Invested Entity;

any customer of any member of the Group or any Invested
Entity;

any person or entity that provides research, development or
other technological support to any member of the Group or
any Invested Entity;

any adviser (professional or otherwise) or consultant to any
area of business or business development of any member of
the Group or any Invested Entity;

any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group;

and, for the purposes of the Scheme, the offer for the grant of

option may be made to any company wholly owned by one or more

persons belonging to any of the above classes of participants.

For avoidance of doubt, the grant of any options by the Company

for the subscription of Shares or other securities of the Group to

any person who falls within any of the above classes of participants

shall not, by itself, unless the Board otherwise determine, be

construed as a grant of option under the Scheme.
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The Report of Directors

EEERE

The eligibility of any of the above class of participants to an offer for
the grant of any option shall be determined by the Board from time
to time on the basis of the Board’s opinion as to his contribution to
the development and growth of the Group.

3. Maximum number of the Shares available
for Subscription

(@  The maximum number of Shares which may be allotted and
issued upon the exercise of all outstanding options granted
and yet to be exercised under the Scheme and any other
share option scheme adopted by the Group must not in
aggregate exceed 30% of the share capital of the Company
in issue from time to time.

(b)  The total number of the Shares which may be allotted and
issued upon the exercise of all options (excluding, for this
purpose, options which have lapsed in accordance with the
terms of the Scheme and any other share option scheme of
the Group) to be granted under the Scheme and any other
share option scheme of the Group must not in aggregate
exceed 10% of the number of Shares in issue as at the date
of approval of the Scheme (“General Scheme Limit”).

(c)  Subject to (a) above but without prejudice to (d) below, the
Company may seek approval of the Shareholders in general
meeting to refresh the General Scheme Limit provided that
the total number of Shares which may be allotted and issued
upon exercise of all options to be granted under the Scheme
and any other share option scheme of the Group must not
exceed 10% of the number of Shares in issue as at the
date of approval of the refreshed limit and, for the purpose
of calculating the refreshed limit, options (including those
outstanding, cancelled, lapsed or exercised in accordance
with the Scheme and any other share option scheme of
the Group) previously granted under the Scheme and any
other share option scheme of the Group will not be counted.
The circular sent by the Company to the Shareholders shall
contain, among other information, the information required
under Rule 17.02(2)(d) of the Listing Rules and the disclaimer
required under Rule 17.02(4) of the Listing Rules.
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(d)  Subject to (a) above and without prejudice to (c) above,
the Company may seek separate Shareholders’ approval
in general meeting to grant options beyond the General
Scheme Limit or, if applicable, the refreshed limit referred
to in (c) above to participants specifically identified by the
Company before such approval is sought. In such event,
the Company must send a circular to the Shareholders
containing a generic description of the specified participants,
the number and terms of options to be granted, the purpose
of granting options to the specified participants with an
explanation as to how the terms of the options serve such
purpose and such other information required under Rule
17.02(2)(d) of the Listing Rules and the disclaimer required
under Rule 17.02(4) of the Listing Rules.

Maximum entitlement of each participant

The total number of Shares issued and which may fall to be issued
upon the exercise of the options granted under the Scheme
and any other share option scheme of the Group (including both
exercised or outstanding options) to each grantee in any 12-month
period shall not exceed 1% of the number of Shares in issue for
the time being (the “Individual Limit”). Any further grant of options
in excess of the Individual Limit in any 12-month period up to
and including the date of such further grant must be separately
approved by the Shareholders in general meeting of the Company
with such grantee and his close associates (or his associates if
the grantee is a connected person of the Company) abstaining
from voting. The number and terms (including the exercise price)
of options to be granted must be fixed before the approval of the
Shareholders and the date of the Board meeting for proposing such
further grant should be taken as the date of grant for the purpose of
calculating the exercise price under note (1) to Rule 17.03(9) of the
Listing Rules.
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5. Grant of options to the Directors, chief

executive or substantial shareholders
of the Company or their respective
associates

(@  Any grant of options under the Scheme to a Director, chief
executive or substantial shareholder of the Company or
any of their respective associates must be approved by
independent non-executive Directors (excluding independent
non-executive Director who or whose associates is the
proposed grantee of the options).

(b)  Where any grant of options to a substantial shareholder
or an independent non-executive Director or any of their
respective associates would result in the Shares issued and
to be issued upon exercise of all options already granted and
to be granted (including options exercised, cancelled and
outstanding) to such person in the 12-month period up to
and including the date of such grant:

(i) representing in aggregate over 0.1% of the Shares in
issue; and

(ii) having an aggregate value, based on the closing price
of the Shares at the date of each offer for the grant, in
excess of HK$5 million;

such further grant of options must be approved by Shareholders
in general meeting. The Company must send a circular to the
Shareholders. The grantee, his associates and all core connected
persons of the Company must abstain from voting in favour at
such general meeting, except that any connected person may vote
against the relevant resolution at the general meeting provided
that his intention to do so has been stated in the circular. Any vote
taken at the meeting to approve the grant of such options must be
taken on a poll. Any change in the terms of options granted to a
substantial shareholder or an independent non-executive Director
or any of their respective associates must be approved by the
Shareholders in general meeting.
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Minimum period for which an option must
be held before it can be exercised and the
exercise period of the option:

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period to be determined
and notified by the Board to each grantee, which period may
commence from the date of the offer for the grant of options is
made, but shall end in any event not later than 10 years from
the date of grant of the option subject to the provisions for early
termination thereof. Unless otherwise determined by the Board and
stated in the offer for the grant of options to a grantee, there is no
minimum period required under the Scheme for the holding of an
option before it can be exercised.

Amount payable on acceptance of the
option and the period within which
payment must be made:

A nominal consideration of HK$1 is payable on acceptance of the
grant of an option and options may be accepted by a participant
within 21 days from the date of the offer of grant of the option.

Basis of determining the exercise price:

The exercise price for the Shares under the Scheme shall be a price
determined by the Board, but shall not be less than the highest of
(i) the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of the offer for the grant, which
must be a business day; (i) the average closing price of Shares
as stated in the Stock Exchange’s daily quotations for the five
business days immediately preceding the date of the offer for the
grant; and (i) the nominal value of a Share.

Remaining life of the Scheme:

The Scheme became effective on 20 May 2015 and unless
otherwise cancelled or amended, will remain in force for a period of
10 years from that date.

6.
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During the period from 20 May 2015 to 31 December 2015, no option
was granted, exercised or cancelled by the Company or had lapsed under
the Scheme. There was no outstanding option under the Scheme as at
31 December 2015 as no option was granted during the relevant period.

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

The sales attributable to the five largest customers of the Group
accounted for approximately 17.6 % of the Group’s consolidated revenue
for the year under review.

The purchases attributable to the five largest suppliers of the Group
accounted for about 47.1 % of the Group’s consolidated purchases for
the year under review.

The largest supplier of the Group accounted for about 16.0% of the
Group’s consolidated purchases for the year under review.

None of the Directors, their close associates (as defined in the Listing
Rules) or any Shareholders (who or which to the knowledge of the
Directors owns more than 5% of the Company’s issued share capital) has
any interest in any of the Group’s five largest suppliers.

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

Executive Directors
Mr. Dong Shuixiao
(appointed on 16 June 2015)
Ms. Jin Ni
Ms. Tang Yiyan
Mr. Li Chu
(resigned on 20 January 2016)
Mr. Zhou Minghai
(appointed on 29 January 2015 and resigned on 16 June 2015)

Mr. Shi Guoliang
(appointed on 29 January 2015 and resigned on 16 June 2015)

Non-executive Director
Mr Shi Kancheng (alias Shi Zhongan)

Independent non-executive Directors
Mr. Ng Sze Yuen, Terry

Mr. Xu Chengfa

Mr. Yim Chun Leung
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In accordance with articles 105(A) and 105(B) of the Articles, Mr. Ng Sze
Yuen, Terry, Mr. Xu Chengfa and Mr. Yim Chun Leung will retire by rotation
and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting (the “AGM”).

In accordance with article 109 of the Company’s articles of association,
Mr. Dong Shuixiao shall hold office only until the AGM and, being eligible,
offer himself for re-election at the AGM.

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

Save for the transactions as disclosed in notes 2 and 34 to the
consolidated financial statements and in the section headed “Continuing
Connected Transactions” of the Prospectus and the Supplemental
Prospectus, there was no transactions, arrangements or contracts of
significance in relation to the Group’s business to which the Company,
any of its subsidiaries or its holding company was a party and in which
a Director is or was materially interested, whether directly or indirectly,
subsisted during or at the end of the year under review.

Biographical details of the Directors and senior management of the Group
are set out on pages 68 to 73 of this annual report.

Each of Ms. Jin Ni, and Ms. Tang Yiyan, all being executive Directors, has
entered into a service contract with the Company pursuant to which she
agreed to act as the executive Director for a term of three years with effect
from 31 May 2014.

Mr. Dong Shuixiao, being the executive Director, has entered into a service
contract with the Company pursuant to which he agreed to act as the
executive Director for a term of three years with effect from 16 June 2015.

Mr. Shi Kancheng, being non-executive Director, has been appointed for
an initial term of three years with effect from 31 May 2014.

Each of Mr. Ng Sze Yuen, Terry, Mr. Xu Chengfa and Mr. Yim Chun Leung,
all being independent non-executive Directors, has been appointed for an
initial term of three years with effect from 31 May 2014.
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No Director (including the Directors proposed to be re-elected at the
AGM) has a service contract with the Company which is not determinable
by the Company within one year without payment of compensation, other
than statutory compensation.

The Directors’ fees are subject to Shareholders’ approval at general
meetings. Other emoluments are determined by the Board with reference
to directors’ duties, responsibilities and performance and the results of the
Group. Details of the Directors’ remuneration during the year under review
is set out in note 8 to the consolidated financial statements.

During the years ended 31 December 2015 and 2014, no remuneration
was paid by the Group to any of the directors and chief executive or the
five highest paid individuals as an inducement to join or as compensation
for loss of office.

No forfeited contribution is available to reduce the contribution payable in
the future years as of 31 December 2015.

The band of the remuneration of senior management personal and related
number of members of senior management personnel are as follows:

Remuneration band (RMB) FENAER (ARE)

Nil to 500,000
500,001 to 1,000,000
1,000,001 to 1,500,000

T £500,000
500,001% 1,000,000
1,000,001 % 1,500,000

Under the Articles of the Company, the Company had a permitted
indemnity provision (as defined in section 469 of the Companies
Ordinance) in force for the benefit of the Directors throughout the year
under review and as at the date of approval of this report of the Directors,
pursuant to which the Company shall indemnify any Director against any
liability, loss suffered and expenses incurred by the Director in connection
with any legal proceedings in which he is involved by reason of being
a Director, except in any case where the matter in respect of which
indemnification is sought was caused by the fraud or dishonesty of the
Directors. The Company has maintained insurance cover for Directors’
and officers’ liabilities in respect of legal actions against the Directors
arising out of corporate activities. The insurance coverage is reviewed
on an annual basis. During the year under review, no claims were made
against the Directors.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES

AND DEBENTURES OF THE COMPANY
OR ANY ASSOCIATED CORPORATION

As at 31 December 2015, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the Laws of Hong Kong (the “SFO”), as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code, were as follows:

Name of
Group member/
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Name of Director associated corporation Capacity/nature of interest Number of share(s) held shareholding
AEEREAT/
EEps BREEEH 5/ REEtE FERGEE RESLNED L
(Note 1)
(Hist 1)
Mr. Shi Kancheng The Company Interest of controlled corporations 1,301,303,594 shares of 74.87%
(Note 2) HK$0.10 each (L)
IR A VNG REHEE0ES (M 2) 1,301,303,504 % B A E
0108 LI (L)
Zhong An Interest of controlled corporation 1,628,760,000 shares of 69.35%
(Note 3) HK$0.10 each (L)
RL REBEBRES (I 3) 1,628,760,000% & R A (8
010 BLRHL
Beneficial owner (Note 4) 5,183,720 shares 0.22%
of HK$0.10 each (L)
ERBBA (Mt 4) 5,183,720 iR E B
0108 TRIAL
Whole Good Beneficial owner 1 share of US$1.00 (L) 100%
2 BB 1REE 1.00 ETRHB L)
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Name of Director

Name of
Group member/
associated corporation

AEEREAR/
B BEEEEH 5/ EEtE
Ms. Jin Ni Zhong An Beneficial owner (Note 5)
2t BR BRBERAMES)
Mr. Dong Shuixiao Zhong An Beneficial owner (Note 6)
BREE RE BERBEFA (M6
Ms. Tang Yiyan Zhong An Beneficial owner (Note 7)
RBlamit L BEnBEA(Hit7)
Notes:

86 China

The letter “L” denotes the person’s long position in the shares and underlying

shares of the Company or the relevant associated corporation.

