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Financial Highlights I

2018 2019 2020 2021 2022

(RMB’000) | (RMB’000) | (RMB’000) | (RMB’000) | (RMB’000)
Total assets 94,446,071 95,599,959 | 105,550,206 | 105,109,472 | 95,030,738

Gross profit 4,183,966 5,337,361 5,344,169 2,337,152 1,726,996

Profit (Loss) attributable to owners of

the Company 728,339 873,644 977,420 (10,465,578) | (6,071,227)

Basic earnings (loss) per share (RMB cents) 12.64 15.15 16.94 (181.30) (105.17)
Revenue 13,986,133 19,081,577 21,758,844 15,750,413 9,754,013
Total liabilities 74,991,562 75,007,971 81,226,564 94,456,011 90,455,210
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No.  Award-winning Unit Award Issuing Authority
1 Fantasia- Hockney's Good Time  List of 2021 TOP10 High-Quality Lifestyle Newly-Built Communities in Chongging ~ CRIC
(Downtown Area)
2 Fantasia- Hockney's Good Time ~ Aesthetics Vogue Award — Demonstrative Landscape Award of Excellence for Life Organising Committee
Aesthetics Design Type of Aesthetics Vogue
Award
3 Fantasia- Hockney's Good Time  Shortlisted for the 2021 TOP10 Aesthetic Residences in China Real Estate Frontier
4 Fantasia-Wanghuaxi The 2nd Session of AHLA Asia Habitat Landscape Award — Real Scene Exhibition Award Landscape Weekly
of Excellence
5 Fantasia-Qianxun’s Huaguoshan  Shortlisted for the CRIC Top Ten High-end Works for the first half of 2022 CRIC
6 Chongging Fantasia-Qianxun’s  Global Design Award “2022 DNA Paris Design Awards” DNA Paris-Farmani
Huaguoshan Group

4

Fantasia Holdings Group Co., Limited

2022 Annual Report




Honours and Awards [ NG

2021 EEERETHARE 28

L F

AWARDS LIST

13-, R

| S am——

anes Ll
Py CCTTTTTTre R

7 7 8
No.  Award-winning Unit Award Issuing Authority
7 Fantasia-Lakeside International ~ 2020-2021 Guilin Real Estate Sector “Guaranteed Delivery” Properties of Excellence, Guilin Real Estate
Social Contribution Enterprise Award, 2021 Outstanding Contribution Enterprise, Association
2021 Single Property Sales Champion, Guilin Real Estate TOP10 Sales in 2021, and
other awards.
8

Kaisa-Fantasia-Guangyayuan 2021-2022 4th Session Landscape Ingenuity Award — Gold Award in Landscape Soft Landscaper
Furnishings Design”
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Dear Shareholders,

On behalf of Fantasia Holdings, I, Pan Jun, Chairman of
the Board of Fantasia Holdings Group Co., Limited, would
like to announce and review with you the Company’s annual
results for the year ended 31 December 2022 and its future
plans.

RESULTS AND DIVIDENDS

In 2022, Fantasia Holdings Group Co., Limited recorded
revenue of approximately RMB9,754 million, representing
a decrease of 38.07% from that of last year. The Group’s
net loss for the year amounted to approximately RMB5,980
million, representing a decrease of 44.83% from that of last

year.
REVIEW FOR 2022

Looking back at the broader economic landscape, the
global economy was afflicted by interest rate hikes and
faced severe challenges in 2022. Amidst severe and complex
macroeconomic environment with rising uncertainty, the
capital market fluctuated sharply, and market expectations
faltered. Private enterprises in the domestic real estate industry
bore an even heavier brunt of the blow.

On the one hand, due to the strict control policy on real
estate financing in China, it is extremely difficult for private
real estate enterprises to obtain financing. On the other
hand, affected by market expectations, the sales turnover
speed and investments of real estate enterprises continued
to decline. As such, funds could be recovered in time,
imposing unprecedented liquidity strains on the enterprises.
According to the National Bureau of Statistics, the sales
area of commodity houses in 2022 amounted to 1,358.37
million sq.m., representing a decrease of 24.3% from that
of last year, of which the sales area of residential housing
decreased by 26.8%. Sales of commodity housing amounted
to RMB13,330.8 billion, representing a decrease of 26.7%,
of which the sales of residential housing decreased by 28.3%.
The investment in real estate development in the PRC
amounted to RMB13,289.5 billion, a year-on-year decrease
of 10.0%. Frequent credit risks, low selling rates, a lack of
confidence of all parties, and other problems have affected
every stakeholder in the industry.

Chairman’s Statement | NG

Since the occurrence of the liquidity event in 2021, Fantasia
moved forward under tremendous pressure in 2022 and
demonstrated our resilience by continuously resolving
our debt issues and maintaining stable operations in the
PRC. Over the past year, our Group as a whole strived to
overcome difficulties under the current challenging business
environment and identified solutions to problems and ways
to survive and grow in the future. Regarding problems such
as losses arising from our projects and existing debts, the
Company will continue to proactively communicate with
the government and creditors and assist them to implement
initiatives advocated by the country, such as revamp of old
and dilapidated communities, and use the profit from the
additional operational revenue for debt repayment on an
ongoing basis. Despite all the challenges, the Company
will use every means and make every effort to perform our
responsibility in debt servicing through expense management
as a response to our shareholders, investors, partners and our
employees. We are determined to fulfil our responsibility to
our clients and will strive to consistently deliver houses to
property owners across the country in a timely manner, which

is our unwavering goal.




The real estate market has entered a stage of adaptation,
where the market has been gradually moving from a period of
rapid towards a period of stable growth, and there have been
significant changes in the business model and competition
landscape. Meanwhile, the market needs a time cycle for
recovery. Taking the initiative to seek changes and make
breakthroughs will be the only way for us to adapt to the
environment and achieve long-term development. We need to
find our way out of the situation and head for the future.

Investment:

The real estate market has entered a stage of adaptation,
where the market has been gradually moving from a period of
rapid towards a period of stable growth, and there have been
significant changes in the business model and competition
landscape.

8 Fantasia Holdings Group Co., Limited
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One the one hand, as the government has stressed the need
to guard against risks of the real estate market, we must place
more emphasis on risk control and strengthen resilience to
better address uncertainties of the industry. Meanwhile, we
have to adapt to the new landscape of the current real estate
market arising from the changed relationship between supply
and demand as soon as possible, make swift responses, adjust
the enterprise’s strategies in a timely manner and expedite the
development of new business direction such as participation
in the revamp of villages in urban areas as well as old and
dilapidated communities to enhance housing quality. We
will remain vigilant and make progress steadily to get hold
of opportunities that will bring revenue and growth to the
Company, so that its development will be back on track.

Finance:

The global economy is currently under unprecedented
challenges, by which companies are inevitably affected. In this
context, enterprises should focus on financial management
and maintain a sound financial position.




Above all, we will rationally plan capital structure and focus
on risk control to maintain a sound financial position and
better cope with changes in the market and policies.

Moreover, it is worth noting that enterprises should focus on
asset and liability management to maintain a balanced balance
sheet and a sound financial position. Enterprises should focus
on enhancing their asset structure and improving asset quality,
and on enhancing their liability structure and cutting their
financing costs to maintain a sound financial position.

Prospects:

In the second half of 2023, the State Council stressed that
it would implement supportive policies and measures to
facilitate the stable and sound development of the real estate
market. With the opinion on development and growth of the
private economy being given and the successive promulgation
of policies and measures including the active and steady
promotion of revamp of villages in the urban areas of super
and mega cities, extension of the periods of relevant policies
on supporting the real estate market and guidance given
to commercial banks to adjust the interest rates of existing
personal mortgages in an orderly manner in accordance with
the law, the Company has actively responded and acted swiftly
to adjust its business strategies in a timely manner, and it will
continue to mitigate risks and expedite the development of
new business such as revamp of villages in urban areas as well
as old and dilapidated communities, so that its development
will be steadily back on track.

The Company is of the view that the successive
implementation of real estate-related policies has provided a
positive environment and policy support for the recovery of
the market and the development of developers. The smooth
implementation of efforts to resolve domestic and foreign
debts has also created a sustainable, stable, sound and positive
environment for the enterprise and provided assurance for
the resumption of orderly operations, demonstrating the
confidence of all walks of life on the stable development of the
Company in the future. On the one hand, the Company will
directly address risks and resolve them, and continue to make
steady progress. On the other hand, we will also proactively
explore new business markets including urban renewal,
business management and renovation of old urban areas. We
will use a more pragmatic management model to stay on the
frontline of projects and strive to seize opportunities of the
times.

Chairman’s Statement

In conclusion, it is expected that there will be more challenges

and opportunities for the sector in the future. Enterprises
should focus on their resilience and their diversified
development capabilities, as well as on changes in the policy
environment and market trends. During this process, it is
necessary to have good risk control, as well as to maintain
patience and long-term insights to achieve investment success.

The development of Fantasia cannot be achieved without
the trust and support of shareholders, investors and business
partners, and your unremitting patience as ever. As the
Chinese economy continues to brighten, and with the
implementation of a series of policies by the government
in support of a stable industry, I believe that the Company
will be able to solve various issues in an orderly manner,
tide over difficulties, remain resilient and better embrace the
opportunities and challenges ahead!

As an enterprise with style, Fantasia is committed to becoming
a leader in providing joyful, colourful, and meaningful living
space and experience, and providing value-pursuing customers
with living space and experience with unique taste and rich
culture.

FANTASIA 9




BUSINESS REVIEW

Property Development

Contracted Sales

In 2022, with its sense of social responsibility in the aftermath of the unravelling of ensuring people’s livelihood, deliveries and
protecting employees, the Group cut costs and expenses by abolishing distribution and strengthening self-marketing internally.
Externally, the Group proactively negotiated with investors on extensions, negotiated with suppliers on payment methods, and
improved customer satisfaction and satisfaction from all parties. Despite the pressure from both delivery and sales, the Group
addressed the problems head on and communicated proactively, and achieved good results in deliveries, extensions and sales.

During the reporting period, the Group achieved total contracted sales of approximately RMB2.875 billion and contracted
sales area of 350,932 sq.m., of which approximately RMB2.617 billion was derived from contracted sales of residences with
contracted sales area of 329,309 sq.m., accounting for approximately 91.0% and 93.8% of the total contracted sales and total
contracted sales area of properties of the Group in 2022, respectively; and approximately RMB258 million was derived from
contracted sales of urban complexes with contracted sales area of 21,623 sq.m., representing approximately 9.0% and 6.2% of
the total contracted sales and total contracted sales area of properties of the Group in 2022, respectively.

Contracted sales amount and area attributable to different product categories in 2022

Jan to Dec 2022

Category (RMB million)
Residences 2,617 91.0% 329,309 93.8%
Urban Complexes 258 9.0% 21,623 6.2%
Total 2,875 100.0% 350,932 100.0%

1 O Fantasia Holdings Group Co., Limited
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Management Discussion and Analysis [

I

i

During the reporting period, contracted sales contribution to the Group was mainly derived from sales in 20 cities, including

Chengdu, Guilin, Wuhan, Nanjing, Shenzhen, Qingdao and Foshan, and also from approximately 55 projects, including
Chengdu Biyun Tianxi, Grande Valley, Guilin, Shenzhen Good Time, Beijing Mentougou, Wuhan Jin Xiu Town, Shaoxing
Spring Breeze and Chongging Hockney. The Group extended its presence across the Guangdong-Hong Kong-Macao Greater
Bay Area, Chengdu-Chongging Metropolitan Area, Central China Metropolitan Area, Yangtze River Delta Metropolitan Area
and Bohai Rim Metropolitan Area to continuously expand its vertical strategic move in each metropolitan area and focus on key

cities.

Contracted sales amount and area in each region in 2022

Year 2022

:
ategor

Guangdong-Hong Kong-Macao

Greater Bay Area 319 11.1% 16,538 4.7%

Chengdu-Chongging
Metropolitan Area 994 34.5% 165,214 48.3%
Central China Metropolitan Area 197 6.9% 22,523 9.5%

Yangtze River Delta
Metropolitan Area 877 30.5% 53,837 15.3%
Bohai Rim Metropolitan Area 488 17.0% 77,901 22.2%
Total 2,875 100% 346,813 100%

FANTASIAll
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Guangdong-Hong Kong-Macao Greater Bay Area
As one of the most open and economically dynamic regions
in China, Guangdong-Hong Kong-Macao Greater Bay
Area has an important strategic position in Chinas overall
development. In 2022, the Group made active efforts to push
forward the delivery and sales of projects in the Greater Bay
Area. During the reporting period, the Group’s Shenzhen
Good Time project in Shenzhen and Huizhou project all
commenced construction normally, with normal construction
progress, which also secured stable sales of the projects in the
local area.