Among these 1,301,303,594 ordinary shares of HK$0.10 each in the Company
(“Shares”), 1,270,000,000 Shares are held by Ideal World Investments Limited
(“Ideal World”), a wholly owned subsidiary of Zhong An. The entire issued shares
of Zhong An are owned as to about 69.35% by Whole Good Management
Limited ( 22 E 2 H R 2 7)) (‘Whole Good”), which is wholly owned by Mr. Shi
Kancheng. In addition, 31,303,594 Shares are held by Whole Good. By virtue of
the SFO, Mr. Shi Kancheng is taken to be interested in the Shares in which each
of Ideal World and Whole Good is interested.

These shares are held by Whole Good. By virtue of the SFO, Mr. Shi Kancheng
is deemed to be interested in the shares of Zhong An in which Whole Good is

interested.
These shares represent the underlying shares in Zhong An comprised in the

options granted to and held by Mr. Shi Kancheng pursuant to its share option

scheme adopted on 15 May 2009.
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5. These shares represent the underlying shares in Zhong An comprised in the
options granted to and held by Ms. Jin Ni pursuant to its share option scheme
adopted on 15 May 2009.

6. These shares represent the underlying shares in Zhong An comprised in the
options granted to and held by Mr. Dong Shuixiao pursuant to its share option

scheme adopted on 15 May 2009.

7. These shares represent the underlying shares in Zhong An comprised in the
options granted to and held by Ms. Tang Yiyan pursuant to its share option
scheme adopted on 15 May 2009.

Save as disclosed above, as at 31 December 2015, none of the Directors
and chief executives of the Company had or were deemed under the SFO
to have any interests or short positions in the shares, underlying shares
and debentures of the Company or any of its associated corporations
as recorded in the register required to be kept under Section 352 of the
SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

Save as disclosed in the Prospectus, the Supplemental Prospectus and
the transactions as disclosed in note 32 to the consolidated financial
statements, no controlling shareholder or any of its subsidiaries has any
contract of significance with the Company or its subsidiaries during the
year under review.

Save as disclosed in the Prospectus, Supplemental Prospectus and
in this annual report, no contracts of significance concerning the
management and administration of the whole or any substantial part of
the business of the Company were entered into or subsisted during the
year under review.
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The Company has received the written confirmation from Ideal
World, Zhong An, Whole Good and Mr. Shi Kancheng (collectively,
the “Controlling Shareholders”) in respect of the compliance with
the provisions of the non-compete undertakings (“Non-compete
Undertakings”), entered into between the Controling Shareholders and
the Company as set out in the section headed “Relationship with our
Controlling Shareholders — Non-compete Undertakings” of the Prospectus
during the year under review.

The independent non-executive Directors had reviewed and confirmed
that the Controlling Shareholders have complied with the Non-compete
Undertakings and the Non-compete Undertakings has been enforced by
the Company in accordance with its terms during the year under review.

Save as disclosed in the section headed “Directors’ and chief executive’s
interests and short positions in the shares, underlying shares and
debentures of the Company or any associated corporation”, at no time
during the period under review were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company granted
to any Director or their respective spouses or minor children, or were
any such rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors to acquire
such rights in any other body corporate.
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As at 31 December 2015, so far as is known to the Directors, the
following persons (other than a Director or the chief executive of the
Company) had an interest or short position in the Shares and underlying
Shares as recorded in the register required to be kept by the Company
under Section 336 of the SFO:

Name of shareholder Capacity/nature of interest

RRE B B1ip M E

|deal World Beneficial owner

EmEAA

Zhong An Interest of controlled corporation (Note 2)
RE ZEsEEEER (T 2)

Whole Good Interest of controlled corporation (Note 2)
2 ZEGER S ER (Wi 2)

Beneficial owner

EmEAA
Notes:
1. The Letter “L” denotes the person’s long position in the Shares.

2. These Shares are held by Ideal World, the wholly owned subsidiary of Zhong An.
The entire issued shares of Zhong An are owned as to about 69.35% by Whole
Good, which is wholly owned by Mr. Shi Kancheng. By virtue of the SFO, each
of Zhong An, Whole Good and Mr. Shi Kancheng is taken to be interested in the

Shares in which Ideal World is interested.
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Save as disclosed above, as at 31 December 2015, other than the
Directors and the chief executive of the Company whose interests are set
out in the paragraph headed “Directors’ and chief executive’s interests
and short positions in the shares, underlying shares and debentures of the
Company or any associated corporation” above, no person had interest
or short position in the Shares or underlying Shares which were required
to be recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.

Details of significant related party transactions of the Group are set out in
note 32 to the financial statements.

Certain related party transactions as disclosed in note 32 to the financial
statements also constituted continuing connected transactions. During
the year under reviewed, the Group has conducted the following
continuing connected transaction which was required to be disclosed
pursuant to Chapter 14A and Appendix 16 to the Listing Rules:

As disclosed in the Prospectus under the section headed “Continuing
Connected Transactions”, pursuant to the Cooperation Agreement
(as defined in the Prospectus) dated 16 March 2014 and entered into
between Yuyao Zhong'an Property Co., Ltd.* (R ZLZBEEER D F])
(“Yuyao Zhong’an Property”), an indirect non-wholly owned subsidiary
of Zhong An, and Yuyao Zhongan Times Square Property Co., Ltd.* (5
hBRLRRESEEGRAT) (“Yuyao Times Square Property”), an
indirect non-wholly owned subsidiary of the Company, Yuyao Zhong’an
Property was appointed as the exclusive project manager for the overall
management and supervision of the ongoing construction, development
and sales of the residential properties situated on top of a commercial
complex in Zhong An Times Square (Phase ). For other major terms
and conditions of the Cooperation Agreement, please refer to the section
headed “Continuing Connected Transactions — Cooperation Agreement”
in the Supplemental Prospectus for details. Pursuant the Cooperation
Agreement the net sales proceeds under the Cooperation Agreement will
be payable by the Group to Yuyao Zhong’an Property on 30 June 2016.
During the year under review, no proceeds was paid by the Group to
Yuyao Zhong’an Property under the Cooperation Agreement.
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Confirmation of independent non-executive
Directors

The independent non-executive Directors have reviewed the Cooperation
Agreement and confirmed that the transaction has been entered into:

(1) in the ordinary and usual course of business of the Group;
(2)  on normal commercial terms or better; and

(8)  according to the Cooperation Agreement on terms that are fair and
reasonable and in the interests of the Shareholders as a whole.

Confirmation of auditors of the Company

Ernst & Young, the Company’s auditors, were engaged to report on
the Cooperation Agreement in accordance with Practice Note 740
Audiitor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules issued by the Hong Kong Institute of Certified Public
Accountants. Ernst & Young has issued its unqualified letter containing
their findings and conclusions in respect of the Cooperation Agreement in
accordance with Rule 14A.56 of the Listing Rules.

Save as disclosed above, there were no other transactions required to
be disclosed as non-exempt connected transactions or non-exempt
continuing connected transactions in accordance with the Listing Rules
during the year under review. The Company has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.
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According to the Regulations on the Administration of Foreign-Invested
Telecommunications Enterprises promulgated by the State Council
of the People’s Republic of China (“PRC”) (“PRC State Council”)
on 11 December 2001, which were subsequently amended on 10
September 2008, foreign investors are not allowed to hold more than
50% equity interests of a foreign-invested company that operates value-
added telecommunications business, including internet content provision
services. In addition, a foreign investor who invests in the value-added
telecommunications business of a foreign enterprise must possess prior
experience in operating value-added telecommunications businesses and
has proven track record of business operations overseas (“Qualification
Requirement”). As the Company is incorporated in the Cayman Islands
with limited liability, all the member companies of the Group controlled
by the Company through holding a majority of the interests or equity
interests are deemed to be foreign-invested enterprises and cannot apply
for telecommunications and information service operation licence (“ICP
Licence”).

With the above restrictions, through Run Zhou (Zhejiang) Hotel
Management Company Limited CEM G ) B/EE R AR A F) (‘Run
Zhou Zhejiang”), an indirect wholly-owned subsidiary of the Company,
entered into a series of agreements with Hangzhou Teng Ce Information
Technology Company Limited (#L/ iEK B EHEBRAR]) (“Teng Ce”),
Hangzhou Ming Sheng Enterprise Management Company Limited (#7 /1
ZRECEEEABMRAT) (‘Ming Sheng”), Mr. Xu Pengsheng (“Mr. Xu”)
and Mr. Li Xiaolong (“Mr. Li"), pursuant to which, the Company obtained
the actual controlling interests of Teng Ce and all the economic benefits
arising from all the existing operating businesses of Teng Ce (“Contractual
Arrangements”). The Contractual Arrangements allow the financial results
of Teng Ce to be consolidated in the financial statements of the Group, as
if it is a wholly-owned subsidiaries of the Company.

Teng Ce holds the ICP Licence that is required for operating an
e-commerce platform and is permitted to operate information service
business in value-added telecommunications business (only to the extent
of internet information service). The validity period of the ICP Licence is
up to 30 August 2020. Zhong An Homestay Travel Web launched under
the Group is running its operation by relying on the ICP Licence held by
Teng Ce and will obtain economic benefits therein through the Contractual
Arrangements.
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Teng Ce is a company established in the PRC with limited liability. As at
the date of the report, Ming Sheng is the sole shareholder of Teng Ce,
holding 100% equity interests, and Mr. Xu and Mr. Li in turn hold 90% and
10% equity interests respectively in Ming Sheng. Neither Mr. Xu nor Mr. Li
is the shareholder, director or other connected person of any members of
the Group.

To the best knowledge, information and belief of the Company and as
confirmed by Mr. Xu and Mr. Li, other than the operation and provision of
services contemplated under the Contractual Arrangements, for the year
ended 31 December 2015 and as at the date of the report, Teng Ce has
no significant business operation nor purchased any material assets. The
online services of the Group have not yet generated any revenue.

As at the date of the report, the agreements entered into under the
Contractual Arrangements include:

1. Entrusted Management and Technical Service Agreement

On 25 June 2015, Run Zhou Zhejiang, Teng Ce, Ming Sheng,
Mr. Xu and Mr. Li signed the Entrusted Management and Technical
Service Agreement, pursuant to which, Ming Sheng, Mr. Xu and
Mr. Li agreed to pass Teng Ce to Run Zhou Zhejiang to manage
on an exclusive basis and allow Run Zhou Zhejiang to provide the
technology support and technical services to Teng Ce to operate its
business.

The validity period of the agreement will be valid indefinitely from the
date of signing, unless (1) Run Zhou Zhejiang has discharged the
agreement in advance unilaterally, or (2) on the day that Run Zhou
Zhejiang has acquired all the equity interests or assets of Teng Ce
completely according to the Exclusive Option Agreement, or (3)
Teng Ce has declared bankrupt or dissolved according to the PRC
law and regulations. Unless otherwise required by the PRC law and
regulations, Teng Ce, Ming Sheng, Mr. Xu and Mr. Li have no right
to terminate or discharge the agreement unilaterally.

The Report of Directors

EEEHRE

ERARPBIKR I BEREEAR -RBEAE
ZRABEROME R F5100%R4E  REER
FHRAA D BIFE B RIO%FI10%ALHE  fR 5 4
REFEWHAEEREMKERARNRE B
HEHMBAEAT-

BARRDBIAM 2B LBEREREERTE
ERER BRASEREBES OLHRET 2L
g M 2 BRGHN - MBI E2015F12 A31 8 LEF
ERBERRS B EAM BRI EERERL
g RBABEREE TNEEBOR LR B R
REEWA -

RARERAH AROLEE TR HE R

1 (ZFAEERRMREHED

201556 A25H EMITT - BE - 2F 1)
EERFEHREEET (LB ELEMAR
BHE) MENTELR BREEMERE
AEBERTHBEIMTIBERERES
A Fo &R IOAT L (R0 6 B 4R AR BR AT S8R e B
1l Bl 745 DA A i HL 26 75 o

W E R AR BN E 28 RT A AR IR B AR R
B FE ()R IM AT 88 7 T 4R Al AR R A 15 5% -
SR ()7 AT T 3 4 8 5 U 4 4 W5 E T MR
ERE2ARENEETKH RO BRIRE
RENEARERE SHERGOEEE - FRIFIR
BHEZRERZARE BR 2R 7R
FoHE NI S A A B ) T AR L SR RR AN 1
e

TEFETEEERERAR —T-AFFHR

93



The Report of Directors

EEERE

During the term of the agreement, the entrusted management
fee shall be calculated subject to the financial position of Teng
Ce. Under the premise of complying with the then PRC laws
and regulations, the relevant service fees shall be calculated
according to the PRC accounting standards, which will be the
surplus after deducting the prior year losses, necessary operating
costs, expenditures and taxation. Teng Ce shall pay the entrusted
management fee for the month before the 20th day of next month.
The aforesaid monthly entrusted management fee shall be adjusted
once after the end of each quarter but before filing the tax return
(quarterly adjustment) to allow the profit after tax of Teng Ce for
the quarter to become zero. Furthermore, the aforesaid monthly
entrusted management fee shall be adjusted after the end of each
accounting year but before the filing of tax return for the year (yearly
adjustment) to allow the profit after tax of Teng Ce for the year to
become zero.

Shareholder Proxy Agreement

On 25 June 2015, Run Zhou Zhejiang and Ming Sheng signed the
Shareholder Proxy Agreement, pursuant to which, Ming Sheng
agreed to designate and authorize Run Zhou Zhejiang (and persons
delegated by Run Zhou Zhejiang) unconditionally and irrevocably to
exercise exclusively all the shareholder rights in Teng Ce in which
it is entitled to enjoy according to the PRC laws and regulations.
The agreement shall not be terminated before the completion of the
acquisition of all the shareholder interests or assets of Teng Ce by
Run Zhou Zhejiang.

In the event that Ming Sheng is in dissolution or the occurrence of
other conditions that may affect Ming Sheng in exercising the equity
interests rights in Teng Ce that are being held or controlled by it,
its successor or succeeding entity will be deemed to be a party to
the agreement, who will succeed and undertake all the rights and
obligations under the agreement.

Exclusive Option Agreement

On 25 June 2015, Run Zhou Zhejiang, Ming Sheng, Teng Ce,
Mr. Xu and Mr. Li signed the Exclusive Option Agreement, pursuant
to which, Ming Sheng and Mr. Xu and Mr. Li undertake that Run
Zhou Zhejiang has the irrevocable sole and exclusive call option,
and Run Zhou Zhejiang has the right to purchase all or part of the
equity interests of Teng Ce held by Ming Sheng or purchase all or
part of the assets of Teng Ce at any time at RMB10,000,000 or
the minimum price permitted by PRC laws and regulations when
exercising the right.

The agreement will continue indefinitely after the parties to the
agreement have signed the same and become valid, unless Run
Zhou Zhejiang has notified other parties 30 days in advance to
terminate the agreement.
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Intellectual Properties Licence Agreement

On 25 June 2015, Run Zhou Zhejiang and Teng Ce signed the
Intellectual Properties Licence Agreement, pursuant to which, Run
Zhou Zhejiang agreed to permit Teng Ce to use the intellectual
properties like website names and trademarks.

The licence fee under the agreement shall be at a certain
percentage of all the business revenue of the licensee (the specific
percentage will be determined subject to the negotiation between
the parties thereto according to the development and contribution
of the intellectual properties to the licensee’s business), such fee
shall be calculated on a quarterly basis and shall be paid by the
licensee to the licensor within 15 days after the end of each quarter.
If the licensor considers it necessary for the purpose of business
development of the licensee, the licensor has the right to decide to
reduce or waive all or part of licence fees payable by the licensee.

The agreement will continue to be valid indefinitely after becoming
effective, unless the licensor has notified the licensee 30 days in
advance to terminate the agreement.

Equity Pledge Agreement

On 25 June 2015, Run Zhou Zhejiang, Ming Sheng, Mr. Xu and
Mr. Li signed the Equity Pledge Agreement, pursuant to which,
Ming Sheng, Mr. Xu and Mr. Li agreed that they will pledge the
100% equity interests of Teng Ce owned by them to Run Zhou
Zhejiang as the pledge security for Ming Sheng, Mr. Xu and Mr. Li
to fully perform their respective obligations under the Contractual
Arrangements.

Unless otherwise have obtained the prior written consent from
Run Zhou Zhejiang, this agreement can only be discharged after
Ming Sheng, Mr. Xu, Mr. Li and Teng Ce have performed all their
obligations and contractual responsibilities under those Contractual
Arrangements and Ming Sheng, Mr. Xu, Mr. Li and Teng Ce have
paid the outstanding debts in full under those agreements and
obtained the written approval from Run Zhou Zhejiang.
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Online Information Publication Agreement

On 25 June 2015, Run Zhou Zhejiang and Teng Ce signed the
Online Information Publication Agreement, pursuant to which,
Run Zhou Zhejiang has entrusted Teng Ce to publish all kinds of
relevant business information regarding “Another Village” ( X —1¥F)
homestay that is being collected, compiled and produced by Run
Zhou Zhejiang at the Zhong Jia Le Homestay Travel Website ( F2 2K
LRERPEN) (http://www.zjlchina.com) operated by Teng Ce.

Run Zhou Zhejiang shall pay the information publication fees
of RMB240,000 in first year. From second year onwards, the
information publication fees can be adjusted but the adjustment
shall not be more than 5% of the fee in the previous year.

The agreement will continue indefinitely after the parties to the
agreement have signed the same and become effective, unless Run
Zhou Zhejiang has given notice 30 days in advance to terminate the
agreement.

Letter of Consent

On 25 June 2015, the successors of Mr. Xu and Mr. Li signed the
Letter of Consent respectively, pursuant to which, it is agreed that
Mr. Xu/Mr. Li to sign and perform all the agreements under the
Contractual Arrangements, and consented that in the event that
Mr. Xu/Mr. Li is declared missing, passed away, or declared passed
away, lost of civil capacity, discharge of marriage relationship or the
occurrence of other similar circumstances which render them to
be entitled to succeed, divide or escrow the rights and interests of
Mr. Xu/Mr. Li in Ming Sheng, then he will be subject to the terms of
those agreements and shall comply with those terms and procure
Ming Sheng and Teng Ce to completely and timely perform all
the obligations under those agreements, and agreed that under
the circumstances permitted by the PRC laws and regulations, in
the event that Run Zhou Zhejiang has requested Ming Sheng to
transfer the shareholder interests or assets in Teng Ce held by Ming
Sheng to Run Zhou Zhejiang or its designated entity or individual,
he will procure Ming Sheng to transfer the shareholder interests
or assets in Teng Ce held by Ming Sheng to Run Zhou Zhejiang
or its designated entity or individual at RMB10,000,000 or at the
minimum, price permitted by the PRC laws and regulations and
refund to the Company any consideration received as a result of the
transfer of those shareholder interests or assets.
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8. Letter of Undertaking

On 26 October 2015, Ming Sheng, Mr. Xu and Mr. Li signed the
Letter of Undertaking, pursuant to which, if in the future, as a result
of the changes in PRC laws and regulations or policies which
rendered the agreements under the Contractual Arrangements
becomes invalid, being terminated/discharged or unable to perform,
then Mr. Xu, Mr. Li and Ming Sheng undertake that they shall
transfer the maximum percentage of the equity interest in Teng
Ce to Run Zhou Zhejiang that is permitted under PRC laws and
regulations at that time to be held by foreign investment in value-
added telecommunications businesses (internet information service
business) and the transfer price shall be determined based on
the minimum price permitted by PRC laws and regulations at that
time. If the occurrence of the above circumstances have resulted
that Run Zhou Zhejiang is unable to obtain the 100% of economic
interests of Teng Ce, then Mr. Xu, Mr. Li and Ming Sheng undertake
that they will compensate Run Zhou Zhejiang for all the economic
losses so caused.

Any party signing the agreement will be entitled to submit any disputes
that arise from the agreements to China International Economic and Trade
Arbitration Commission. The location of arbitration is in Shanghai, the
PRC. The verdict of the arbitration shall be final and has binding effects
on all parties. Each party also agreed that, prior to the formation of the
arbitration court or under suitable circumstances, Hong Kong Court,
Cayman Islands Court, PRC Court and other courts with competent
jurisdiction where the Company and Teng Ce are located shall have the
competency to issue interim measures to support the arbitration.

During the reporting period, there is no material change regarding the
Contractual Arrangements and/or the circumstances adopted thereunder.
As there is no cancellation of the structural contract or the restriction
thereunder adopted under the Contractual Arrangements, none of the
above structural contracts are being discharged.
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Legal risk

There exist significant uncertainties and restrictions in the
interpretation and application of the PRC laws and regulations that
regulate the operation of value-added telecommunications services.
The PRC Government can determine regulations that are not
applicable for the Contractual Arrangements adopted by the Group,
or those regulations or their interpretation may change in the future,
then the Group may be exposed to penalties, including shutting
down of its website or being compelled to give up the businesses
interests.

All the agreements under Contractual Arrangements have been
reviewed by PRC legal adviser and legal opinions are issued,
confirming that the Contractual Arrangements have fully complied
with suitable PRC laws and regulations, and they are not under
the circumstance of “concealing illegal intentions in a lawful form”
as stated in Article 52 under the Contract Law (“Contract Law”)
of PRC, nor there exists other circumstance that may result the
agreements become invalid as stated in Article 52 under Contract
Law. As for the Foreign Investment Law of the People’s Republic
of China (Draft for Comments) (“Foreign Investment Law Draft For
Comments”) promulgated by Ministry of Commerce of the PRC
(“MOFCOM”) on 19 January 2015, the PRC legal adviser is of the
view that, prior and subsequent to the official promulgation and
implementation of Foreign Investment Law Draft For Comments, it
will not result any adverse effect to the Contractual Arrangements.