During the reporting period, the Group recorded total
contracted sales of RMB319 million and total contracted sales
area of 16,538 sq.m. in Shenzhen, Huizhou and other cities
in the Guangdong-Hong Kong-Macao Greater Bay Area,
contributing approximately 11.1% and 4.8% of the total
contracted sales and total contracted sales area of properties of
the Group respectively in 2022.

Chengdu-Chongqing Metropolitan Area

As an important economic hub in Southwest China, the
Chengdu-Chongging Metropolitan Area shows its robust
market demand for real estate and is one of the earliest
important strategic markets of the Group. The Group has
become one of the most influential brand developers in
the region. In 2022, Chengdu faced pressure from both
the delivery and sales of numerous projects. The Group
made active efforts to ensure perfect delivery and customer
satisfaction through relief and sales in Chengdu.

During the reporting period, the Group recorded total
contracted sales of RMB994 million and total contracted sales
area of 165,214 sq.m. in Chengdu, Ziyang, Kunming, Guilin
and other cities in the Chengdu-Chongging Metropolitan
Area, contributing approximately 34.5% and 48.3% of
the total contracted sales and total contracted sales area of
properties of the Group respectively in 2022.

Central China Metropolitan Area

As the geographical pivot of the country, Central China
Metropolitan Area is increasingly becoming an important
force for the rise of Central China with its advantages of
convenient transportation and developed economy. The
Group proactively revived the sales volume of Wuhan Jin Xiu
Town, Wuhan Huahaoyuan and other projects and achieved
good sales, contributing capital required for the delivery of
various projects in Wuhan.




Management Discussion and Analysis [

During the reporting period, the Group recorded total contracted sales of RMB197 million and total contracted sales area of
33,323 sq.m. in cities such as Wuhan and Zhengzhou in the Central China Metropolitan Area, contributing approximately
6.9% and 9.5% of the total contracted sales and total contracted sales area of properties of the Group respectively in 2022.

Yangtze River Delta Metropolitan Area

The Yangtze River Delta Metropolitan Area is one of the most economically dynamic hubs in China. The Group has paid
close attention to the core cities with high growth potential in the region for a long time. The Group took the initiative and
maintained its sales after the unravelling, where Shanghai Rugao, Shaoxing Spring Breeze, Hangzhou Duiyuetian and other
projects continued to achieve good sales in 2022.

During the reporting period, the Group recorded total contracted sales of RMB877 million and total contracted sales area
of 53,837 sq.m. in Nanjing, Shaoxing, Shanghai, Suzhou and other cities in the Yangtze River Delta Metropolitan Area,
contributing approximately 30.5% and 15.3% of the total contracted sales and total contracted sales area of properties of the
Group respectively in 2022.

Bohai Rim Metropolitan Area

Bohai Rim Metropolitan Area is the most important economic hub in Northern China, acting as a cluster for radiating outwards
as well as serving and driving the national and regional economy, possessing great development potential. In 2022, the Group
rapidly promoted the construction and sales of projects in the region, of which Beijing Mentougou and Qingdao Biyuntian
maintained relatively stable sales.

During the reporting period, the Group recorded total contracted sales of RMB488 million and total contracted sales area of
77,901 sq.m. in Beijing, Tianjin, Qingdao and other cities in the Bohai Rim Metropolitan Area, contributing approximately
17.0% and 22.2% of the total contracted sales and total contracted sales area of properties of the Group respectively in 2022.

Completed Projects
The Group completed a total of 13 phases of projects with a total GFA of approximately 1,466,972 sq.m. during the reporting
period.

Projects Under Construction
As at 31 December 2022, the Group had a total of 26 projects or phases of projects under construction with a total GFA of
4,184,828 sq.m.

Projects held for development
The Group had a total of 15 projects or phases of projects held for development with a total GFA of 6,155,819 sq.m. on 31
December 2022.

Land Bank
As at 31 December 2022, the GFA of land bank for the Group’s projects under construction and projects held for development

amounted to approximately 10,340,647 sq.m. after deducting projects already sold.

Details of Land Bank

City Company Projects under Projects held for Aggregate GFA of
construction (sq.m.) development (sq.m.) land bank (sq.m.)
South China 777,965 706,025 1,483,990
North China 315,527 3,708,163 4,023,689
Southwest China 1,872,107 1,117,601 2,989,708
East China 633,217 310,680 943,897
Central China 586,012 313,351 899,363
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FINANCIAL REVIEW

Revenue

Revenue of the Group mainly consists of revenue derived from (i) property development, (ii) lease of investment properties, (iii)
provision of property operation, (iv) provision of hotel accommodation services, and (v) property project management and other
related services. For the year ended 31 December 2022, revenue of the Group amounted to approximately RMB9,754 million,
representing a decrease of 38.1% from approximately RMB15,750 million in 2021. Loss for the year attributable to the owners
of the Company decreased from approximately RMB10,466 million in 2021 to approximately RMBG6,071 million in 2022.

Property Development
The Company recognises revenue from property development when the customer obtains control of the completed property and
the Group has present right to payment and the collection of consideration is probable. Revenue from property development

represents proceeds from the sales of the Group’s properties held for sale. Revenue derived from property development decreased
by 34.6% to approximately RMB7,362 million in 2022 from approximately RMB11,260 million in 2021, which was due to less
area of properties completed and delivered during the year.

Chengdu Biyun Tianxi 1,574,047 72,360 21,753 = = =
Wuhan Biyuntian 1,470,202 112,466 13,072 - - -
Chengdu Yinweilai 865,801 49,238 17,584 = = =
Tianjin Jiatianxia 656,728 62,311 10,540 2,130,530 160,270 13,293
Guilin Lakeside Eden 494,712 89,949 5,500 1,618,753 261,421 6,192
Huizhou Kangcheng Siji 492,202 47,905 10,275 - - -
Chengdu Grande Valley 432,205 73,297 5,897 - - -
Tianjin HuaJun 427,700 39,670 10,781 - - -
Guilin Lakeside Eden 357,814 69,820 5,125 - - -
Chengdu Jiatianxia 57,093 8,835 6,462 785,012 65,266 9,405
Huizhou Jiatianxia 26,116 8,545 3,056 = - -
Chengdu Zhihui City 18,588 9,899 1,878 1,556,750 219,715 7,085
Suzhou Oriental Bay 10,616 4,968 2,137 = = =
Kunming Haoweilai 10,551 8,202 1,286 303,950 67,277 4,518
Tianjin Huayuan Jiayuan 10,345 896 11,546 1,114,266 93,470 11,921
Chengdu Longnian Plaza 5,806 721 8,053 456,188 51,964 8,779
Ziyang HuaJun 1,840 370 4,973 94,411 31,985 2,952
Nanjing Lishui Jiatianxia - - - 2,087,048 165,100 12,641
Chengdu Grande Valley - - - 667,401 116,698 5,719
Chengdu Xiangmendi - - - 66,846 14,088 4,745
Cixi Seasonal Mansion = - - 25,178 5,933 4,244
Chengdu Kanjinzhao - - - 23,152 17,102 1,354
Huizhou Fantasia Special Town - - - 22,910 9,803 2,337
Suzhou Oriental Bay - - - 7,728 1,506 5,131
Others 449,268 300,236
7,361,634 11,260,359
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Management Discussion and Analysis [

Property Investment

Revenue generated from property investment decreased by
33.0% to approximately RMB193 million in 2022 from
approximately RMB288 million in 2021. The decrease was
primarily due to the decline in unilateral rental as a result of

the downward trend in leasing market.

Property Operation Services

Revenue derived from property operation services decreased
by 46.3% to approximately RMB2,062 million in 2022 from
approximately RMB3,840 million in 2021, the decrease
was mainly due to the disposal of major subsidiaries which
provided property operation services in second half of 2021.

Hotel Operations

Revenue derived from hotel accommodation services increased
by 3.0% to approximately RMB118 million in 2022 from
approximately RMB114 million in 2021, hotel operations
remained stable.

Gross Profit and Gross Profit Margin

Gross profit decreased by 26.1% to approximately RMB1,727
million in 2022 from approximately RMB2,337 million in
2021, while the Group’s gross profit margin was 17.7% in
2022 as compared to a gross profit margin of 14.8% in 2021.
The increase in gross profit margin was mainly due to the
delivery of properties with lower land costs during the year.

Other Income, Gains and Losses

The Group recorded net other losses in 2022 of
approximately RMB2,744 million while in 2021 net other
gains approximately RMB739 million. The change was

mainly due to the net exchange losses of approximately

RMB2,603 million arising from the senior notes and
borrowings denominated in USD, as compared to the net

exchange gain of approximately RMB435 million in 2021.

Selling and Distribution Expenses

The Group’s selling and distribution expenses decreased by
53.0% to approximately RMB219 million in 2022 from
approximately RMB466 million in 2021, mainly due to the
decrease in advertising expenses for the property projects
under pre-sale stage.

Administrative Expenses

The Group’s administrative expenses decreased by 47.8% to
approximately RMB921 million in 2022 from approximately
RMB1,764 million in 2021. The decrease was primarily due

to the decrease in staff cost.

Finance Costs

The Group’s finance costs decreased by 21.9% to
approximately RMB2,241 million in 2022 from
approximately RMB2,870 million in 2021. The decrease in
finance costs was primarily due to the decrease in interest-
bearing liabilities.

Income Tax Expense

The Group’s income tax expense was approximately RMB445
million in 2022 as compared to income tax credit of
approximately RMB577 million in 2021. This was mainly
due to the deferred tax effect of impairment recognised for
properties for sale and expected credit loss recognised for
financial assets in 2021.




Loss Attributable to Owners of the Company

For the above changes collectively, loss attributable to owners
of the Company was approximately RMB10,466 million
in 2021 as compared to loss attributable to owners of the

Company of approximately RMB6,071 million in 2022.

Liquidity, Financial Resources and Capital
Structure

Cash Position

As at 31 December 2022, the Group’s total bank balances
and cash were approximately RMB2,684 million (2021:
approximately RMB5,206 million), representing a decrease
of 48.4% as compared to that as at 31 December 2021. The
decrease was due to the tigtened liquidity environment of the
PRC property sector since the second half of 2021. A portion
of the Group’s cash is restricted bank deposits that are mainly
restricted for use of property development.

Net Gearing Ratio

The net gearing ratio of the Group was 1,228.9% as at 31
December 2022 as compared to 493.2% as at 31 December
2021, representing an increase of 735.7 percentage points.
The net gearing ratio was measured by net debt (total
of borrowings, senior notes and bonds and asset- backed
securities issued, net of bank balances and cash and restricted/
pledged bank deposits) over total equity.

The Group’s net gearing ratio increased during the year,
mainly due to the significant decrease of total equity as a
result of loss incurred for both years. The Group will actively
address the current debt position and improve its net gearing
ratio.

Borrowings and Charges on the Group’s Assets

As at 31 December 2022, the Group had aggregate
borrowings, senior notes and bonds and asset-backed
securities issued of approximately RMB19,701 million
(31 December 2021: approximately RMB24,487 million),
approximately RMB38,958 million (31 December 2021:
approximately RMB33,007 million) and approximately
RMB255 million (31 December 2021: RMB255 million),
respectively. Amongst the borrowings, approximately
RMB14,092 million (31 December 2021: approximately
RMB13,442 million) will be repayable within one year and
approximately RMB5,609 million (31 December 2021:
approximately RMB11,045 million) will be repayable after
one year. Amongst the senior notes and bonds, approximately
RMB38,958 million (31 December 2021: approximately
RMB33,007 million) will be repayable within one year.

Fantasia Holdings Group Co., Limited
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As at 31 December 2022, a substantial part of the borrowings
was secured by land use rights, properties and bank deposits
of the Group. The senior notes were jointly and severally
guaranteed by certain subsidiaries of the Group through
pledging their shares.

Exchange Rate Risk

The Group mainly operates its business in China. Other than
the foreign currency denominated bank balances, borrowings
and lease liabilities, the Group does not have any other
material direct exposure to foreign exchange fluctuations.

Commitments
As at 31 December 2022, the Group had committed payment
for the construction of investment properties and property,

plant and equipment and equity acquisition amounting
to approximately RMB1,209 million (2021: RMB1,136

million).
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Contingent Liabilities

(a)

As at 31 December 2022, the Group had provided
guarantees amounting to approximately RMB10,415
million (2021: approximately RMB11,613 million)
in respect of mortgage facilities granted by certain
banks in connection with the mortgage loans entered
into by purchasers of the Group’s properties. Pursuant
to the terms of the guarantees, if there is default of
mortgage payments by these purchasers, the Group
is responsible to repay the outstanding mortgage
loans together with accrued interests thereon and any
penalty owed by the defaulted purchasers to banks.
The Group is then entitled to take over the legal
title of the related properties. The guarantee period
commences from the dates of grant of the relevant
mortgages loans and ends after the purchaser obtained

the individual property ownership certificate.

(b) The Group provided guarantees on several basis
covering its respective shares of outstanding
obligations under the bank borrowings incurred
by the joint ventures and associates for developing
their projects. As at 31 December 2022, the Group’s
aggregate shares of such guarantees provided in
respective of loans borrowed by these joint ventures
amounted to approximately RMB1,912 million
(2021: approximately RMB1,913 million) and
associates amounted to approximately RMB3,606
million (2021: approximately RMB3,760 million)
and guarantees to suppliers of associates amounted to
approximately RMB160 million (2021: approximately
RMB160 million).

In the opinion of the Directors, the possibility of the default
of the purchasers is remote and the fair value of guarantee
contracts is insignificant at the inception and at the end of
each reporting date.

Employees and Remuneration Policies

As at 31 December 2022, excluding the employees of
communities managed on a commission basis, the Group
had approximately 26,252 employees (31 December 2021:
approximately 32,903 employees). Total staff costs, including
the Directors’ emoluments, for the year ended 31 December
2022 amounted to approximately RMB1,578 million
(2021: approximately RMB2,644 million). Remuneration
is determined with reference to the performance, skills,
qualifications and experiences of the staff concerned and
according to the prevailing market practice. Besides salary
payments, other staff benefits include contribution to the
mandatory provident fund (for Hong Kong employees)
and state-managed retirement pension scheme (for Chinese
employees), a discretionary bonus program and a share option
scheme.

DIVIDEND

The Board does not recommend the payment of final
dividend for the year ended 31 December 2022.
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EXECUTIVE DIRECTORS

Mr. PAN Jun GEH) (“Mr. Pan”), aged 52, is the chairman
of the board (the “Board”) of directors (the “Directors’),
an executive director, the Chief Executive Officer,
chairman of the nomination committee and a member
of the remuneration committee of the Company. He is
an executive director of Colour Life Services Group Co.,
Limited (“Colour Life”), a subsidiary of the Company whose
shares are listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) (stock code: 1778). Mr. Pan
joined the Group in 1999. He is responsible for the overall
operation of the Group’s projects, formulation of the Group’s
business strategies, supervising the project planning and the
management of the Group’s operation and business. Prior
to joining the Group, Mr. Pan had successively served as
the project manager, manager of the marketing department,
manager of the valuation department and assistant to general
manager of World Union Real Estate Consultancy (Shenzhen)
Led. (T H 3t 2 RE ) (PRI A FRZAF]). Mr. Pan obtained
a Bachelor’s degree in Conservancy and Hydropower
Engineering from Chengdu University of Science and
Technology (B #BELFZ K £ (now known as Sichuan
University (F9)1] A %£2)) in 1992 and holds an EMBA degree
from Tsinghua University. Mr. Pan is also a registered property
valuer in China and a member of the Shenzhen Institution of

Real Estate Appraisers (I T A B 2 (i 2 &)

Ms. ZENG Jie, Baby (B EE) (“Ms. Zeng’), is an executive
director and a member of the nomination committee of the
Company. Ms. Zeng is one of the controlling sharcholders
and the largest shareholder of the Company.

Fantasia Holdings Group Co., Limited

2022 Annual Report

18

Mr. KE Kasheng (FIE4) (“Mr. Ke?), aged 59, is the
executive director of the Company. Mr. Ke is responsible
for the coordination and development of the investment,
financing and capital operation of Fantasia China Group.

Prior to joining the Company, Mr. Ke started his career at the
Currency Issue Department of Guangdong Branch of People’s
Bank of China in July 1984 and held various positions in
People’s Bank of China and China Banking Regulatory
Commission, including deputy chief and chief of the
Currency Issue Department of Guangdong Branch of People’s
Bank of China from June 1989 to April 1992, deputy director
of the General Office of Guangdong Branch of People’s Bank
of China from April 1992 to April 1996, director of the
Comprehensive Planning Division of Guangdong Branch of
People’s Bank Of China from April 1996 to November 1996,
president of Shantou Branch of People’s Bank of China from
November 1996 to April 2000, director of the Internal Audit
Division and vice president of Guangzhou Branch of People’s
Bank of China from April 2000 to July 2003, member of
the preparation team and deputy director of the Guangdong
Office of China Banking Regulatory Commission from
July 2003 to May 2006, and director of the Non-banking
Financial Institution Regulatory Department of China
Banking Regulatory Commission from May 2006 to October
2012, an executive director and the president of China
Huarong Asset Management Co. Ltd. from October 2012 to
September 2017.

Currently, Mr. Ke is an independent non-executive director
of COFCO Trust Co., Ltd., an independent non-executive
director of China Resources Bank of Zhuhai Co., Ltd., the
honorary chairman of the Central University of Finance
and Economics Education Foundation; president of Beijing
Shengbao Tongda Electrical Engineering Co., Ltd. (b= Bk
T EER LIZAR/AFDand director of Shanghai New
Huang Pu Industrial Group CO., LTD., whose shares are
listed on Shanghai Stock Exchange (stock code: 600638.SH)).
Mr. Ke obtained a bachelor’s degree from the Central Institute
of Finance and Economics (now known as the Central
University of Finance & Economics) in July 1984, a master’s
degree in business operation from the Aichi University of
Japan in March 1995, and obtained a EMBA degree from
Cheung Kong Graduate School of Business in September
2007.




Biographies of Directors and Senior Management [

Mr. CHEN Xinyu (P E) (“Mr. Chen”), aged 55, is the
executive director and chief financial officer of the Company.
He is primarily responsible for capital operation and planning
management, investor relations of Company and management
of the information disclosure matters.

Prior to joining the Group, Mr. Chen was the deputy general
manager of the investment relations and finance department
of Country Garden Group form March 2015 to May 2019.
Before that, Mr. Chen worked as the investment director in
China Overseas Qingyi Care Services Co., Ltd. (P e
BERBERAF, an analyst in Seagate Global Advisors
LLC., Redondon Beach and the bond portfolio manager in
Godesk LLC., Elsegando in USA. Mr. Chen was the director
of the finance department of China State Construction
Engineering Corporation Limited. Mr. Chen graduated from
Shijiazhuang Tiedao Institute and holds a masters degree
in corporate finance from Shaanxi Institute of Finance
& Economics (subsequently merged with Xi'an Jiaotong
University) and a MBA degree from the University of Illinois
in Chicago. Mr. Chen has nearly 30 years of experience in
investment, capital market and corporate financing field.

Mr. Timothy David GILDNER (“Mr. Gildner”), aged
53, is the executive director of the Company and the vice
president of the Group. He is responsible for managing the
asset management department of the Group. Mr. Gildner
has extensive knowledge and experience in finance and
management. Prior to joining the Group, he was a director of
Gottardo Advisory Limited between January 2012 and April
2022. He was also a visiting scholar at the City University
of Hong Kong between January 2017 and June 2019 for
graduate level courses in real estate investment in China
and real estate financing; and for fintech related courses
at The Hong Kong University of Science and Technology
between June 2015 and January 2017. Mr. Gildner obtained
a bachelor of art degree in Journalism from Michigan State
University, a master’s degree in international affairs and
master’s degree of business administration from Columbia
University in 2002.

NON-EXECUTIVE DIRECTOR

Mr. SU Boyu (81l F2) (“Mr. Su”), aged 46, was appointed as
the non-executive director of the Company on 27 September
2021. Mr. Su is the General Manager of TCL Technology
Industrial Park Co., Ltd, which is group companies of T.C.L.
Industries Holdings (H.K.) Limited. Mr. Su was the Assistant
General Manager and Deputy General Manager of Strategy
and Investment Management Center of TCL Technology
Group Corporation (the shares of which are listed on the
Shenzhen Stock Exchange, stock code: 000100.SZ, hereinafter
“TCL Technology”) from March 2012 to August 2016, head
of Property Operation Management of TCL Technology from
August 2016 to October 2017 and the Executive Deputy
General Manager of TCL Technology Industrial Park Co.,
Ltd from October 2017 to August 2023. Currently, he is also
the Deputy General Manager of Shenzhen TCL Real Estate
Co., Ltd since March 2017, the General Manager of TCL
Optoelectronic Tech (Shenzhen) Co., Ltd since May 2017
and the General Manager of Keshi Huishang Technology
Development (Guangdong) Co., Ltd since May 2021. TCL
Technology is a substantial sharcholder of the Company.

Prior to joining the TCL Group, Mr. Su served as the
manager of Investment Department of Vantone Innovation
Industrial Resource Investment Co., Ltd. from January 2011
to February 2012; Industrial Real Estate Manager of South
China Region of JLL from April 2008 to January 2011; South
China Logistics Manager of ZIM Logistics (China) Co., Ltd.
from December 2005 to April 2008; Director of Freight Rate
Center, Assistant General Manager at the subsidiary level and
Marketing Manager of China Shipping South China Logistics
Co., Ltd. from October 2002 to December 2005; Marketing
Officer and Marketing Manager of China Merchants Logistics
(Guangzhou) Co., Ltd. from April 2000 to October 2002.
Mr. Su obtained a master’s degree in real estate management
from University of Greenwich in 2012.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. GUO Shaomu (F8/0H0) (“Mr. Guo”), aged 57, is an
independent non-executive director of the Company. He
is also the chairman of the remuneration committee and a
member of each of the audit committee and nomination
committee of the Company. He has over 13 years of
experience in investment banking industry in Hong Kong.
From February 2000 to February 2001, Mr. Guo served as
an associate director of corporate finance of Salomon Smith
Barne, an investment bank principally engaged in providing
financial services (an investment banking arm of Citigroup
Inc.), where he was primarily responsible for supporting the
marketing and execution works of the China team. From
March 2001 to September 2005, Mr. Guo served as an
associate director of global investment banking of HSBC
Investment Banking, an investment bank principally engaged
in providing financial services, where he was primarily
responsible for the execution of China-related transactions.
From October 2005 to April 2007, Mr. Guo served as a vice
president and director of the real estate team of J.P. Morgan
Investment Banking Asia, an investment bank principally
engaged in providing financial services, where he was
primarily responsible for the marketing works covering the
real estate sector in China. From April 2007 to April 2013,
Mr. Guo served as a director and managing director of the
real estate team of Morgan Stanley Investment Banking Asia,
an investment bank principally engaged in providing financial
services, where he was one of the key members responsible
for the business in the real estate sector in the Greater China
region. Currently, Mr. Guo is an independent director of
GalaxyCore Inc., a company listed on the Shanghai Stock
Exchange (stock code: 688728). He is also an independent
non-executive director of Yida China Holdings Limited
(stock code: 3639), Ganglong China Property Group Limited
(stock code: 6968), Shanghai Heartcare Medical Technology
Corporation Limited (stock code: 6609) and Sunkwan
Properties Group Limited (stock code: 6900), all of which
are listed on the Main Board of the Stock Exchange. Mr.
Guo obtained a bachelor’s degree in electrical engineering
from Zhejiang University in July 1989, a master’s degree in
computer engineering from University of Southern California
in May 1993 and a master’s degree in business administration
from the School of Management of Yale University in May
1998.
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Mr. Kwok Chi Shing (FEBE ) (“Mr. Kwok?), aged 61,
was appointed as the independent non-executive director,
the chairman of the audit committee and a member of each
of the remuneration committee and nomination committee
of the Company on 12 November 2021. Mr. Kwok is the
chairman of LKKC CPA Limited. Currently, Mr. Kwok is also
an independent non-executive director of listed companies
including, Bonjour Holdings Limited (stock code: 653);
DTXS Silk Road Investment Holdings Company Limited
(stock code: 620); and ChemPartner PharmaTech Co Lid. (&
B ERF KA RAF) (formerly Quantum Hi-Tech
(China) Biotechnology Co., Ltd (& F =i (HH ) Y h%
AR/ E]), the shares of which are listed on the Shenzhen
Stock Exchange (stock code: 300149). During the past three
years, Mr. Kwok was an independent non-executive director
of EPS Creative Health Technology Group Limited (stock
code: 3860) from January 2017 to June 2021, Grand Ocrean
Advanced Resources Company Limited (stock code: 65)
from January 2006 to September 2020, Hang Chi Holdings
Limited (stock code: 8405) from June 2017 to August 2022,
Huakang Biomedical Holdings Limited (stock code: 8622)
from November 2018 to September 2020, all of which are
listed on the Stock Exchange.