The Company will pay close attention regarding the development
and changes of the relevant PRC laws and regulations during the
subsisting period of the Contractual Arrangements, seek PRC legal
adviser opinion regularly and take positive response to the adverse
impacts caused by the PRC laws and regulations.

Control risk

The operational control under Contractual Arrangements may not
as effective as those interests that are directly-owned. If Teng Ce
and its shareholders are unable to perform the obligations under the
Contractual Arrangements and actions of default have occurred,
the Group shall seek for remedies according to the PRC laws and
regulations, and these remedies may result significant litigation
costs and distract the time and manpower and material resources
of the management of the Group in managing its ordinary business.
Furthermore, the Group is yet in the position to determine whether
the remedies to the contract are effective and sufficient to carry out
its interests.
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As permitted under PRC laws and regulations, the Company
will utilize the rights granted to the Group under Contractual
Arrangements to acquire the equity interests of Teng Ce, discharge
Contractual Arrangements, hold Teng Ce through direct interests
and apply for continuing the operation of the value-added
telecommunications services. In the event that PRC laws and
regulations may not allow the Company to continue the value-
added telecommunications services, the Company may engage
other entities that hold ICP licences to continue the operation of the
online business, such move may increase the operation costs but
will not exert significant financial burden to the Group.

Compliance risk

If Teng Ce is unable to obtain and maintain the necessary
assets, licences and approvals as required under the regulatory
environment for internet content provider business in the PRC, the
homestay business of the Group may be significantly and adversely
affected.

According to the currently applicable PRC laws and regulations,
in providing its existing service, Teng Ce must obtain and maintain
certain assets relevant to its business and obtain appropriate
licences and approvals from the relevant regulatory authorities.
Those assets and licences are extremely important for operating
the internet content provider business, which in general is subject
to annual review (“Annual Review”) by the relevant government
authorities. If Teng Ce is unable to pass the Annual Review, it will
be subject to various penalties, including but not limited to fine,
termination and restriction of business operation, in which it will
directly affect the business development, financial position and
operating results of the Group.

Run Zhou Zhejiang will actively perform the contents of the
“Entrusted Management and Technical Service Agreement”, provide
technology support and technical service in relation to its business
operation, strengthen asset custody and maintenance and strive to
drive the operation management of Teng Ce to meet the standards
required by relevant government agencies.
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Qualification Requirement

It is the intention of the Group to unwind the Contractual Arrangements
and obtain all the necessary and relevant licences for its business
operation as soon as possible after it is allowed to operate the business
under the relevant PRC laws and regulations without Contractual
Arrangements. Currently, there is no applicable PRC law, regulation or rule
that provides clear guidance regarding Qualification Requirement. Despite
the lack of clear guidance and interpretation on Qualification Requirement,
through Run Zhou Zhejiang, the Group is directly involved in the operation
management of e-commerce business under Teng Ce’s name, with
experience accumulating gradually for the purposes of being qualified and
eligible as and when appropriate. The Group can unwind the Contractual
Arrangements and acquire all the equity interests of Teng Ce when PRC
laws and regulations permit foreign investors to invest in the value-added
telecommunications enterprises in the PRC.

Opinion of the Independent Non-executive
Directors

The independent non-executive directors have reviewed the Contractual
Arrangements and confirmed that, for the year ended 31 December 2015,
(1) the transactions conducted in that year were entered into according to
the relevant provisions of the Contractual Arrangements; (2) no dividends
or other distributions have been paid which will not be otherwise assigned
or transferred to the Group thereafter.

The Group participates in defined contribution retirement benefit schemes
organized by the PRC municipal and provincial government authorities
for the Group’s eligible employees in the PRC, and operates a Mandatory
Provident Fund scheme for the employees in Hong Kong. Particulars of
these retirement plans are set out in note 2.4 to the consolidated financial
statements.

The Company is not aware of any tax relief or exemption available to the
Shareholders by reason of their holding of the Shares.
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CHARITABLE CONTRIBUTIONS

During the year under review, the Group made charitable contributions in
aggregate amounts to approximately RMB100,000 (2014: approximately
RMBB800,000).

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities since the Listing Date
and up to the date of this report.

EVENTS AFTER THE YEAR UNDER
REVIEW

No significant events affecting the Group took place subsequent to
31 December 2015 and up to the date of this report.

AUDITORS

Ernst & Young retired and a resolution for their reappointment as auditors
of the Company will be proposed at the AGM.

On Behalf of the Board of
China New City Commercial Development Limited

Shi Kancheng
Chairperson

The Hong Kong, 22 March 2016
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To the shareholders of China New City Commercial Development
Limited

(Incorporated in the Cayman Islands as an exempted company with
limited liability)

We have audited the consolidated financial statements of China New City
Commercial Development Limited (the “Company”) and its subsidiaries
set out on pages 104 to 111, which comprise the consolidated statement
of financial position as at 31 December 2015, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board and the
disclosure requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditors consider internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

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

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Company and its subsidiaries as at
31 December 2015, and of their financial performance and cash flows for
the year then ended in accordance with IFRSs and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong

22 March 2016

Independent Auditors’ Report
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Year ended 31 December 2015 #Z=2015F12A318 ILFE

REVENUE

Cost of sales

Gross profit

Other income and gains
Selling and distribution expenses
Administrative expenses
Other expenses
Fair value gain upon transfer to
investment properties
Changes in fair value of
investment properties
Finance costs
Share of profits and losses of:
Joint ventures
An associate

PROFIT BEFORE TAX
Income tax expense
PROFIT FOR THE YEAR
Attributable to:

Equity holders of the Company
Non-controlling interests

Earnings per share attributable
to ordinary equity holders
of the Company

Basic and diluted

['ON

HHE A

E7

H WA R as
$HE KD A<

1TTHRFAX
HAth X

BREREYMEN
AR EERE

REMEN

ARBESD

M ER

Dk A S R 1A

g
AR

—[EH = A A

BR B AT R

PrS B <
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BAT Al -

ARRESFEA
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Notes

#at

13

18

17

10

11

2015
20154
RMB’000
AR®BT T
503,986
(324,542)
179,444
256,899
(55,176)
(109,165)
(752)

796,581

29,414
(19,602)

(2,208)

1,075,435

(324,265)

751,170

740,337

10,833

751,170

RMB43 cents
AR ¥435%

2014
20144
RMB’000
ARBTIT
208,853
(100,239)
108,614
35,377
(35,955)
(111,811)
(265)

656,784

33,200
(30,047)

(259)
141

655,779

(193,275)

462,504

476,504

(14,000)

462,504

RMB32 cents
AR5



Year ended 31 December 2015 & £20156F12A31H IEF/E

2015 2014
2015 20144F
Notes RMB’000 RMB’000
it ARET T ARBTT

PROFIT FOR THE YEAR FERARHE 751,170 462,504
Other comprehensive income Hih 2 HE W=
Other comprehensive income to be REZBEEHDEEEREMN

reclassified to profit or loss H fih 2 m e

in subsequent periods:
Exchange differences on translation MEBINETSRIE X Z 5

of foreign operations 11,248 (11,798)
Net other comprehensive income REZBEENDEEEZEMN

to be reclassified to profit or loss Hfth 2 mE = F 5

in subsequent periods 11,248 (11,798)
Total comprehensive income FAEZHEKEHEEE

for the year 762,418 450,706
Attributable to: DU e

Equity holders of the Company RARERFEA 751,585 464,706

Non-controlling interests eI R 10,833 (14,000)

762,418 450,706
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31 December 2015 2015412 A31H

NON-CURRENT ASSETS

Property and equipment

Investment properties

Properties under development
Available-for-sale investments

Long term prepayments

Investments in joint ventures

Loans and receivables from a joint venture

Deferred tax assets
Restricted cash

Total non-current assets

CURRENT ASSETS
Completed properties held for sale
Properties under development
Inventories
Trade receivables
Prepayments, deposits
and other receivables
Amount due from related companies
Loans and receivables from a joint venture

Restricted cash
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals

Advances from customers

Amounts due to a related company
Interest-bearing bank and other borrowings
Tax payable

Total current liabilities

NET CURRENT ASSETS/(LIABILITIES)

TOTAL ASSETS LESS
CURRENT LIABILITIES

FRBEE
YEYE
BEME
GEGEYES
AHHERE
RHEIFAA R
%AMATWE
RE—HALERRNERR
& W FROR
EERAE E
XRHIRE

RIERBDEE

REBEE
FEHEERIME
EEGEES

FE

JE W E 5 BR 5K
BNRIE - RE R
H B YRR

JRE Uk A Bt 2 R SR IR
XE*WA““TEm&
FEU R IR

R BIRE
RekReEFED

BRBEE

REEE

FERHE ZERR

H e 3B K AT E
BEEMNR

FEf— Fﬂfﬂ%ﬁi& E QL]
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BEERRBER

China New City Commercial Development Limited 2015 Annual Report

Notes

Bt

12
18
14
15
16
17

18
19
24

2
14

22

23
32

18
24
24

25
26
27
32
28
10

31 December
2015

20154
12A31H
RMB’000
ARBT T

161,563
5,244,100
2,909,524
3,300
15,360
774

19,289
90,100

8,444,010

1,361,490
312,676
4,358
15,321

90,343
66,534

50,794
947,638

2,849,154

823,192
158,838
160,852

1,200
707,472
220,694

2,072,248

776,906

9,220,916

31 December
2014

20144
12H31H
RMB’000
ARBT T

167,845
3,773,200
3,063,991

3,300
18,661
46,228

390,931
49,582

7,513,738

846,936
614,464
3,570
12,961

46,357
112,359

29,769
139,758
723,909

2,530,083

564,032
119,752
129,473

1,638,031
178,549

2,629,837

(99,754)

7,413,984



Consolidated Statement of Financial Position

mE BRI R

31 December 2015 2015412H31H

31 December 31 December

2015 2014
201545 20144
128318 12H31H
Notes RMB’000 RMB’000
Bt AR¥T ARBTIT
NON-CURRENT LIABILITIES FREBEME
Interest-bearing bank and other borrowings &t B ER1TE Z & H A (&3 28 3,051,662 2,240,498
Deferred tax liabilities EEIBEE 19 949,412 716,062
Total non-current liabilities BIEREAE 4,001,074 2,956,560
Net assets FEE 5,219,842 4,457 424
EQUITY i
Equity attributable to equity holders of RAGIERFEA ARGER
the Company
Share capital &N 29 138,183 138,183
Reserves o 1 31 4,901,276 4,149,691
5,039,459 4,287,874
Non-controlling interests FEERER 180,383 169,550
Total equity oy £ 5,219,842 4,457,424
Directors: EE
Dong Shuixiao ) &
Jin Ni S’
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Year ended 31 December 2015 #Z=2015F12A318 ILFE

Share Statutory  Exchange Non-
Share premium Capital Other surplus  fluctuation Retained controlling Total
capital account reserve reserve reserve reserve profits Total interests equity

o) EE Ej
e BER  RABE  HtBE  BHEE  RBRE  REER & FERER Es
RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARMTR ARMTR ARMTR ARETR ARETR ARMTR ARETR ARETr ARETx
Notes Note 29 Notes 29831(@  Note 31(b) Note 30 Note 31(c)
Wit Moo Wioosdte MY W MEsi

At 1 January 2015 R201551A17 138,183 432538 1,281,751 5974 81,716 25261 212245 4,287,874 169,550 4,457,424
Proft for the year