Mr. Kwok is a certified public accountant in Hong Kong.
He obtained a degree of Master of Arts in Economics with
Accountancy from the University of Aberdeen in UK. in
July 1986. He has been a fellow member of the Hong Kong
Institute of Certified Public Accountants since January 1991
and a member of the Institute of Chartered Accountants of
Scotland since November 1989.

Mr. Ma Yu-heng (FHTH) (“Mr. Ma”), aged 53, was
appointed as the independent non-executive director, a
member of each of the audit committee, remuneration
committee and nomination committee of the Company on
3 August 2023. Mr. Ma has over 25 years of experience in
financing, banking and corporate finance. He was the chief
financial officer of China Grand Star Luxury Investment
Holdings Limited from September 2019 to May 2022. Since
September 2022, Mr. Ma has acted as the chief financial
officer of Guardforce Al Co., Ltd., a company listed on
the NASDAQ in the United States of America (stock code:
GFAI). Currently, Mr. Ma is the independent non-executive
director of China Anchu Energy Storage Group Limited
(stock code: 2399), Summi (Group) Holdings Limited
(stock code:756) and China Overseas Nuoxin International
Holdings Limited (stock code:464), all of which are
companies listed on the Main Board of the Stock Exchange.
Mr. Ma was the independent non-executive director of China
U-Ton Future Space Industrial Group Holdings Ltd. from
May 2022 to April 2023, a company formerly listed on the
Main Board of the Stock Exchange. Mr. Ma is currently a
member of CPA Australia. Mr. Ma obtained a bachelor’s
degree in business administration from Soochow University,
Taiwan (BB % K5 in June 1993 and a master’s degree
in business administration from Da-Yeh University, Chung

Hua, Taiwan (&8 K% K2 in June 1995.
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SENIOR MANAGEMENT

Mr. Xiao Jie (B %) (“Mr. Xiao”), aged 39, joined the Group
in 2021. He is currently the vice president of the Group
and is responsible for the financing activities of the Group.
Prior to joining the Group, Mr. Xiao was the vice president
of Uni-Hiku Group Co., Ltd. from 2020 to 2021 and was
responsible for the financing and treasury management.
Mr. Xiao worked in Tahoe Group Co. from 2013 to 2020.
His last position was president assistant. Mr. Xiao has 16
years of experience in property development and bank trust
experience. Mr. Xiao obtained a master’s degree in politics
and economics from Huazhong University of Science and
Technology in 2007 and a bachelor’s degree in finance from
South-China Minzu University in 2004.

Ms. Cheng Jianli (P2 ) (“Ms. Cheng”), aged 51, is
the vice president of the Group. She is responsible for the
human resources, administrative and overall management
of the urban renewal sector. Ms. Cheng joined the Group
in 2004 for the first time. She has served as various roles
in the Group during the period between 2004 and 2014
and her last position was general manager of Shanghai
division of the Group. She worked in Henderson (China)
Investment Company Limited in 2014 and 2019. Her last
position was assistant president and was responsible for the
human resources, administration and development of new
businesses. She worked in Redco Group from 2020 to 2021
where she was the vice president and was responsible for the
human resources and administration. Ms. Cheng rejoined
the Group in 2021. Ms. Cheng has 27 years of experience in
the comprehensive management in real estate industry and
human resources and administration. Ms. Cheng obtained a
bachelor’s of art degree in Chinese language and Literature
from Shaaxi Normal University in 1995.

Mr. Mao Qin CGF#))) (“Mr. Mao”), aged 44, joined the
Group in 2020. Mr. Mao is the Chief Architect of the Group,
responsible for the overall design of the Fantasias products.
Prior to joining the Group, he worked in Zoina Land-
Zhongnan Group from 2014 to 2020. His last position was
general manager of the R&D design centre. During the period
from 2013 to 2014, he served as the deputy general manager
of Wuxi Cultural Tourism City Project of Wanda Group. He
worked in Sino-Ocean Land Dalian City Company from
2009 to 2013, and his last position was the design director of
the design department. He worked in Hutchison Whampoa
from 2006 to 2009. His last position was the design manager
of the design department. Mr. Mao has 20 years of design
management experience in the real estate industry. Mr. Mao
obtained a bachelor’s degree in architecture from Tsinghua
University in 2003.

Mr. Zhu Jindong CREH) (“Mr. Zhu?), aged 42, joined
the Fantasia Group in July 2004 and served various roles
relating to project management, sales and operational
management. Mr. Zhu is currently the assistant president
of the Fantasia Group ad is responsible for the Fantasia
foundation and external public affairs. Since 2015, Mr.
Zhu has been in a managerial position within the Fantasia
Group. He has approximately 19 years of experience in the
real estate industry. Mr. Zhu obtained a Bachelor’s degree in

civil engineering from Harbin Institute of Technology in July

2003.

Mr. Shen Aimin (JLE ) (“Mr. Shen”), aged 45, joined the
Group in 2020. He is currently the assistant president of the
Group and is responsible for the operational management of
the Group and the overall property development management
of the Group’s projects in Shenzhen. Prior to joining the
Group, Mr. Shen served as the assistant general manager in
Seazen Holdings Co., Ltd. Shenzhen division from 2018
to 2020. He worked in Vanke Real Estate Co., Ltd. from
2010 to 2018. His last position was deputy general manager
of Project Management Center. He worked in China State
Construction Engineering (Hong Kong) Limited from 2001
to 2010. His last position was project manager. Mr. Shen
has 22 years of experience in property development and
construction management. Mr. Shen obtained a bachelor’s

degree in engineering management from Southeast University
in 2001.
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The Directors is pleased to present their annual report and the
audited consolidated financial statements of the Group for the
year ended 31 December 2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
activities of its principal subsidiaries are set out in note 54 to
the consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December
2022 are set out in the consolidated statement of

comprehensive income on page 49.
BUSINESS REVIEW AND PERFORMANCE

A fair review of the business of the Group and a discussion
and analysis of the Group’s performance during the year
and the material factors underlying its results and financial
position are provided in the Chairman’s Statement, Business
Review and Financial Review sections respectively from
pages 7 t0 9, 10 to 13 and 14 to 17 of this Annual Report.
The future development of the Group’s business is discussed
throughout this Annual Report including in the Chairman’s
Statement from pages 7 to 9 of this Annual Report. In
addition, more details regarding the Group’s performance by
reference to environmental and social-related key performance
indicators and policies, as well as compliance with relevant
laws and regulations which have a significant impact on the
Group, are provided in the Corporate Governance Report and
the Environmental, Social and Governance Report (the “ESG

Report”), which will be published separately.
ESG REPORT

The Group has always been committed to promoting the
sustainable development of business, the environment and
even the community. For the strategy and performance of the
Group in relation to sustainable development, please refer to

the ESG Report published separately.
DIVIDEND

The Board does not recommend a payment of dividend for
the year ended 31 December 2022.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining shareholders of the Company
who are entitled to attend and vote at the forthcoming
Annual General Meeting (AGM”) to be held on Monday,
25 September 2023, the register of members of the Company
will be closed on Tuesday, 19 September 2023 to Monday,
25 September 2023, both days inclusive. In order to qualify
for attending and voting at the AGM, all transfer documents
should be lodged for registration with Company’s Hong Kong
branch share registrar, Computershare Hong Kong Investor
Services Limited at 17M Floor, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 p.m. on
Monday, 18 September 2023.

SHARE CAPITAL

Details of change in the share capital of the Company during
the year are set out in note 40 to the consolidated financial
statements.

PROPERTY, PLANT AND EQUIPMENT

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

DISTRIBUTIVE RESERVES OF THE
COMPANY

Details of the movements in the reserves of the Company and
the Group during the year ended 31 December 2022 are set
out in note 55 to the consolidated financial statements.

The Company’s reserves available for distribution represent
the share premium, share-based payments reserve,
accumulated losses and hedging reserve. As at 31 December
2022, there was no reserve available for distribution (as at 31
December 2021: nil). Under the Companies Law, Cap 22
(Law 3 of 1961, as consolidated and revised) of the Cayman
Islands, the share premium of the Company is available for
paying distributions or dividends to shareholders subject
to provisions of its articles of association and provided
that immediately following the distribution or payment of
dividend the Company is able to pay its debt as they fall due
in the ordinary course of business.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The Directors during the year and up to the date of this report were:

Executive Directors:

Mr. Pan Jun (Chairman and Chief Executive Officer)

Ms. Zeng Jie, Baby

Mr. Ke Kasheng

Mr. Zhu Guogang (resigned on 3 August 2023)

Mr. Chen Xinyu

Mr. Timothy David Gildner (appointed on 28 June 2023)

Non-executive Directors:

Mr. Su Boyu

Independent Non-executive Directors:

Mr. Guo Shaomu

Mr. Kwok Chi Shing

Mr. Ma Yu-heng (appointed on 3 August 2023)

In accordance with Article 83 of the Articles of Association (the “Articles”), Mr. Su Boyu, Mr. Kwok Chi Shing, Mr. Timothy
David Gildner and Mr. Ma Yu-heng shall hold office to the forthcoming AGM and, being eligible, offer themselves for re-
election at the AGM. In accordance with Article 84 of the Articles, Mr. Pan Jun, Mr. Ke Kasheng and Mr. Chen Xinyu shall
retire from office by rotation. Mr. Ke Kasheng and Mr. Chen Xinyu, being eligible, will offer themselves for re-election at the
AGM. Mr. Pan Jun has indicated that he wished to retire and not to offer himself for re-election. As such, Mr. Pan Jun will
retire from office as Director with effect from the conclusion of the AGM. Following his retirement as Director, Mr. Pan Jun will
cease to be the chairman of the Board, chief executive officer, the chairman of the nomination committee and member of the
remuneration committee of the Company upon conclusion of the AGM. A circular containing (among others) the biographical
details of the Director candidates, the explanatory statement on buyback of the shares of the Company and the notice of the
AGM will be sent to shareholders of the Company.

No Director proposed for re-election at the AGM has a service contract with any member of the Group which is not

determinable by the Group within one year without payment of compensation, other than statutory compensation.
SENIOR MANAGEMENT’S EMOLUMENTS

Pursuant to code provision B.1.5, the annual remuneration of the members of the senior management (other than Directors) by
bands for the year ended 31 December 2022 is set out below:

Number of

individuals

Nil to HK$1,000,000 7
HK$1,000,001 to HK$2,000,000 7
Above HK$2,000,000 1
15

Details of the remuneration of each of the Directors for the year ended 31 December 2022 are set out in note 51(b) to the

consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITION

As at 31 December 2022, 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 of any associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO”)) of the Company, which will have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he is taken
or deemed to have under such provisions of the SFO) or which will be required, as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as contained in Appendix 10 to the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) were as follows:

(i)  Long positions in the shares and underlying shares of the Company:

Approximate

percentage of

Interest in Interest in interest in

ordinary underlying the Company as

shares of the Shares of at 31 December

Director Nature of interest Company the Company 2022
Ms. Zeng Jie, Baby Interest of controlled corporation 3,314,090,500 - 57.41%

Notes:

(1) Fantasy Pearl International Limited (“Fantasy Pearl”) is owned as to 80% by Ice Apex Limited (“Ice Apex”) and 20% by Graceful Star Overseas
Limited (“Graceful Star”). Ice Apex is wholly owned by Ms. Zeng Jie, Baby. Ms. Zeng Jie, Baby is deemed to be interested in the shares of the
Company held by Fantasy Pearl for the purpose of Part XV of the SFO.

) As at 31 December 2022, the number of issued shares of the Company was 5,772,597,864.