QOther comprehensive income for the year:
Exchange differences on translation

- - - - - - 740,337 740,337 10,833 751,170

of foreign operations - - - - - 11,248 - 11,248 - 11,248
Total comprehensive income for the year ~ £RZANZEE - - - - - 11,248 740,337 751,585 10,833 762,418
At 31 December 2015 R2015F128318 138,183 432,533 1,281,751 5974 81,716° 236509  2,862,793° 5,039,459 180,383 5,219,842
* These reserve accounts comprise the consolidated other reserves of  * W EREBREGEMBRARAGE EMFEEAR

RMB4,901,276,000 (2014: RMB4,149,691,000) in the consolidated statement of #4,901,276,0007T (20144 : A K #4,149,691,000
financial position. JT) °
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Consolidated Statement of Changes in Equity

Year ended 31 December 2015 &, Z20156F12A31H ILFE

Share Statutory Exchange Non-
Share premium Capltal QOther suplus fluctuation Retained controling Total
capital account reserve reserve reserve reserve profits Total interests equity
fRip A i3]
i wEE  RAEE  EbEE  RREE  R9EE i o FEkER bl 4o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARETR ARETR ARETR ARETR ARETR ARETR ARETRT ARETR
Notes Note 29 Note 29831(a) ~ Note 31(p) Note 30 Note 31(c)
Hit Bioo WEORSIE)  KEsW  KEe K
At1 January 2014 R014F1/1R = = 146,615 5815 81,716 237,059 1,866,202 2,306,407 214875 2,541,282
Proft for the year EREA - = = = = - 476504 476504 (14000 462,504
Other comprehensive income for the year: ~ ERE M2 ENE:
Exchange differences on transiation BEBNERELL
of foreign operations EXZER - - - - - (11,798) - (11,798) = (11,799)
Total comprehensive income for the year ~ £RZARZEE = - - - - (11,798) 476,504 464,706 (14,000 450,706
Settlement of debts to equiy* RiEEELS 80 - 963,559 - - - - 963,639 - 963,639
Issue of shares ki 37,218 45,438 - - - - - 482,711 - 482711
Share issue expense O - (12,900 - - - - - (12,900 - (12,900
Deem contrbution by the KEARRRLE"
Controling Shareholder - - 212,402 - - - (209,250) 63,162 - 63,152
Shares capitalised standing to BRGEERL
the credit of capital reserve ™ BR{ER 100,825 - (100,825) S - - = - = -
Acquiston of non-controling interests WEknhEs - = = = = = = = (31,329) (31,329)
Eaquity-settied share option arangements i EBRER - - - 169 - - - 159 - 159
At 31 December 2014 R2014E12A31R 138,183 432,533 1,281,751 5974 81,716 205,261 2,122,456 4,087,874 169,550 4,457,424
* On 30 May 2014, the Company and its related parties signed the deed of  * R2014F5A308 A R R EBEB AT EE &

ERIEHEE ([ZRE]) ZEBREERIEHEAR
RIELRAE 7 B0 MR IR AR AR o INESETR - A A RIRES
K R f<f1deal World Investments Limited ( 782 7] #9 8
B RE KK E A [Ideal World |) K &7 %
B4 A N R1963,639,0007T * B A8 A &)i% i Mldeal

novation, assignment and set-off (the “Deed”). The Deed settled and set off the
outstanding balances of the Company with related parties. The net debts due to
and owing by the Company to Ideal World Investments Limited (a related party of
the Company, a subsidiary of Zhong An, “Ideal World”) after set-off, amounting
to approximately RMB963,639,000, were settled by the Company by allotting and

ok

issuing 1,000,000 new shares amounting to RMB80,000 credited as fully paid to
|deal World.

Deemed contribution by the Controlling Shareholder represented certain residual
interests of residential business remained in certain subsidiaries and was

contributed by the Controlling Shareholder to the Group.

On 31 May 2014, the directors were authorised to capitalise HK$126,700,000,
equivalent to RMB100,825,000, by using the exchange rate of that day, standing
to the capital reserve account of the Company, and 1,267,000,000 shares were

allotted and issued, pursuant to this resolution.

ok

Worldfig % & 2% 1771,000,0008% A BR 51 4 51 & %1 Bk 15
(&5 A AR#80,0007T) m{E T -

BAZRBRERHENRENE THBAREETER
BE TSR TR CARERRRAAEREEA-

20145658310 EXERRBEAERNEE
1 75%126,700,0007T 1 & A R #100,825,0007T * &
REARBZERRTERE - RIRERE — R %
2 %%77126,700,0008% °

FEFHTEEEEARAT —T-aF5% 109



110

Year ended 31 December 2015 #Z=2015F12A318 ILFE

Cash flows from operating activities

Profit before tax

Adjustments for:
Depreciation
Fair value gain upon transfer to
investment properties
Changes in fair value of
investment properties
Gain on disposal of items of
investment properties
Equity-settled share option expense
Share of profits and losses of
joint ventures
an associate
Gain on disposal of joint ventures
Finance costs
Interest income from a joint venture

Bank interest income

Decrease/(increase) in properties
under development

(Increase)/decrease in completed
properties held for sale

Increase in trade receivables

(Increase)/decrease in prepayments,
deposits and other receivables

Decrease/(increase) in long term
prepayments
(Increase)/decrease in inventories
Increase in restricted cash
for pre-sales proceeds
Increase in trade payables
Increase in other payables and accruals

Increase in advances from customers

Cash used in operations

Interest received
Interest paid

Income tax and land appreciation tax paid

Net cash flows used in
operating activities
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2015

20155

Notes RMB’000
HiaF AR¥T T

1,075,435

12 12,523
13 (796,581)
13 (29,414)

5 (1,409)
30 -

17 2,208
5 (125,954)
7 19,602

5 (115,633)
5 (12,583)

28,194
140,780
(514,554)
(2,360)
(43,986)

3,301
(788)

(1,323)
259,160

32,069
31,379

(68,128)
12,583

(309,751)
(18,477)

(383,773)

2014
20144
RMB’000
ARBTT

655,779

13,413
(656,784)

(33,200)

159

259
(141)

30,047

(29,769)
(2,537)

(22,774)
(1,154,534)
46,172
(3,691)
14,653

(6,429)
400

(15,440)
97,808

55,896
122,596

(865,343)
2,537

(294,993)
(65,960)

(1,213,759)



Cash flows from investing activities

Investment in a new joint venture
Interest received from a joint venture

Repayment from a joint venture
Loans to a joint venture

Proceeds from disposal of joint venture

Purchases of items of property
and equipment

Proceeds from disposal of items of

property and equipment
Increase in investment property
under construction
Repayment from/(advance to)
related companies
Proceeds from disposal of
investment properties
Increase in restricted cash
Decrease in restricted cash

Net cash flows generated from/(used in)

investing activities

Cash flows from financing activities

Proceeds from issue of shares

Share issue expenses

New interest-bearing bank and
other borrowings

Repayment of interest-bearing
bank and other borrowings

Repayment to related companies

Net cash flows (used in)/generated from

financing activities

Net increase in cash and
cash equivalents

Cash and cash equivalents
at beginning of year

Effect of foreign exchange rate
changes, net

Cash and cash equivalents
at end of year

Analysis of balances of cash and

cash equivalents
Cash and bank balances

REXBELNRERE
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Consolidated Statement of Cash Flows

GEEERER
Year ended 31 December 2015 &, Z£20156F12A31H ILFE

2015 2014

20154 20144

Notes RMB’000 RMB’000
iz ARET ARBTFIT
(800) =

145,402 =

420,931 -
(30,000) (24,970)

170,000 =
(7,203) (2,696)

962 177

(30,329) =
47,025 (43,937)

3,252 =
(95,692) (28,568)

95,879 3,415
719,427 (96,579)

- 482,522
- (40,020)

1,962,417 2,050,961
(2,081,812) (607,000)
- (77,089)

(119,395) 1,809,404

216,259 499,066

723,909 223,993

7,470 850

947,638 723,909

24 947,638 723,909
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31 December 2015 2015412 A31H

China New City Commercial Development Limited (the “Company”)
is a limited liability company incorporated as an exempted company
in the Cayman Islands on 2 July 2013 under the Companies Law
(revised) of the Cayman Islands. The registered office address of the
Company is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands.

The Company is an investment holding company. The Company
and its subsidiaries (together, the “Group”) were members of
the group of Zhong An Real Estate Limited (‘Zhong An”) and its
subsidiaries (“Zhong An Group”). Zhong An, the shares of which
have been listed on the Main Board of the Stock Exchange of Hong
Kong Limited (“Stock Exchange”) since November 2007, is the
holding company of Zhong An Group.

The Group is principally engaged in commercial property
development, leasing and hotel operations.

In the opinion of the Company’s directors (the “Directors”),
the ultimate holding company of the Company is Whole Good
Management Limited, a company incorporated in the British Virgin
Islands on 3 May 2007.

Place and date of

incorporation/ Issued ordinary/
Name of company registration and business registered share capital
EMARELERR
ARER EXBERAH BRTLE/ERRE
Zhejiang Zhong An Property PRC/Mainland China RMB2,000,000
Development Xiaoshan Co., Ltd. I 3 April 1997
MWIRZEHERUREERARY B/ HE R, AR #2,000,00070
199744 A3H
Hangzhou White Horse Property PRC/Mainland China RMB50,000,000
Development Co., Ltd. 27 June 2002
MBS EHEREERAAY /R E R AR #50,000,0007
200246 A27H
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REFHETRAEERARAA (AR
A1) R2013F7A2B EH SR IEH
SRS RTFHE (BEThR) s M 2 RS
R BB A A AR A A M EE LR
Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman
Islands °

RARRAR—HREERAT ARG RE
MELE (5E [ ~EEH]) AREEERR
AR ([RZ]) REWMBAR ([RLEE])
BB AR RE (ERMHE 82007411 A
REBBBERHAAERLE ([HRA])
ERET) RRLEERIERAA

AEBTENEHAYERE BERBEE

T

ARREE([EE])RE ARANK
BIER AT ARFERARAR (—KH
2007 F5A3HE R B R L B B A L /Y

AR o

Percentage of equity

attributable to the Company
EAREERER DL
Principal
2015 2014 activities
2015% 20145 EEEP
81% 81%  Property leasing
NEHE
90% 90%  Property development
NEHR



Name of company

ARER

Chunan Minfu Property Co., Ltd. ©

FRREREEZERAAD

Shanghai Zhong An Property Development

Co,, Ltd. @
LERZEREREERAFY

Zhejiang Huijun Real Estate Co., Ltd. @

HIEREXERRAP

Hangzhou Zhong An Highlong Commercial

Buildings Co., Ltd. ©
MNRZEREEEERARY

Hangzhou Zheng Jiang Real Estate
Development Co., Ltd.
MMETESEREERAR

Henlly Enterprise Management
(Hangzhou) Co., Ltd. @
BREEER (M) BERAR

Hangzhou Xiaoshan Zhong
An Holiday Inn Co., Ltd. ©
MNBLRZBREEEERAR

Hangzhou Dehong New Constructions
Materials Management Co., Ltd. 1"
MNEEHREENERAR O