(i)  Long positions in the debentures of the Company:

Approximate
percentage of
the interest in
Principal the debentures

Debentures that amount of the as at 31 December

Name of Director Nature of interest are interested in debentures held 2022

Ms. Zeng Jie, Baby Interest of controlled 9.875% senior notes due 2023 US$3,000,000 0.94%
corporation issued by the Company

Interest of controlled 10.875% senior notes due 2024 US$4,000,000? 1.6%
corporation issued by the Company

Mr. Guo Shaomu Beneficial owner 7.95% senior notes due 2022 US$200,000 0.067%
issued by the Company

Notes:
1) The debentures are held by Fantasy Pearl, which is indirectly owned as to 80% by Ms. Zeng Jie, Baby.
2 These comprise: (i) US$2,000,000 held by Fantasy Pearl; and (ii) US$2,000,000 held by Baocollection Limited, a company wholly owned by

Ms. Zeng Jie, Baby.
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(iii) Long positions in associated corporations:

A.  Fantasy Pearl

Ms. Zeng Jie, Baby Interest of controlled corporation 80 Ordinary 80%
Mr. Pan Jun Interest of controlled corporation 209 Ordinary 20%
Notes:

(1) These shares are held by Ice Apex, which is wholly owned by Ms. Zeng Jie, Baby.
2) These shares are held by Graceful Star, which is wholly owned by Mr. Pan Jun.

B.  Colour Life Services Group Co., Limited (“Colour Life”)

Ms. Zeng Jie, Baby  Interest of controlled corporation "3 1,013,643,318 Ordinary 68.14%

Mr. Pan Jun Beneficial owner 1,755,440% Ordinary 0.12%

Mr. Zhu Guogang  Beneficial owner 21,0000 Ordinary 0.00%
Note:

(1) The interests are held as to 780,104,676 shares by the Company, as to 231,235,846 shares by Splendid Fortune Enterprise Limited
(“Splendid Fortune”) and as to 2,302,796 shares by Fantasy Pearl.

) The Company is owned as to 57.41% by Fantasy Pearl, which is owned as to 80% by Ice Apex and 20% by Graceful Star. Ice Apex is wholly
owned by Ms. Zeng Jie, Baby. Accordingly, Ms. Zeng Jie, Baby is deemed to be interested in the shares of Colour Life held by the Company
for the purpose of Part XV of the SFO.

3) Splendid Fortune is 67.36% owned by Delight Vision Holdings Limited and 32.64% owned by Colour Success Limited. Delight Vision
Holdings Limited is indirectly wholly- owned by Ms. Zeng Jie, Baby. Accordingly, Ms. Zeng Jie, Baby is deemed to be interested in the
shares of Colour Life held by Splendid Fortune for the purpose of Part XV of the SFO.

4) These represent share options granted by Colour Life subject to vesting schedules.

(5) These represent shares beneficially owned by Mr. Zhu Guogang.
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C.  Shenzhen Caizhiyun Network Technology Co., Ltd. (“Caizhiyun Network”)

Approximate
percentage of
interest in

the associated
corporation as

Amount of at 31 December
Director Nature of interest equity interest held 2022
Mr. Pan Jun Beneficial owner RMB7,000,000" 70%
Note:
(1) Caizhiyun Network is owned as to 70% by Mr. Pan Jun. The financial results of Caizhiyun Network have been consolidated and accounted

for as a subsidiary of Colour Life by virtue of certain structured contracts, details of which are disclosed in the section headed “History,

Reorganization and the Group Structure” in Colour Life’s prospectus dated 17 June 2014.

Save as disclosed above, as at 31 December 2022, none of the Directors and chief executive of the Company had an interest
or short position in the equity or debt securities and underlying shares of the Company or any associated corporations (within
the meaning of the SFO) which (a) were required to be notified to the Company and the Stock Exchange pursuant to Part XV

of the SFO (including the interests and short positions which the director is taken or deemed to have under such provisions of

the SFO; or (b) were required, pursuant to section 352 of the SFO, to be entered in the register referred to therein; or (c) were

required, pursuant to the Model Code to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2022, so far as the Directors are aware, the following persons (other than the Directors and the chief

executive of the Company) or institutions have interests or short positions of 5% or more in the shares or underlying shares of

the Company as recorded in the register required to be kept under section 336 of the SFO:

Approximate
percentage of
interest in our
Company as

at 31 December

Name of Shareholders Nature of interest Number of shares 2022
Fantasy Pearl Beneficial owner 3,314,090,500 (L) 57.41%
Ice Apex" Interest of controlled corporation 3,314,090,500 (L) 57.41%
TCL Industries Holdings Co., Ltd.?’ Interest of controlled corporation 1,012,740,000 (L) 17.54%

(formerly known as TCL Industrial
Holdings (Guangdong) Co., Ltd.)

(L) denotes long position
(S) denotes short position
Notes:

1) Fantasy Pearl is owned as to 80% by Ice Apex and 20% by Graceful Star. Ice Apex is deemed to be interested in the shares of the Company held by Fantasy

Pearl for the purpose of Part XV of the SFO.

(2 As at 31 December 2022, Li Rong Development Limited held 1,012,740,000 shares of the Company representing 17.54% interest in the Company. Li Rong
Development Limited is wholly owned by TCL Industries Holdings (H.K.) Limited which is in turn wholly owned by TCL Industries Holdings Co., Ltd..
TCL Industries Holdings Co., Ltd. is deemed to be interested in the shares held by Li Rong Development Limited for the purpose of Part XV of the SFO.
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Save as disclosed above, as of 31 December 2022, no other shareholder, other than directors or chief executives, of the Company

had any interests or short positions in the shares or underlying shares of the Company as recorded in the register required to be

kept under section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 27 October 2009 (the “Share Option Scheme”). Particulars of share options

outstanding under the Share Option Scheme at the beginning and at the end of the financial period for the year ended 31

December 2022 and share options granted, exercised, lapsed or cancelled under the Share Option Scheme during such period are

as follows:

The summary below sets out the details of movement of options granted as at 31 December 2022 pursuant to the Share Option

Scheme:
Number of share option
Closing price Exercisable/ ~ Cancelled/
of theshares ~ Balance as Granted exercised lapsed  Balance as at
onthedate at 1 January during during during 31 December
Name Date of grant Exercise price of grant 2022 theperiod  theperiod  the period 2022 Note
HK$ HK$
Mr. Pan Jun 16 October 2012 0.8 077 4,990,000 - - (4,990,000 -
Ms. Zeng Jie, Baby 16 October 2012 0.8 0.77 4,990,000 - - (4,990,000 -
Other employees 16 October 2012 0.8 0.77 3,190,000 - - (3,190,000 -
Total 13,170,000 - - (13,170,000) -
Notes:

1) The share options are expired on 15 October 2022.




Colour Life adopted a share option scheme on 11 June 2014 (“Colour Life Share Option Scheme). Particulars of share options

outstanding under the Colour Life Share Option Scheme at the beginning and at the end of the financial period for the year

ended 31 December 2021 and share options granted, exercised, lapsed or cancelled under the Colour Life Share Option Scheme

during such period are as follows:

Number of share options
Balance as at Granted Exercised Cancelled/ Balance as at
Exercise 1 January during during lapsed during 31 December
Name of grantee Date of grant price 2022 the Period the Period the Period 2022 Notes
HK$
Directors of Colour Life
Mt Pan Jun 29 September 2014 6.66 547,790 - - - 547,790 (1)
347,650 - - - 347,650 (2)
30 April 2015 11.00 180,000 - - - 180,000  (3)
18 March 2016 5.764 180,000 - - - 180,000  (4)
27 November 2018 411 500,000 - - - 500,000 (6)
Mr. Liu Hongeai 29 September 2014 6.66 450 - - - 450 (1)
300 - - - 30 ()
30 April 2015 11.00 168,400 - - - 168,400  (3)
18 March 2016 5.764 122,000 - - - 122,000 (4)
Mr. Xu Xinmin 29 September 2014 6.66 150,000 - - - 150,000 (1)
30 April 2015 11.00 180,000 - - - 180,000  (3)
18 March 2016 5.764 180,000 - - - 180,000  (4)
27 November 2018 411 200,000 - - - 200,000 (6)
Sub-total 2,756,590 - - - 2,756,590
Employees of the Group 29 September 2014 6.06 6,470,200 - - (1,317,550) 5,152,650 (1)
7,871,174 - - (1,310,053) 6,561,121 (2&(5)
30 April 2015 11.00 10,537,485 - - (1,044,850) 9,492,635 (3)
18 March 2016 5.764 11,463,600 - - (1,414,600) 10,049,000 (4)
27 November 2018 411 16,864,720 - - (200,000) 16,664,720 (6)
Sub-total 53,207,179 - - (5,287,053) 47,920,126
Total 55,963,769 - - (5,287,053) 50,676,716

Notes:

(1) Such share options shall be vested in three tranches in accordance with the following dates: (i) one third of which shall be vested on the date of grang; (ii) one
third of which shall be vested on the first anniversary of the date of grant, i.e. 29 September 2015; and (iii) the remaining one third of which shall be vested
on the second anniversary of the date of grant, i.e. 29 September 2016. The exercise period of these share options will expire on 28 September 2024.

) Such share options shall be vested in three tranches in accordance with the following dates: (i) one third of which shall be vested on the first anniversary of
the date of grant, i.e. 29 September 2015; (ii) one third of which shall be vested on the second anniversary of the date of grant, i.e. 29 September 2016; and
(iii) the remaining one third of which shall be vested on the third anniversary of the date of grant, i.e. 29 September 2017. The exercise period of these share
options will expire on 28 September 2024.

3) Such share options shall be vested in three tranches in accordance with the following dates: (i) one third of which shall be vested on the first anniversary of
the date of grant, i.e. 30 April 2016; (ii) one third of which shall be vested on the second anniversary of the date of grant, i.e. 30 April 2017; and (iii) the
remaining one third of which shall be vested on the third anniversary of the date of grant, i.e. 30 April 2018. The exercise period of these share options will
expire on 29 April 2025.

(4) Such share options shall be vested in three tranches in accordance with the following dates: (i) one third of which shall be vested on the first anniversary of
the date of grant, i.e. 18 March 2017; (ii) one third of which shall be vested on the second anniversary of the date of grant, i.e. 18 March 2018; and (iii) the
remaining one third of which shall be vested on the third anniversary of the date of grant, i.e. 18 March 2019. The exercise period of these share options will
expire on 17 March 2026.

) The exercise period of 150,000 share options granted to Mr. Zeng Liqing, who resigned as non-executive director of Colour Life on 21 April 2015, has been
extended at the discretion of the Board of Colour Life.

6) Such share options shall be vested in three tranches in accordance with the following dates: (i) one third of which shall be vested on the first anniversary of

the date of grant, i.e. 27 November 2019; (ii) one third of which shall be vested on the second anniversary of the date of grant, i.e. 27 November 2020; and
(iii) the remaining one third of which shall be vested on the third anniversary of the date of grant, i.e. 27 November 2021. The exercise period of these share
options will expire on 17 March 2028.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S SECURITIES

Senior Notes and Bonds

For the year ended 31 December 2022, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.

MATERIAL ACQUISITIONS AND
DISPOSALS

On 28 September 2021, Colour Life as vendor, Shenzhen
Colour Life Services Group Co., Limited (“Shenzhen Colour
Life”) as guarantor, Country Garden Property Services HK
Holdings Company Limited as purchaser (“Country Garden”)
and Link Joy Holdings Group Co., Limited (“Link Joy”)
entered into the share transfer agreement (“Share Transfer
Agreement”) in relation to the sale of the entire issued
share capital of Link Joy (“Sale Share”) at an aggregated
consideration of RMB3,300 million. Subsequently, on 28
March 2022, the parties to the Share Transfer Agreement
entered into a supplemental agreement to supplement the
terms of the Share Transfer Agreement. Please refer to the
circular of the Company dated 25 July 2023.

On 19 May 2022, #ABEEEFMEMBARAH
(Shaoxing Huamei Real Estate Development Co., Ltd.*) (the
“First Vendor”), TRIITTHETEL 50 A R A & (Shenzhen
Lianya Consulting Co., Ltd.*) (the “Second Vendor”) and F
TACRRAE 5 1 AEBR 35 AR /A ] (Shanghai Fantasia Real
Estate Development Co., Ltd.*) (the “Third Vendor”) entered
into the equity transfer agreement (“Agreement”) with FH2Z
FEE BN BEABRAF (CCCG Meilu (Hangzhou)
Real Estate Co., Ltd.*) (the “Purchaser”) under which the
First Vendor and the Second Vendor agreed to sell 51% of the
registered capital (“Sale Shares”) of FRTERN (FA L) B2
AFR/AF] (CCCG Huachuang (Shaoxing) Real Estate Co.,
Ltd.*) (“Project Company”), and the Third Vendor agreed to
assign the rights to the debt owed by the Project Company
to the Third Vendor to the Purchaser, for an aggregate
consideration of RMB760,557,004.

Report of Directors I

As the applicable percentage ratios (as defined under Rule
14.07 of the Listing Rules) in respect of the disposal of
the Project Company are more than 25% but less than
75%, the disposal of the Project Company constitutes a
major transaction for the Company and is subject to the
shareholders’ approval requirement under Chapter 14 of the
Listing Rules. As no shareholder of the Company is interested
in the transaction and is required to abstain from voting at the
shareholders’ meeting, the disposal of the Project Company
has been approved by the written approval of Fantasy Pearl
International Limited, a shareholder holding 3,314,090,500
shares in the Company, representing approximately 57.41%
of the issued share capital of the Company. Pursuant to
Rule 14.44 of the Listing Rules, the disposal of the Project
Company is exempted from convening a Shareholders’
meeting for the approval of the Disposal. Please refer to the
Company’s circular dated 25 July 2023 for details of the
disposal of the Project Company.
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SIGNIFICANT INVESTMENTS

Save as disclosed in the section headed Material Acquisitions
and Disposals, the Company had no other significant
investments held during the year under review.

BORROWINGS

Details of the borrowings of the Group are set out in note 35
of the consolidated financial statements.

DIRECTOR’S INTERESTS IN SIGNIFICANT
CONTRACTS

Save as disclosed in note 51 to the consolidated financial
statements, no significant contract, to which the Company,
its holding company, its controlling sharcholders, fellow
subsidiaries or subsidiaries was a party and in which a
Director had a material interest, whether directly or indirectly,

subsisted at the end of the year or at any time during the year.
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MANAGEMENT CONTRACT

No management contracts in force during the year for
the management and administration of the whole or any
substantial part of the Group’s business subsisted at the end of
the year or at any time during the year.

INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

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.
The Company considers all of the independent non-executive
directors meet the guidelines for assessing independence in
accordance with Rule 3.13 of the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

During the reporting period, the aggregate sales attributable to
the five largest customers of the Group accounted for less than
30% of the Group’s total sales in the year.

During the reporting period, the aggregate purchases
attributable to the five largest suppliers of the Group
accounted for less than 30% of the Group’s total purchases.

None of the Directors, their associates or any shareholders
(which to the knowledge of the Director owned more than
5% of the Company’s issued share capital) has a beneficial
interest in the Group’s five largest customers or suppliers. The
Company does not consider that the Company is in reliance
or dependent on any major customers or suppliers for its
success.




CONTINUING CONNECTED
TRANSACTION

The Company has entered into the following continuing
connected transaction during the year ended 31 December
2022:

1.  Provision of Network and Advertising
Services by Shenzhen Colour Life Network
Service Co., Ltd. (“Shenzhen Colour Life
Network Service”) to the Group
On 27 June 2018, Shenzhen Colour Life Network
Service entered into the cooperation agreement with
Shenzhen Colour Pay in respect of the e-Platform
Services, pursuant to which Shenzhen Colour Life
Network Service will through its e-platforms of
Caizhiyun (B2 2 %) and coloutlife.com allow the
users to register with the gianshenhua.com (854
1E) e-platform of Shenzhen Colour Pay to procure
products and services, including the P2P services for
the procurement of products and the Colour Easy
Loan Services, a e-finance services offered by Shenzhen
Colour Pay to customers. The cooperation agreement
has a term of two financial years ending on 31
December 2019, and subject to the annual caps of not
exceeding RMB75.0 million and RMB80.0 million for
each of the years ending 2018 and 2019 respectively.

The e-Platform Service cooperation agreement entered
into between Shenzhen Colour Life Network Service
and Shenzhen Colour Pay on 27 June 2018 expired on
31 December 2019. On 31 December 2019, Shenzhen
Colour Pay Network Technology Co., Ltd. entered into
the 2020 E-Platform Service Cooperation Agreement
with Shenzhen Colour Life Network Service, pursuant
to which Shenzhen Colour Life Network Service will
through its e-platforms of Caizhiyun (2 %)and
Colourlife.com allow the registered users of the Group’s
e-platform to register with the gianshenhua.com (#%
A4 FE) e-platform of Shenzhen Colour Pay to procure
products and services, including the P2P services for
the procurement of products and the Colour Easy
Loan Services, a e-finance services offered by Shenzhen
Colour Pay to customers. The 2020 E-Platform Service
Cooperation Agreement has a term of three years
commencing from 1 January 2020 and ending on 31
December 2022, and subject to the annual caps of not
exceeding RMB90.0 million, RMB100.0 million and
RMB110.0 million for each of the years ending 31
December 2020, 2021 and 2022 respectively.

Report of Directors I

For the year ended 31 December 2022, no amounts
were paid/payable to the Group for the e-Platform
Services (31 December 2021: nil), which was within
the annual cap of RMB110.0 million (31 December
2021: RMB100.0 million) for the same period.

Structured Contracts

Pursuant to the Catalogue of Industries for Guiding
Foreign Investment (2011 version) A ERE
EXEEHRE) (2011FE])), value-added
telecommunications service is subject to foreign
investment restriction in which a foreign investor shall
hold no more than 50% equity interest in a value-

added telecommunications services provider in the

PRC.

Internet content provision services, or ICP
services, belong to a subcategory of value-added
telecommunications services. Colour Life’s PRC
legal advisor (the “Legal Advisor”) has advised that
the community leasing, sales and other services
provided by Shenzhen Color Life Network Service
Co., Ltd. (“Shenzhen Colour Life Network Service”)
through the Colour Life website constitute value-
added telecommunications services. According to
the Administrative Rules for Foreign Investment in
Telecommunications Enterprises ({45 & E(F
DEEHIED), foreign investors shall contribute
no more than 50% of the registered capital of a value-
added telecommunications services provider and any
such foreign investor shall maintain a good track record
and possess relevant operational experience in the
value-added telecommunication services industry (the
“Qualification Requirement”).
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Based on consultations with the relevant personnel
responsible for the approval of value-added
telecommunications services at MIIT and the
Guangdong Communications Administration Bureau
(FEHEEHEEEEF), the Legal Advisor has
advised that in order to demonstrate that it has satisfied
the Qualification Requirement, a foreign investor
shall provide the competent PRC authority with
its telecommunications services business operating
license issued by the relevant authority at its place of
registration (equivalent of the ICP License issued by the
Ministry of Industry and Information Technology of
the PRC (the “MIIT”) and its financial reports of the
most recent three years. However, the MIIT did not
specify during the Legal Advisor’s consultations what
would constitute “a good track record” and “relevant
operational experience” and there are no specific written
guidelines in this regard or in respect of whether and
what type of documentation is required to establish
the requisite credentials in cases where there is no
telecommunications service business licensing regime in
the jurisdiction or country in which the foreign investor
provides the relevant telecommunication services.

As for the legality of the contractual arrangements,
the Legal Advisor, after taking reasonable actions and
steps to reach its legal conclusions including consulting
the MIIT where the representative stated that there
is no regulation enforceable or promulgated by the
MIIT which prohibits or restricts the operation of
value-added telecommunication businesses by foreign
investors through contractual arrangements such as
the Structured Contracts, are of the view that each of
the Structured Contracts individually and collectively
do not violate any of the applicable PRC laws and
regulations. Legal Advisor is also of the view that the
MIIT is the competent regulatory authority to give
such assurance and interpret the Structured Contracts.
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Based on the above-mentioned restriction under the
relevant laws and regulations of the PRC, the Colour
Life Group is not entitled to acquire the equity interest
in Shenzhen Caizhiyun Network Technology Co.,
Ltd. (“Shenzhen Caizhiyun Network”). To enable the
Colour Life Group to continue to manage and operate
the online business of Shenzhen Caizhiyun Network
and be entitled to all the economic benefits generated
from such online business of Shenzhen Caizhiyun
Network, Shenzhen Colour Life Network Service,
Shenzhen Caizhiyun Network, Mr. Pan and Mr. Tang
entered into the exclusive management and operation
agreement, the call option agreement, the shareholders’
rights entrustment agreement, the equity pledge
agreement and the power of attorney (collectively
the “Structured Contracts”) on 16 June 2014 such
that the Colour Life Group are entitled to all the
economic benefits generated from online community
leasing, sales and other services business of Shenzhen
Caizhiyun Network (the “Contractual Arrangement”).
The Structured Contracts have an initial term of 10
years which is renewable for a successive term of 10
years. Colour Life is exploring various opportunities
in building up our community leasing, sales and other
services business operations overseas for the purposes of
being qualified as early as possible, to acquire the entire
equity interest of Shenzhen Caizhiyun Network if and
when the restrictions under the relevant PRC law on
foreign ownership in value-added telecommunication
enterprises are lifted. For details of the Structured
Contracts, please refer to the section headed “History,
Reorganization and the Group Structure — The
Structured Contracts” in Colour Life’s prospectus dated

17 June 2014.




Upon signing of the Structured Contracts, Shenzhen
Caizhiyun Network was treated as a wholly-owned
subsidiary of Colour Life and the accounts of which
are consolidated with those of the Company. Given
the registered capital of Shenzhen Caizhiyun Network
is held as to 70% by Mr. Pan, being the chairman of
the Company, an executive director and a substantial
shareholder of the Company, the chairman and an
executive director of Colour Life, and as to 30% by Mr.
Tang, being a non-executive director and a substantial
shareholder of Colour Life, Mr. Pan and Mr. Tang
are therefore connected persons of the Company
for the purpose of the Listing Rules. Accordingly,
the transactions contemplated under the Structured
Contracts therefore constitute continuing connected
transactions of the Company under Chapter 14A of the
Listing Rules.

Save for the exclusive management and operation
agreement which involves the payment of a service fee
by Shenzhen Caizhiyun Network to Shenzhen Colour
Life Network Service on an annual basis, each of the
Structured Contracts does not involve payment of any
consideration.

The Structured Contracts, taken as a whole, permit the
results and financial operations of Shenzhen Caizhiyun
Network to be consolidated in the Company, through
the Colour Life Group, as if it was the Company’s
subsidiary resulting in all economic benefits of its
business flowing to the Company. Through the
appointment by Shenzhen Colour Life Network
Service of all directors and senior management of
Shenzhen Caizhiyun Network, the Directors believe
that Shenzhen Colour Life Network Service is able to
effectively supervise, manage and operate the business
operations, expansion plans, financial policies and
assets of Shenzhen Caizhiyun Network, and at the same
time, ensure due implementation of the Structured
Contracts. According to Hong Kong Financial
Reporting Standards, a subsidiary is an entity that is
controlled by another entity (known as the parent).
An investor controls an investee when it 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.
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Although the Company does not directly or indirectly
own Shenzhen Caizhiyun Network, the Structured
Contracts enable the Company, through Colour Life,
to exercise control over and receive economic benefits
generated from the business operation of Shenzhen
Caizhiyun Network and the validity and legality of
the Structured Contracts have been confirmed by
Colour Life’s People’s Republic of China (the “PRC”)
legal advisor. Colour Life Group derives economic
benefits from the online community leasing, sales
and other services provided by Shenzhen Caizhiyun
Network through the website and mobile applications
to residents in the residential communities that
Colour Life manages or provides consultancy services
to. Under such circumstances, the Directors are of
the view that it is fair and reasonable for Shenzhen
Colour Life Network Service to be entitled to all the
economic benefits generated from Shenzhen Caizhiyun
Network. The Structured Contracts also permit
Shenzhen Colour Life Network Service to exclusively
acquire all or part of the equity interest in Shenzhen
Caizhiyun Network, if and when permitted by PRC
laws and regulations. Notwithstanding the Group’s lack
of equity ownership in Shenzhen Caizhiyun Network,
the Group is able to control the business and financial
position of Shenzhen Caizhiyun Network in substance
through the Structured Contracts. As a result of the
Structured Contracts, Shenzhen Caizhiyun Network
is accounted for as the Company’s subsidiary, through
Colour Life, and its financial position and operating
results are consolidated in the Company’s consolidated
financial statements. The revenue and total asset value
subject to the Contractual Arrangements amounted to
approximately RMB8.9 million for the year ended 31
December 2022 and approximately RMB7.2 million as
of 31 December 2022, respectively.