Place and date of
incorporation/
registration and business
SRR
EXBERAH

PRC/Mainland China
24 October 2003
B/ HE R,
2003104248

PRC/Mainland China
19 January 2004
B/ HE R,
2004417198

PRC/Mainland China
1 April 2005

B/ HE R,
2005F4A18

PRC/Mainland China
20 September 2005
B/ HER,
2005%49A208

PRC/Mainland China
16 March 2006
B/ HER,
2006437168

PRC/Mainland China
4 December 2006
B/ HE R,
200612748

PRC/Mainland China
28 May 2007
B/ HE R,
200745288

PRC/Mainland China
1 February 2008
B/ HE R,
2008F2H 18

Issued ordinary/
registered share capital

BRTEE/ERRE

RMB6,000,000

AR #6,000,00070

RMB10,000,000

AR %10,000,0007

US$77,600,000

77,600,000% 7T

RMB2,000,000

AR #2,000,00070

RMB50,000,000

AR #50,000,0007

US$149,061,280

149,061,280% 7T

RMB10,000,000

AR %10,000,0007

US$29,900,000

29,900,000% 7

Notes to Financial Statements

Percentage of equity

attributable to the Company

ANAEERERD L

2015 2014
2015% 20145
100% 100%
90% 90%
99.7% 99.7%
90% 90%
92.5% 92.5%
100% 100%
90% 90%
100% 100%

B SRR M

31 December 2015 2015412H31H

Principal

activities

TEED

Property development

NEER

Property leasing

NEAE

Property development

NEER

Property management

MEER

Property development

NEER

Property development

NEER

Hotel management

BEEE

Manufacture of

construction materials

BREMMEE

TEFETEEERERAR —T-AFFR
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Notes to Financial Statements

B aR M

31 December 2015 2015412 A31H

Name of company
ARARE

Hangzhou Huihong Investment
Management Co., Ltd. @
MMERREERBERAR O

Hefei Zhong An Holiday Inn
Co., Ltd. @
AERZBABEEERAR O

Huijun Construction Materials Trading
(Hangzhou) Co., Ltd. "
EREHNEE s (M) BRARO

Hangzhou Fukai Management “

MNEALEERFRARY

Zhejiang Zhong An Commercial Investment
Management Co., Ltd.
MWIRLEEREERERAR

Hangzhou Zhong An Changhong
Investment Management Co., Ltd. ©
MMBRZREREEBERAF O

Yuyao Zhong An Time Square
Commercial Management Co., Ltd. ¥

ARBRRHRESHEEEARAF Y

Place and date of
incorporation/
registration and business
EMARILER R
EXBHRAH

PRC/Mainland China
19 February 2008
B/ HE R,
2008424198

PRC/Mainland China
18 March 2008
B/ HE R,
2008434188

PRC/Mainland China
16 July 2008
B/ HE R,
2008474168

PRC/Mainland China
2 March 2011
B/ HE R,
2011%3 /28

PRC/Mainland China
1 August 2011
B/ HE R,
201148A1H

PRC/Mainland China
26 August 2011
B/ HE R,
201148 A 26H

PRC/Mainland China
6 December 2011
B/ HE R,
2011%1286H

Yuyao Zhong An Time Square Development PRC/Mainland China

Co., Ltd. ®
RURRERREAEERAF Y

5 August 2013
HE /R E R
2013%85H

Issued ordinary/
registered share capital

BRTEE/HRRE

US$49,990,000

49,990,000% 7T

RMB350,000,000

AR #350,000,0007

US$12,000,000

12,000,000 7T

RMB500,000

AR #500,0007T

RMB10,000,000

AK%10,000,0007

RMB1,000,000

AR #1,000,0007

RMB2,000,000

AR #2,000,00070

RMB100,000,000

AR %100,000,0007
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Percentage of equity

attributable to the Company
AAAEERERD L

2015 2014
20155 2014%
100% 100%
100% 100%
100% 100%
90% 90%
90% 90%
91.2% 91.2%
90% 90%
90% 90%

Principal

activities

TEED

Investment management

Hotel management

BEEE

Material trading

NHES

Property management

MEER

Investment holding

RERR

Investment holding

RERR

Property management

MEER

Property management

MEER



Name of company

ARER

Yuyao Zhong An Time Square Property
Co,, Ltd. @
ARRZERESEXERAF P

Zhejiang Zhong An Sheng Long
Commercial Co., Ltd. ©
MIREREHEERAR

Qirui Commercial (Hangzhou) Management
Co., Ltd.
BREEEE (MM)BRAR O

Cixi Zhong An Property Co., Ltd. @

EERREEBRARY

Zhejiang Zhong An City Construction

Investment Co., Ltd. #
MIERTHMERRERRAR

Tonglu Xiaoyuanshan Wellness Investment
Development Co., Ltd.

RENRLEEREREERAR O

Hangzhou Zhong An Sheng Long
Liyumen Property Co., Ltd. “
MRz EEEEM BEERAR

Taoranshan Wellness Co., Ltd.

BALERERRAR Y

Place and date of
incorporation/
registration and business
SRR
EXBERAH

PRC/Mainland China
13 August 2013
B/ HE R,
2013%8A 138

PRC/Mainland China
9 September 2013
B/ HE R,
2013F9H9H

PRC/Mainland China
18 October 2013
B/ HE R,
2013104180

PRC/Mainland China
6 December 2013
B/ HER,
2013%12A68

PRC/Mainland China
17 December 2013
B/ HER,
2013124178

PRC/Mainland China
31 March 2014
B/ HE R,
201443A318

PRC/Mainland China
21 April 2014
B/ HE R,
2014%4A218

PRC/Mainland China
19 August 2014
B/ HE R,
201448A198

Issued ordinary/
registered share capital

BRTEE/ERRE

US$16,000,000

16,000,000 7T

RMB50,000,000

AR #50,000,0007

US$14,900,000

14,900,000% 70

RMB50,000,000

AR #50,000,0007

RMB100,000,000

A& #100,000,0007T

RMB100,000,000

A& #100,000,0007T

RMB20,000,000

AR #20,000,0007

RMB50,000,000

AR #50,000,0007

Notes to Financial Statements

Percentage of equity

attributable to the Company

ANAEERERD L

2015 2014
2015% 20145
93% 93%
90% 90%
100% 100%
90% 90%
90% 90%
76.5% 76.5%
90% 90%
90% 90%

B SRR M

31 December 2015 2015412H31H

Principal

activities

TEED

Property management

MEER

Property management

MEER

Investment holding

RERK

Property management

MEER

Investment holding

RERR

Property management

MEER

Property management

MEER

Property management

MEER

TEFETEEERERAR —T-AFFR
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Notes to Financial Statements

B aR M

31 December 2015 2015412 A31H

Percentage of equity

attributable to the Company
Place and date of AATEEREE S
incorporation/ Issued ordinary/ Principal
Name of company registration and business registered share capital 2015 2014 activities
EMARILER R
AR EB EXBERAH BRTLE/ERRE 20155 20145 FEED
Runzhou (Zhejiang) Hotel PRC/Mainland China USD2,000,000 100% 100%  Hotel Management
Management Limited 27 November 2014
BN O BEERERAAN /R E R 2,000,000% 7T BEER
2014115278
Yuyao Lubu Zhong An Small Towns PRC/Mainland China RMB100,000,000 2% 72%  Property management
Developments Co., Ltd. 11 December 2014
R E R/ MR R B/ E R, AR #100,000,00070 NEER
ERBERAR W 2014F12R11R
Hangzhou Lin'an Youyicun Homestay PRC/Mainland China RMB10,000,000 100% 100%  Hotel Management
Investment Management Co., Ltd. ! 26 December 2014
MMEZR N RERE B/ E R, AR #10,000,0007 BEEE
EEARAF 20145127268
Zhong An Tiandi Co., Ltd. () PRC/Mainland China RMB100,000,000 90% N/A" Investment management
23 March 2015
RERMERATF (a) B/ E R, AE#100,000,0007C TER REER
2015%3A23H
Zhong An Homestay Development PRC/Mainland China RMB100,000,000 100% N/A" Hotel Management
Co,, Ltd. @@ 26 October 2015
RERBEXERERAF 00 B/ E R, AR #100,000,0007C TER BEER
20156104268
Hangzhou Xixi Huijin Property PRC/Mainland China US$50,000,000 100% N/A~ Property development
Co,, Ltd. @® 18 November 2015
MMEEESBEERAR G0 B/ E R, 50,000,000 70 TER WEER
201511 A18H
Zhejiang Zhongan Movie and TV PRC/Mainland China RMB100,000,000 100% N/A" Movie and TV Culture
Culture Development Co., Ltd. @ 15 December 2015
MIRZFE UL BERERAR 00 B/ E R, AR #100,000,00070 TR FAXE
2015F12815H
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Name of company

DARER

Hangzhou Qiandao Lake

Zhongchuang Health Co., Ltd. @

MM TERREIREERARED

Huijun (International) Holdings Limited ¢

E% (EE)2RERAR O

Zhong An International Shipping

(Hong Kong) Limited

RRERME (FE)BRAR O

Pannix Industrial (HongKong) Limited ¢

EREX (FB)BRAR

Hong Kong Time Honour

Property Limited

ERRBHEBRAR

Grand Sail International Trading Limited “

ERERES (BE)BRAR O

Chaoyang International

Trading Limited
HRERES (FE)BRAR O

Place and date of
incorporation/
registration and business
SR K
EXBHRAN

PRC/Mainland China
29 December 2015
B/ HE R,
2015124298

Hong Kong

4 March 2005
e
2005F3H4B

Hong Kong

11 November 2011
e
2011118118

Hong Kong

15 September 2014
EA
201449A158

Hong Kong

15 September 2014
EA
201449A158

Hong Kong

15 September 2014
EA
201449A158

Hong Kong

15 September 2014
EA
201449A158

Notes to Financial Statements

B SRR M

31 December 2015 2015412H31H

Percentage of equity
attributable to the Company

AAAEERERD L
Issued ordinary/ Principal
registered share capital 2015 2014 activities
BRTLE/ERRE 20154 2014  EIEEH
US$30,000,000 100% N/A" Health development
30,000,000% 7 TER RBEER
HK$100,000 100% 100%  Investment holding
100,000% 7 REER
HK$780,000 99.7% 99.7%  Shipping
780,0007% 7T i
HK$10,000 100% N/A Investment holding
10,0004 7 TER  RERR
HK$10,000 100% N/A Investment holding
10,0004 70 TER  RERR
HK$100,000 100% N/A Investment holding
100,000% 70 TER  RERR
HK$100,000 100% N/A Investment holding
100,000% 70 TER  RERR

TEFETEEERERAR —T-AFFHR
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Notes to Financial Statements

B M

31 December 2015 2015412 A31H

Name of company

DRAER

Runzhou (HongKong) Hotel

Management Limited “

Bl (B%)BEERERAR O

State Smart Developments Limited

BRERAERAAY

Hui Sheng Global Limited ¢

BARKERAR O

Shengda Developments Limited

RERRBRAF O

Time Honour Global Limited ¢

BERFERAR O

First Achiever Holdings Limited

BEARBRATF @

Place and date of
incorporation/
registration and business
EMARILER R
EXBHRAH

Hong Kong

15 September 2014
&k
201449A158

British Virgin Islands
8 July 2014
REERAREE
20147 A8H

British Virgin Islands
11 July 2014
REERAREE
2014474118

British Virgin Islands
31 July 2014
REERAREE
201457318

British Virgin Islands
11 July 2014
REERAREE
2014%7A11H

British Virgin Islands
13 August 2014
REERAREE
201487130

Issued ordinary/
registered share capital

BRTEE/HRRE

HK$10,000

10,0007 7T

USS1

1%L

USS1

1%L

US§1

1%L

USS1

1%L

USS1

1%L
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Percentage of equity

attributable to the Company
AAAEERERD L

2015 2014
20155 2014%
100% N/A
N
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

Principal

activities

TEED

Investment holding

RERR

Investment holding

RERR

Investment holding

RERR

Investment holding

RERR

Investment holding

RERR

Investment holding

RERR



Name of company

ARER

Zhongjiale Tourism Co., Ltd (a)

FREMNLRER @O

Notes:

Place and date of
incorporation/
registration and business
SRR
EXBHRAN

Japan

21 December 2015
=F:N
20156124218

Issued ordinary/
registered share capital

BRTEE/ERRE

JPY5,010,000

5,010,000H 7T

N/A  Not yet incorporated/established/acquired or liquidated by the Group

(@) These subsidiaries were established by the Group in 2015.