Pursuant to the Structured Contracts, any dispute
arising from the interpretation and performance of the
Structured Contracts between the parties thereto should
first be resolved through negotiation, failing which
any party may submit the said dispute to the South
China International Economic and Trade Arbitration
Commission with a view to resolving the dispute
through arbitration in accordance with the arbitration
rules thereof.
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The Company had applied and the SEHK had granted
a waiver that the Structured Contracts are exempt from
the annual cap and independent shareholders’ approval
requirements under Rules 14A.36 and 14A.53 of the
Listing Rules.

Mr. Pan and Mr. Tang may potentially have a conflict
of interest with the Group. Both of Mr. Pan and
Mr. Tang have undertaken to Shenzhen Colour Life
Network Service that during the period when the
Contractual Arrangement remains effective, (i) unless
otherwise agreed to by Shenzhen Colour Life Network
Service in writing, the relevant shareholder would not,
directly or indirectly (either on his own account or
through any natural person or legal entity) participate,
or be interested, or engage in, acquire or hold (in
each case whether as a shareholder, partner, agent,
employee or otherwise) any business which is or may
potentially be in competition with the businesses of
Shenzhen Caizhiyun Network or any of its affiliates;
and (ii) any of his actions or omissions would not lead
to any conflict of interest between him and Shenzhen
Colour Life Network Service (including but not limited
to its shareholders). Furthermore, in the event of the
occurrence of a conflict of interests (where Shenzhen
Colour Life Network Service has the sole absolute
discretion to determine whether such conflict arises), he
agrees to take any appropriate actions as instructed by
Shenzhen Colour Life Network Service.

Furthermore, the Group conducts its business operation
in the PRC through Shenzhen Caizhiyun Network
by way of Contractual Arrangements, but certain of
the terms of the Contractual Arrangements may not
be enforceable under the PRC laws. As advised by
the Company’s PRC legal advisers, the Contractual
Arrangements were narrowly tailored to minimize
the potential conflict with relevant PRC laws and
regulations.

To ensure proper implementation of the Structured
Contracts, Colour Life also takes the following

measures:

(@) as part of the internal control measures,
major issues arising from implementation and
performance of the Structured Contracts was
reviewed by the Colour Life Board on a regular
basis which will be no less frequent than on a
quarterly basis;
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(b)  matters relating to compliance and regulatory
enquiries from governmental authorities (if any)
was discussed at such regular meetings which was
no less frequent than on a quarterly basis;

(c)  the relevant business units and operation
divisions of the Colour Life Group reported
regularly, which was no less frequent than on
a monthly basis, to the senior management of
Colour Life on the compliance and performance
conditions under the Structured Contracts and

other related matters;

(d) the compliance department of Colour Life
monitored the proper implementation and
Mr. Pan’s and Mr. Tangs compliance with the
Structured Contracts; and

(e) also, pursuant to the exclusive management
and operation agreement, the bank accounts of
Shenzhen Caizhiyun Network were operated
through its company seal and the personal seal of
a director nominated by Shenzhen Colour Life
Network Service. The company seal is currently
kept by the compliance department.

The Board confirmed that there is no material
change in the Contractual Arrangements and/or the
circumstances under which they were adopted, and its
impact on the issuer group.

The board also confirmed that there is no unwinding
of Structured Contracts or failure to unwind when
the restrictions that led to the adopted of Structured
Contracts are removed.

Pursuant to Rule 14A.55 of the Listing Rules, the
independent non-executive directors of the Company,
namely Mr. Guo Shaomu, Mr. Kwok Chi Shing
and Mr. Ma Yu-heng have reviewed the Structured
Contracts and confirmed that the Structured Contracts
have been entered into (a) in the ordinary and usual
course of business of the Group; (b) on normal
commercial terms; and (c) in accordance with the
relevant agreements governing them on terms that
are fair and reasonable and in the interests of the

Company’s shareholders as a whole.




For the purpose of Rule 14A.56 of the Listing Rules,
Prism Shanghai and Hong Kong Limited, the auditor
of the Company, has confirmed in its a letter to the
Board that nothing has come to their attention that
causes them to believe that the continuing connected
transaction abovementioned:

(i) has not been approved by the Board;

(i)  are not in accordance with the pricing policies
of the Company if the transactions involve
provision of goods and services by the Company;

(iii) have not been entered into in accordance
with the relevant agreements governing the
transactions; and

(iv)  have exceeded the respective annual caps.
RELATED PARTY TRANSACTIONS

During the year ended 31 December 2022, certain Directors
and companies controlled by certain Directors entered into
transactions with the Group which are disclosed in note 51
“Related Party Transactions” to the consolidated financial
statements of the Group. Save for those transactions disclosed
in the section headed “Continuing Connected Transaction”,
the Board confirmed that none of these related party
transactions constitutes a disclosable connected transaction as
defined under chapter 14A of the Listing Rules.

INTERESTS IN COMPETITORS

None of the Directors or chief executive of the Company or
any of their respective associates have engaged in any business
that competes or may compete with the business of the Group
or have any other conflict of interests with the Group.

EMOLUMENT POLICY

The Group’s emolument policy is designed to attract, retain
and motivate talented individuals to contribute to the success
of the business. The emolument policy of the employees of
the Group is formulated and reviewed by the Remuneration
Committee on the basis of their merit, qualifications and

competence.

The emoluments of the Directors are decided by the
Remuneration Committee, having regards to the Group’s
operating results, individual performance and comparable
market statistics.
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The Group operates a Mandatory Provident Fund Scheme
(“MPF Scheme”) under rules and regulations of MPF
Schemes Ordinance for all its employees in Hong Kong. All
the employees of the Group in Hong Kong are required to
join the MPF Scheme. Contributions are made based on
a percentage of the employees salaries and are charged to
consolidated income statement as they become payable in
accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the
Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme. No forfeited contribution
is available to reduce the contribution payable in the future
years as of 31 December 2022.

The Group’s subsidiaries in the PRC, in compliance with the
applicable regulations of the PRC, participated in a state-
managed retirement benefits scheme operated by the local
government. The subsidiaries are required to contribute a
specific percentage of their payroll costs to the retirement
benefits schemes. The only obligation of the Group with
respect to the retirement benefits scheme is to make the
specified contributions. During the reporting period, the
total amounts contributed by the Group to the schemes and
costs charged to the consolidated income statement represent
contribution payable to the schemes by the Group at rates
specified in the rules of the schemes.

DIVIDEND POLICY

The Company has approved and adopted a dividend policy
(the “Dividend Policy”).

According to the Dividend Policy, the Company intends to
declare dividends to shareholders every year and may declare
special dividends from time to time. In deciding whether to
propose a dividend and in determining the dividend amount,
the Board shall take into account the Group’s distributable
profits generated during the year, the financial situation, the
liquidity of cash flow, the investment needs and the retained
profits for future development. While sharing the profit with
shareholders, the Company shall also maintain sufficient
reserves to ensure the implementation of the Group’s strategy
for development. The payment of dividend is also subject to
any restrictions under the laws of Cayman Islands, the laws of
Hong Kong and the articles of association of the Company.
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PRE-EMPTIVE RIGHTS

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

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report

contained in this annual report.

COMPLIANCE WITH LAWS AND
REGULATIONS

Compliance procedures are in place to ensure adherence to
applicable laws, rules and regulations in particular, those have
significant impact on the Group, such as the Listing Rules and
the Revised Hong Kong Financial Reporting Standards. The
audit committee of the Company is delegated by the Board
to monitor the Group’s policies and practices on compliance
with legal and regulatory requirements and such policies
are regularly reviewed. Any changes in the applicable laws,
rules and regulations are brought to the attention of relevant
employees and relevant operation units from time to time.

As far as the Company is aware, it has complied in material
respects with the relevant laws and regulations that have
a significant impact on the business and operation of the
Company.

PUBLIC FLOAT

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

FIVE YEAR’S FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five fiscal years is set out on page 3 of this
annual report.
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SIGNIFICANT EVENT AFTER THE
REPORTING PERIOD

Please refer to the section headed “Significant Event After
the Reporting Period” in the Company’s 2021 annual report
published on the same date as this report.

AUDITOR

On 11 July 2022, Deloitte Touche Tohmatsu resigned as
auditor of the Company. With effect from 22 July 2022,
Prism Hong Kong and Shanghai Limited (previously known
as UniTax Prism (HK) CPA Limited) has been appointed as
the new auditor of the Company to fill the casual vacancy
arising from the resignation of Deloitte Touche Tohmatsu.

The consolidated financial statements for the year ended 31
December 2022 have been audited by Prism Hong Kong and
Shanghai Limited. A resolution for the re-appointment of
Prism Hong Kong and Shanghai Limited as the Company’s
auditor will be proposed at the forthcoming AGM of the
Company.

Save as disclosed above, there has been no other change of
auditors for the preceding three years.

For and on behalf of the Board
Pan Jun
Chairman

Hong Kong, 10 August 2023
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Fantasia Holdings Group Co., Limited (the “Company”,
together with its subsidiaries, the “Group”) is committed
to maintain high standards of corporate governance with
a view to assuring the conduct of the management of the
Company as well as protecting and enhancing the value
of the shareholders of the Company (“Shareholders”). The
board (the “Board”) of directors of the Company (the
“Directors’, each a “Director) recognise the importance of
the shareholder’s transparency and accountability and believe
that the benefits of Shareholders can be maximized from good
corporate governance.

The Company has adopted and complied with all applicable
code provisions of the Corporate Governance Code (the “CG
Code”) as set out in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”) during
the year ended 31 December 2022 with the exception of the
below.

Under then code provision A.2.1 of the CG Code, the roles
of chairman and chief executive officer shall be separated
and shall not be performed by the same individual. Mr.
Pan Jun currently holds both positions. Throughout the

business history, Mr. Pan has held the key leadership
position of the Group and has been deeply involved in the
formulation of corporate strategies and management of
business and operations of the Group. Taking into account
the consistent leadership within the Group and in order to
enable more effective and efficient overall strategic planning
and continuation of the implementation of such plans, the
Directors (including independent non-executive Directors
(the “INEDs”)) consider that Mr. Pan is the best candidate for
both positions and the present arrangements are beneficial and
in the interests of the Group and the Shareholders as a whole.

Reference is made to the announcement of the Company
dated 12 November 2021 in relation to, among others, the
non-compliance with certain requirements under Chapter
3 of the Listing Rules in relation to the composition of the
board of directors of the Company. For the year ended 31
December 2021, the Company did not comply with Rules
3.10(1), 3.10A, 3.21 and 3.27A of the Listing Rules. The

relevant rules was re-compiled on 3 August 2023.
Save as disclosed above, the Company has complied with all

code provisions set out in the CG Code for the year ended 31
December 2022.
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SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as contained in Appendix 10 to the Listing Rules as
its own code of conduct governing the securities transactions
by the Directors. Following a specific enquiry made by
the Company on each of the Directors, all Directors have
confirmed that they had complied with the Model Code
during the year ended 31 December 2022.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

During the year ended 31 December 2022, save as disclosed,
none of the Directors nor their respective associates (as
defined in the Listing Rules) had any interest in a business
that competed or might compete with the business of the
Group.

THE BOARD

Responsibilities

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

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

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

Composition

The Board currently comprises of five executive directors,
being Mr. Pan Jun (Chairman), Ms. Zeng Jie, Baby, Mr. Ke
Kasheng, Mr. Chen Xinyu and Mr. Timothy David Gildner,
one non-executive director, being Mr. Su Boyu and three
independent non-executive directors, being Mr. Guo Shaomu,
Mr. Kwok Chi Shing and Mr. Ma Yu-heng. Biographical

details of each Director are set out on pages 18 to 20.

The Board members have no financial, business, family or
other material/relevant relationships with each other. Such
balanced board composition is formed to ensure strong
independence exists across the Board.