(b) Types of legal entities:

m Wholly-foreign-owned enterprise

@ Sino-foreign equity joint venture
® Limited liability company invested by foreign invested enterprises
@ Limited liability company

Notes to Financial Statements

B SRR M

31 December 2015 2015412H31H

Percentage of equity
attributable to the Company

ARREERER DL
Principal
2015 2014 activities
2015% 2014F EEBEH
100% N/A~ Tourism Management

TER  EEER

TEA RNEBNAREMKL AL WREESRE &

@ ZE W B A R 20155 AN E B A 3

8 SNEBEDRE
2 O ERE
& IEREBREERTA
& BEREMEAR
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Notes to Financial Statements

B AR M

31 December 2015 2015412 A31H

2.1 Basis of preparation 21 FREE

These financial statements have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”), which comprise standards and interpretations
approved by the International Accounting Standards Board
(the “IASB”), and International Accounting Standards and
Standing Interpretations Committee interpretations approved
by the International Accounting Standards Committee that
remain in effect. They have been prepared under the historical
cost convention, except for investment properties which have
been measured at fair value as explained in the accounting
policies set out below. These financial statements are
presented in RMB and all values are rounded to the nearest
thousand except when otherwise indicated.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2015. A subsidiary is an entity (including
a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through
its power over the investee (i.e., existing rights that give the
Group the current ability to direct the relevant activities of the
investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the

Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@ the contractual arrangement with the other vote

holders of the investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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2.1 Basis of preparation (continued)

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

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

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 described in
the accounting policy for subsidiaries above. A change in the
ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i)
the fair value of any investment retained and (jii) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

Notes to Financial Statements

B SRR M

31 December 2015 2015412H31H
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Notes to Financial Statements

B M

31 December 2015 2015412 A31H

2.2 Changes in accounting policies and 22 EHMERHREE

disclosures

The Group has adopted the following revised standards for REB B AANE S BT TSR35 B B4

the first time for the current year’s financial statements. AT & E TR -

Amendment to IFRS 19 Defined Benefit Plans: Employee e R E108 BriEfta:

Conitributions BETR ESH

Annual Improvements to IFRSs ~ Amendments to a number of FIEGI RwR BN S R
2010-2012 Cycle IFRSs (20102201228 4) AIgaT

Annual Improvements to IFRSs ~ Amendments to a number of BB G BB EENE  SBEEGHRLE
2011-2013 Cycle IFRSs (2011E201344854) AlmEaT

The adoption of the revised IFRSs has had no significant PR ST BB B 78 SR 5 SE Bl ¥ 57 &

financial effect on these financial statements. BRI mE KIS E -

The Company has adopted the amendments to the Listing KA EE AN ANA 5 B RN E

Rules issued by the Hong Kong Stock Exchange relating BMARTSFAR AT HIRIESEANT

to the disclosure of financial information with reference to &0 (E622F ) IWEMEE R EME

the Hong Kong Companies Ordinance (Cap. 622) during FTTRRANEET - B RN EE S

the current financial year. The main impact to the financial BENBEMBRERNZINEEES

statements is on the presentation and disclosure of certain FER o

information in the financial statements.
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2.3 Issued but not yet Effective
International Financial Reporting

Standards

The Group has not applied the following new and revised

IFRSs, that have been issued but are not yet effective, in

these financial statements.

IFRS 9
Amendments to IFRS 10
and IAS 28

Amendments to IFRS 10,

IFRS 12 and IAS 28

Amendments to IFRS 11

IFRS 14
IFRS 15

IFRS 16

Amendments to IAS 1
Amendments to IAS 7
Amendments to IAS 12

Amendments to IAS 16
and IAS 38

Amendments to IAS 16
and IAS 41
Amendments to IAS 27

Annual Improvements
2012-2014 Cycle

Financial Instruments®

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

Investment Entities: Applying the
Consolidation Exception’

Accounting for Acquisitions of
Interests in Joint Operations'

Regulatory Deferral Accounts®

Revenue from Contracts with
Customers®

Leases*

Disclosure Initiative'

Disclosure Initiative®

Recognition of Deferred Tax
Assets for Unrealised Losses?

Clarification of Acceptable
Methods of Depreciation and
Amortisation’

Agriculture: Bearer Plants’

Equity Method in Separate
Financial Statements'

Amendments to a number of
IFRSs'

Notes to Financial Statements
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Notes to Financial Statements

B M

31 December 2015 2015412 A31H

2.3 Issued but not yet Effective 2.3 2 E 18 s AR A XY B BR Bt

International Financial Reporting
Standards (continued)

1 Effective for annual periods beginning on or after 1 January 2016

2 Effective for annual periods beginning on or after 1 January 2017

3 Effective for annual periods beginning on or after 1 January 2018

4 Effective for annual periods beginning on or after 1 January 2019

5 No mandatory effective date yet determined but is available for
adoption

6 Effective for an entity that first adopts IFRSs for its annual financial

statements beginning on or after 1 January 2016 and therefore is

not applicable to the Group

Further information about those IFRSs that are expected to
be applicable to the Group is as follows:

In July 2014, the IASB issued the final version of IFRS 9,
bringing together all phases of the financial instruments
project to replace IAS 39 and all previous versions of IFRS 9.
The standard introduces new requirements for classification
and measurement, impairment and hedge accounting.
The Group expects to adopt IFRS 9 from 1 January 2018.
During 2015, the Group performed a high-level assessment
of the impact of the adoption of IFRS 9. This preliminary
assessment is based on currently available information
and may be subject to changes arising from further
detailed analyses or additional reasonable and supportable
information being made available to the Group in the future.
The expected impacts arising from the adoption of IFRS 9 are
summarised as follows:
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Notes to Financial Statements

B SRR M

31 December 2015 2015412H31H

2.3 MBI R 4 R A B R Bt
BHREER (&)

2.3 Issued but not yet Effective
International Financial Reporting
Standards (continued)

The Group does not expect that the adoption of IFRS
9 will have a significant impact on the classification
and measurement of its financial assets. It expects
to continue measuring at fair value all financial
assets currently held at fair value. Equity investments
currently held as available for sale will be measured
at fair value through other comprehensive income
as the investments are intended to be held for the
foreseeable future and the Group expects to apply
the option to present fair value changes in other
comprehensive income. Gains and losses recorded in
other comprehensive income for the equity investments
cannot be recycled to profit or loss when the
investments are derecognised.

IFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through
other comprehensive income, lease receivables,
loan commitments and financial guarantee contracts
that are not accounted for at fair value through profit
or loss under IFRS 9, to be recorded based on an
expected credit loss model either on a twelve-month
basis or a lifetime basis. The Group expects to apply
the simplified approach and record lifetime expected
losses that are estimated based on the present value
of all cash shortfalls over the remaining life of all of its
trade and other receivables. The Group will perform a
more detailed analysis which considers all reasonable
and supportable information, including forward-looking
elements, for estimation of expected credit losses on
its trade and other receivables upon the adoption of
IFRS 9.
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Notes to Financial Statements

B M

31 December 2015 2015412 A31H

2.3 Issued but not yet Effective 2.3 2 E 18 s AR A XY B BR Bt

International Financial Reporting
Standards (continued)

The amendments to IFRS 10 and IAS 28 address an
inconsistency between the requirements in IFRS 10 and
in IAS 28 in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss when
the sale or contribution of assets between an investor and
its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated
investor’s interest in that associate or joint venture. The
amendments are to be applied prospectively. The previous
mandatory effective date of amendments to IFRS 10 and IAS
28 was removed and need to be determined by IASB. The
Group will quantify the effect when the final effective date is
issued.

The amendments to IFRS 11 require that an acquirer of
an interest in a joint operation in which the activity of the
joint operation constitutes a business must apply the
relevant principles for business combinations in IFRS 3.
The amendments also clarify that a previously held interest
in a joint operation is not remeasured on the acquisition of
an additional interest in the same joint operation while joint
control is retained. In addition, a scope exclusion has been
added to IFRS 11 to specify that the amendments do not
apply when the parties sharing joint control, including the
reporting entity, are under common control of the same
ultimate controlling party. The amendments apply to both
the acquisition of the initial interest in a joint operation and
the acquisition of any additional interests in the same joint
operation. The amendments are not expected to have any
impact on the financial position or performance of the Group
upon adoption on 1 January 2016.
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2.3 Issued but not yet Effective

International Financial Reporting
Standards (continued)

IFRS 15 establishes a new five-step model to account for
revenue arising from contracts with customers. Under IFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.
The principles in IFRS 15 provide a more structured approach
for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in
contract asset and liability account balances between
periods and key judgements and estimates. The standard will
supersede all current revenue recognition requirements under
IFRSs. In July 2015, the IASB issued an amendment to IFRS
15 regarding a one-year deferral of the mandatory effective
date of IFRS 15 to 1 January 2018. The Group expects to
adopt IFRS 15 on 1 January 2018 and is currently assessing
the impact of IFRS 15 upon adoption.

Amendments to IAS 1 include narrow-focus improvements
in respect of the presentation and disclosure in financial
statements. The amendments clarify:

(i) the materiality requirements in IAS 1;
(ii) that specific line items in the statement of profit or

loss and the statement of financial position may be
disaggregated;
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2.3 Issued but not yet Effective 2.3 2 E 18 s AR A XY B BR Bt

International Financial Reporting
Standards (continued)

(i) that entities have flexibility as to the order in which they
present the notes to financial statements; and

(iv)  that the share of other comprehensive income of
associates and joint ventures accounted for using the
equity method must be presented in aggregate as a
single line item, and classified between those items that
will or will not be subsequently reclassified to profit or
loss.

Furthermore, the amendments clarify the requirements
that apply when additional subtotals are presented in the
statement of financial position and the statement of profit or
loss. The Group expects to adopt the amendments from 1
January 2016. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to IAS 16 and IAS 38 clarify the principle in IAS
16 and IAS 38 that revenue reflects a pattern of economic
benefits that are generated from operating a business (of
which the asset is part) rather than the economic benefits
that are consumed through the use of the asset. As a result,
a revenue-based method cannot be used to depreciate
property, plant and equipment and may only be used in
very limited circumstances to amortise intangible assets.
The amendments are to be applied prospectively. The
amendments are not expected to have any impact on the
financial position or performance of the Group upon adoption
on 1 January 2016 as the Group has not used a revenue-
based method for the calculation of depreciation of its non-
current assets.
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2.4 Summary of significant accounting

policies

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.

The Group’s investments in joint ventures are stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting,
less any impairment losses. Adjustments are made to bring
into line any dissimilar accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of joint ventures is included in the
consolidated statement of profit or loss and consolidated
other comprehensive income, respectively. In addition, when
there has been a change recognised directly in the equity
of the joint venture, the Group recognise its share of any
changes, when applicable, in the consolidated statement
of changes in equity. Unrealised gains and losses resulting
from transactions between the Group and its joint ventures
are eliminated to the extent of the Group’s investments in
the joint ventures, except where unrealised losses provide
evidence of an impairment of the asset transferred. Goodwiill
arising from the acquisition of joint ventures is included as
part of the Group’s investments in joint ventures.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate or joint
control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control
and the fair value of the retained investment and proceeds
from disposal is recognised in profit or loss.

When an investment in a joint venture is classified as held
for sale, it is accounted for in accordance with IFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.

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

policies (continued)

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

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

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

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in profit or loss
as a gain on bargain purchase.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.
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2.4 Summary of significant accounting

policies (continued)

The Group measures its investment properties, derivative
financial instruments and equity investments at fair value at
the end of each reporting period. Fair value is the price that
would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the
measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market
for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must
be accessible by the Group. The fair value of an asset or
a liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.

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.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.
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2.4 Summary of significant accounting
policies (continued)

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 — based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

Level2 - based on valuation techniques for which the

lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.
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2.4 Summary of significant accounting

policies (continued)

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets, completed
properties held for sale, properties under development,
investment properties, and non-current assets/a disposal
group classified as held for sale), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs of disposal, and is determined
for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which
the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. 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. An impairment
loss is charged to the statement of profit or loss in the period
in which it arises, unless the asset is carried at a revalued
amount, in which case the impairment loss is accounted for
in accordance with the relevant accounting policy for that
revalued asset.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

An assessment is made at the end of each reporting
period as to whether there is any indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to the
statement of profit or loss in the period in which it arises,
unless the asset is carried at a revalued amount, in which
case the reversal of the impairment loss is accounted for
in accordance with the relevant accounting policy for that
revalued asset.

A party is considered to be related to the Group if:

(@  the party is a person or a close member of that
person’s family and that person:

(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or
@iy is a member of the key management personnel

of the Group or of a parent of the Group;

or
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2.4 Summary of significant accounting
policies (continued)

(b)

the party is an entity where any of the following

conditions applies:

(i)

(i)

(v)

(vi)

(vii)

(viil

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

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

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

the entity is controlled or jointly controlled by a
person identified in (a);

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

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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2.4 Summary of significant accounting 24 FESHBRME (F)

policies (continued)

Property and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item
of property and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Cost may
also include transfers from equity of any gains or losses on
qualifying cash flow hedges of foreign currency purchases of
property and equipment.

Expenditure incurred after items of property and equipment
have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit
or loss in the period in which it is incurred. In situations where
the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the
asset as a replacement. Where significant parts of property
and equipment are required to be replaced at intervals,
the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Valuations are performed frequently enough to ensure that
the fair value of a revalued asset does not differ materially
from its carrying amount. Changes in the values of property,
plant and equipment are dealt with as movements in the
asset revaluation reserve. If the total of this reserve is
insufficient to cover a deficit, on an individual asset basis,
the excess of the deficit is charged to the statement
of profit or loss. Any subsequent revaluation surplus is
credited to the statement of profit or loss to the extent of
the deficit previously charged. An annual transfer from the
asset revaluation reserve to retained profits is made for the
difference between the depreciation based on the revalued
carrying amount of an asset and the depreciation based on
the asset’s original cost. On disposal of a revalued asset, the
relevant portion of the asset revaluation reserve realised in
respect of previous valuations is transferred to retained profits
as a movement in reserves.
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2.4 Summary of significant accounting

policies (continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property and equipment to its
residual value over its estimated useful life. The estimated
residual values and useful lives for this purpose are as

follows:

Useful lives Residual values
Buildings 20 years 5%
Hotel properties 20 years 5%
Office equipment 5 years 5%
Motor vehicles 5 years 5%
Leasehold Over the shorter -

improvements of the lease terms

and 5 years

Where parts of an item of property and equipment have
different useful lives, the cost of that item is allocated on
a reasonable basis among the parts and each part is
depreciated separately. Residual value, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property and equipment including any significant
part initially recognised is derecognised upon disposal or
when no future economic benefits are expected from its
use or disposal. Any gain or loss on disposal or retirement
recognised in the statement of profit or loss in the year the
asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease for
a property which would otherwise meet the definition of an
investment property) held to earn rental income and/or for
capital appreciation, rather than for use in the production or
supply of goods or services or for administrative purposes;
or for sale in the ordinary course of business. Investment
properties comprise completed investment properties and
investment properties under construction. Such properties
are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are
stated at fair value, which reflects market conditions at the
end of the reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the statement of profit
or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of profit
or loss in the year of the retirement or disposal.
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2.4 Summary of significant accounting

policies (continued)

For a transfer from investment properties to owner-occupied
properties or inventories for disposal, the deemed cost
of a property for subsequent accounting is its fair value
at the date of change in use. If a property occupied by
the Group as an owner-occupied property becomes an
investment property, the Group accounts for such property
in accordance with the policy stated under “Property and
equipment and depreciation” up to the date of change in
use, and any difference at that date between the carrying
amount and the fair value of the property is accounted for
as a revaluation in accordance with the policy stated under
“Property and equipment and depreciation” above. For a
transfer from properties under development or completed
properties held for sale to investment properties, any
difference between the fair value of the property at that date
and its previous carrying amount is recognised in profit or
loss.

The Group determines whether completed properties held for
sales and properties under development would be transferred
to investment properties when, only when, there is a change
in use, evidenced by the following criteria: (a) the Group
has prepared a business plan that reflects the future rental
income generated by the property and this is supported
with evidence that there is demand for rental space; (b) the
Group can demonstrate that it has the resources, including
the necessary financing or capital, to hold and manage
an investment property; (c) The change in use is legally
permissible; (d) If the property must be further developed
for the change in use, developed has commenced and (e)
change in use is approved by the board.
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2.4 Summary of significant accounting 24 FESHBEHE (&)

policies (continued)

Properties under development are stated at the lower of
cost and net realisable value and comprise land costs,
construction costs, borrowing costs, professional fees and
other costs directly attributable to such properties incurred
during the development period.

Properties under development which are intended to be held
for sale and expected to be completed within 12 months
from the end of the reporting period are classified as current
assets.

Properties under development which are intended to be held
for sale and expected to be completed beyond 12 months
from the end of the reporting period are classified as non-
current assets.

Completed properties held for sale are stated at the lower
of cost and net realisable value. Cost is determined by
an apportionment of the total costs of land and buildings
attributable to the unsold properties. Net realisable value
takes into account the selling price, less estimated costs
to be incurred in selling the properties based on prevailing
market conditions.
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2.4 Summary of significant accounting

policies (continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included
in non-current assets, and rentals receivable under the
operating leases are credited to the statement of profit or
loss on the straight-line basis over the lease terms. Where
the Group is the lessee, rentals payable under the operating
leases are charged to the statement of profit or loss on the
straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire lease
payments are included in the cost of the land and buildings
as a finance lease in property and equipment.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss, loans and
receivables, and available-for-sale financial investments, or as
derivatives designated as hedging instruments in an effective
hedge, as appropriate. When financial assets are recognised
initially, they are measured at fair value plus transaction costs
that are attributed to the acquisition of the financial assets,
except in the case of financial assets recorded at fair value
through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on
their classification as follows:
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2.4 Summary of significant accounting

policies (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in other
income and gains in the statements of profit or loss. The loss
arising from impairment is recognised in the statement of
profit or loss in finance costs for loans and in other expenses
for receivables.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments and
debt securities. Equity investments classified as available for
sale are those which are neither classified as held for trading
nor designated as at fair value through profit or loss. Debt
securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in
response to needs for liquidity or in response to changes in
market conditions.
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2.4 Summary of significant accounting 24 FESHBEHE (&)

policies (continued)

Available-for-sale financial investments (continuead)

After initial recognition, available-for-sale financial investments
are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income
in the available-for-sale investment revaluation reserve until
the investment is derecognised, at which time the cumulative
gain or loss is recognised in the statement of profit or loss
in other income, or until the investment is determined to be
impaired, when the cumulative gain or loss is reclassified
from the available-for-sale investment revaluation reserve
to the statement of profit or loss in other gains or losses.
Interest and dividends earned whilst holding the available-
for-sale financial investments are reported as interest income
and dividend income, respectively, and are recognised in the
statement of profit or loss as other income in accordance
with the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments cannot
be reliably measured because (a) the variability in the range
of reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in
estimating fair value, such investments are stated at cost less
any impairment losses.

The Group evaluates whether the ability and intention to
sell its available-for-sale financial assets in the near term are
still appropriate. When, in rare circumstances, the Group is
unable to trade these financial assets due to inactive markets,
the Group may elect to reclassify these financial assets if
management has the ability and intention to hold the assets
for the foreseeable future or until maturity.
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2.4 Summary of significant accounting

policies (continued)

Available-for-sale financial investments (continueaq)

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been recognised
in equity is amortised to profit or loss over the remaining life of
the investment using the effective interest rate. Any difference
between the new amortised cost and the maturity amount is
also amortised over the remaining life of the asset using the
effective interest rate. If the asset is subsequently determined
to be impaired, then the amount recorded in equity is
reclassified to the statement of profit or loss.

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

° the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset, or has assumed an obligation
to pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but
has transferred control of the assets.
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained
the risk and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset,
the Group continues to recognise the transferred asset to
the extent of the Group’s continuing involvement. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group
has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.

The Group assesses at the end of each reporting period
whether there is any objective evidence that a financial asset
or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence
of impairment may include indications that a debtor or a
group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is
a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that
correlate with defaults.
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2.4 Summary of significant accounting

policies (continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually for
financial assets that are individually significant, or collectively
for financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred). The present
value of the estimated future cash flows is discounted at
the financial asset’s original effective interest rate (i.e., the
effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced either directly
or through the use of an allowance account and the amount
of the loss is recognised in the statement of profit or loss.
Interest income continues to be accrued on the reduced
carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose
of measuring the impairment loss. Loans and receivables
together with any associated allowance are written off
when there is no realistic prospect of future recovery and all
collateral has been realised or has been transferred to the
Group.
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2.4 Summary of significant accounting 24 FESHBEHE (&)

policies (continued)

Financial assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a future write-off is later
recovered, the recovery is credited to profit or loss.

Assets carried at cost

If there is objective evidence that an impairment loss has
been incurred on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably
measured, or on a derivative asset that is linked to and must
be settled by delivery of such an unquoted equity instrument,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows discounted at the current market
rate of return for a similar financial asset and recognised in
the statement of profit or loss. Impairment losses on these
assets are not reversed.
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2.4 Summary of significant accounting

policies (continued)

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and in
the case of loans and borrowings, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade and other
payables, an amount due to the ultimate holding company,
derivative financial instruments and interest-bearing loans and
borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends
on their classification as follows:
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2.4 Summary of significant accounting 24 FTESHBERME (&)

policies (continued)

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of repurchasing in the near
term. This category includes derivative financial instruments
entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by IAS 39.
Separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading are
recognised in the statement of profit or loss. The net fair value
gain or loss recognised in the statement of profit or loss does
not include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria of IAS 39 are satisfied.
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2.4 Summary of significant accounting

policies (continued)

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in the statement of profit or
loss when the liabilities are derecognised as well as through
the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the statement of profit or loss.
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2.4 Summary of significant accounting 24 FESHBEHE (&)

policies (continued)

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position
if, there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities
simultaneously.

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis.
Net realisable value is based on estimated selling prices less
any estimated costs to be incurred to completion and on
disposal.

Cost of inventories includes the transfer from equity of gains
and losses on qualifying cash flow hedges in respect of the
purchases of raw materials.

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

For the purpose of the statement of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash,
which are not restricted as to use.
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