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




Board meetings and annual general meeting

The Board meets on a regular basis and five board meetings
and one annual general meeting were held during the year
ended 31 December 2022. The individual attendance record
is as follows:

No. of Board
meetings
attended/
No. of Board
Directors meetings held AGM
Executive Directors
Mr. Pan Jun 1/5 N/A
Ms. Zeng Jie, Baby 515 N/A
Mr. Ke Kasheng 5/5 N/A
M. Chen Xinyu 5/5 N/A
Mr. Zhu Guogang 55 N/A
Non-executive Director
Mr. Su Boyu 5/5 N/A
Independent Non-executive Directors
Mr. Guo Shaomu 5/5 N/A
Mr. Kwok Chi Shing 5/5 N/A

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

Minutes of board meetings and meetings of other committees
are kept by the Company Secretary and are open for

inspection by Directors.
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Appointment and re-election of Directors

All executive Directors have entered into service contracts
with the Company for a specific term of three years whilst
all non-executive Directors (including independent non-
executive Directors) have entered into letters of appointment
with the Company for a specific term of three years. One-
third of the Directors are subject to retirement from office by
rotation and re-election at the annual general meeting once
every three years in accordance with the Company’s Articles of
Association (the “Articles”). The Directors to retire by rotation
shall include any Director who wishes to retire and not to
offer himself for re-election and those of the other Directors
who have been longest in office since their election or re-
election. A retiring Director is eligible for re-election.

Any Director appointed by the Board to fill a casual vacancy
shall hold office until the first general meeting of members
after his appointment and be subject to re-election at such
meeting and any Director appointed by the Board as an
addition to the existing Board shall hold office until the
next following annual general meeting and be eligible for re-
election. Any Director appointed pursuant to the aforesaid
Article shall not be taken into account in determining which
particular Directors or the number of Directors who are to
retire by rotation.

Internal control

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




Directors” Training and professional development

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

development seminar for Directors.

During the year ended 31 December 2022, all Directors were
provided with monthly newsletter on the Group’s business,
operations and financial matters as well as updates, if any,
on applicable legal and regulatory and market changes to
facilitate the discharge of their responsibilities. The Company
had also regularly circulated reading materials on the
amendments to or updates on the relevant laws, rules and
regulations to all Directors as part of their training materials
in the continuous professional development plan of the
Company and the Company confirmed that all Directors read
the training materials. Continuing briefings and professional
development for directors will be arranged whenever

necessary.

All Directors had provided the Company Secretary with their
training records for the year ended 31 December 2022.

Indemnification of Directors and officers

The Company has arranged appropriate insurance coverage
on directors’ and officers’ liabilities in respect of legal actions
against Directors and senior management arising out of

corporate activities.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The chairman and chief executive officer of the Company
is Mr. Pan Jun. The reasons for the two roles are being
performed by the same individual are set out on page 37 of
this report.

BOARD COMMITTEES

To enhance the effectiveness of the management of the
Company, the Board has established three committees, namely
the audit committee, the nomination committee and the
remuneration committee to monitor corresponding aspects
of the Company’s affairs. The composition and the roles and
functions of each committee are summarised as follows:

Audit Committee

The Company has established the audit committee (the
“Audit Committee”) in compliance with the Listing Rules to
fulfill the functions of reviewing and monitoring the financial
reporting and internal control of the Company. In order to
comply with the Corporate Governance Code, the Board
adopted a revised terms of reference of the Audit Committee
on 22 December 2015 and 27 March 2019. The revised terms
of reference of the Audit Committee are available on the
websites of the Company and the Stock Exchange.

The annual results and the half-yearly results of the Company
have been reviewed by the Audit Committee.

Under its terms of reference, the Audit Committee is
required, amongst other things, to oversee the relationship
with the external auditors, to review the Group’s interim and
annual results, to review the scope, extent and effectiveness
of the system of internal control of the Group, to review
accounting policies and practices adopted by the Group, to
engage independent legal or other advisers as it determines
is necessary and to perform investigations. The terms of
reference of the Audit Committee, which described its

authority and duties, are available on the Company’s website.
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The Audit Committee currently comprises three independent
non-executive Directors, namely Mr. Guo Shaomu, Mr. Kwok
Chi Shing and Mr. Ma Yu-heng with Mr. Kwok Chi Shing
being the chairman of the Audit Committee. During the year
ended 31 December 2022, the Audit Committee held four
meetings. The individual attendance record is as follows:

No. of meetings attended/

Directors No. of meetings held
Mr. Guo Shaomu 4/4
Mr. Kwok Chi Shing

(Committee chairman) 4/4

The major roles and functions of the Audit Committee are to
review and monitor the financial reporting, risk management
and internal control systems of the Company, and assist the
Board to fulfill its responsibility over the audit.

The Audit Committee also performs the Company’s corporate
governance functions including:

(@) to develop and review the Company’s policies and
practices on corporate governance;

o review and monitor the training and continuous

b) ¢ d tor the t g and t
professional development of the Directors and senior
management;

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

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

() to review the Company’s compliance with the
Corporate Governance Code and disclosures in this
corporate governance report.

During the reporting period, the Audit Committee had
(among others) reviewed and recommended the change of
external auditors of the Company.
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Remuneration Committee

The Company has established the remuneration committee
(the “Remuneration Committee”) in compliance with
the Listing Rules. In order to comply with the Corporate
Governance Code, the Board adopted a revised terms of
reference of the Remuneration Committee on 12 March
2012. The revised terms of reference of the Remuneration
Committee are available on the websites of the Company and
the Stock Exchange.

The Remuneration Committee currently comprises one
executive Director, Mr. Pan Jun, and three independent
non-executive Directors, Mr. Guo Shaomu, Mr. Kwok Chi
Shing and Mr. Ma Yu-heng with Mr. Guo Shaomu being the
chairman of the Remuneration Committee. During the year
ended 31 December 2022, the Remuneration Committee
held one meeting. The individual attendance record is as

follows:
No. of meetings attended/
Directors No. of meetings held
Mr. Guo Shaomu
(Committee chairman) 1/1
Mr. Pan Jun 1/1
Mr. Kwok Chi Shing 1/1

The Remuneration Committee is responsible for advising
the Board on the remuneration policy and framework of
the Directors and senior management member(s), as well as
reviewing and determining the remuneration of all executive
directors and senior management member(s) with reference to
the Company’s objectives from time to time.

During the year ended 31 December 2022, the Remuneration
Committee reviewed, and determined the remuneration
package of the Directors and senior management. The
remuneration policy of the Group and details of the
remuneration of the Directors are set out in the section
headed “Emolument policy of the Report of the Directors”
and note 51 to the financial statements.

Nomination Committee

The Company has established the nomination committee (the
“Nomination Committee”) in compliance with the Listing
Rules to fulfill the functions of reviewing the structure of
and nominating suitable candidates to the Board. In order
to comply with the Corporate Governance Code, the Board
adopted a revised terms of reference of the Nomination
Committee on 30 August 2013 and 27 March 2019. The
revised terms of reference of the Nomination Committee
are available on the websites of the Company and the Stock
Exchange.
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The Nomination Committee currently comprises two
executive Directors, namely Mr. Pan Jun and Ms. Zeng
Jie, Baby and three independent non-executive Directors,
namely Mr. Guo Shaomu, Mr. Kwok Chi Shing and Mr. Ma
Yu-heng with Mr. Pan Jun as the chairman of the committee.
During the year ended 31 December 2022, the Nomination
Committee held one meeting. The individual attendance
record is as follows:

No. of meetings attended/

Directors No. of meetings held
Mr. Pan Jun

(Committee chairman) 1/1

Ms. Zeng Jie, Baby 1/1

Mr. Guo Shaomu 1/1

Mr. Kwok Chi Shing 1/1

The Nomination Committee shall perform the following
duties:

(a) ensure that the Board and its committees consist
of directors with the appropriate balance of skills,
diversity and knowledge of the Company to enable it to
discharge its duties effectively;

(b)  assist the Board in succession planning for the Board
and senior management;

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

(d) draw up, review and update, as appropriate, the
diversity policy for the Board’s approval having due
regard to the requirements of the Listing Rules, review
and update the objectives that the Board has set for
implementing such policy;

(e)  develop, review and implement, as appropriate, the
policy, criteria and procedures for the identification,
selection and nomination of candidates for Directors
for the Board’s approval. Such criteria include but are
not limited to the potential contributions a candidate
can bring to the Board in terms of qualifications, skills,
experience, independence and gender diversity;

Fantasia Holdings Group Co., Limited

2022 Annual Report

42

)

(g)

(h)

()

(k)

identify individuals who are suitably qualified
to become Board members and select or make
recommendations to the Board on the selection of
individuals nominated for directorships;

assess the independence of independent non-executive

Directors to determine their eligibility;

make recommendations to the Board on the
appointment or re-appointment of Directors
and succession planning for Directors and senior
management, in particular the chairman and the chief
executive officer, taking into account all factors which
the Nomination Committee considers appropriate
including the challenges and opportunities facing the
Group and skills and expertise required in the future
and ensure that senior management succession planning
is discussed at the Board at least once annually;

keep under review the leadership needs and leadership
training and development programmes of the Group,
with a view to ensuring the continued ability of the
Group to function effectively and compete in the

market;

evaluate the needs for, and monitor the training and

development of, directors;

develop the procedures for the performance evaluation
of the Board committees:

(i) review and assess the skills, knowledge and
experience required to serve on various Board
committees, and make recommendations on the
appointment of members of Board committees
and the chairman of each committee;

(ii) recommend candidates to the Board to fill
vacancies or new positions on the Board
committees as necessary or desirable;

(iii) review the feedback in respect of the role and
effectiveness of the Board committees arising
from the evaluation of the Board and/or any
Board committees and make recommendations

for any changes;




)

(m)

(n)

(0)

(p)

(q)

develop the criteria for identifying and assessing
the qualifications of and evaluating candidates for
directorship, including but not limited to evaluating
the balance of skills, knowledge and experience on the
Board, and in the light of this evaluation prepared a
description of the role and capabilities required for a
particular appointment;

keep up to date and fully informed about strategic
issues and commercial changes affecting the Company
and the market in which it operates;

ensure that on appointment to the Board, non-
executive directors receive a formal letter of
appointment setting out clearly the expectations of
them in terms of time commitment, committee service

and involvement outside Board meetings;

review and assess the adequacy of the corporate
governance guidelines of the Company and to
recommend any proposed changes to the Board for
approval;

do any such things to enable the Nomination
Committee to discharge its powers and functions
conferred on it by the Board; and

conform to any requirement, direction, and regulation
that may from time to time be prescribed by the Board
or contained in the Company’s constitution or imposed

by legislation.
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The Nomination Committee is primarily responsible for
considering and nominating suitable candidates to become
members of the Board. Criteria adopted by the Nomination
Committee in considering the suitability of a candidate
for directorship includes his/her qualifications, experience,
expertise and knowledge with reference to the “Board
Diversity Policy” adopted by the Board on 29 August 2013
and the requirements under the Listing Rules. The Board has
adopted a board diversity policy (the “Board Diversity Policy”)
on 29 August 2013 which sets out the approach to achieve
diversity on the Board. A summary of this policy together
with the measurable objectives set for implementing the Board
Diversity Policy, and the progress made towards achieving
those objectives are disclosed below.

Summary of the Board Diversity Policy

The Company recognizes and embraces the benefits of having
a diverse Board to enhance the quality of its performance.
When determining the composition of the Board, the
Company will consider board diversity in terms of, among
other things, age, experience, cultural and educational
background, expertise, skills and know-how. All Board
appointments will be based on merits, and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity of the Board.

Measurable Objectives

Selection of candidates for Board membership will be based
on a range of diversity perspectives, including but not limited
to age, experience, cultural and educational background,
expertise, skills and know-how.




Monitoring and Reporting

The Nomination Committee will review, as appropriate, to
ensure the effectiveness of the Board Diversity Policy and
monitor the implementation of this policy.

The Nomination Committee will discuss any revisions that
may be required, and recommend any such revisions to the
Board for consideration and approval. The Nomination
Committee considers that the current Board composition
has provided the Company with a good balance and diversity
of skill and experience appropriate for the business of the
Company.

Based on the above criteria, members of the Nomination
Committee have also reviewed the composition of the Board
which is determined by directors’ skills and experience
appropriate to the Company’s business, the Nomination
Committee confirmed that the existing Board was
appropriately structured and no change was required.

AUDITORS’ REMUNERATION

For the year ended 31 December 2022, the total
remuneration in respect of statutory audit services and non-
audit services paid to the Company’s auditors, Prism Hong

Kong and Shanghai Limited, amounted to approximately
RMB8,000,000 and RMB3,000,000 respectively.

INTERNAL CONTROLS

The Board has overall responsibility for the Group’s system of
internal control and for reviewing its effectiveness in order to
safeguard the Group’s assets and shareholders’ interests. The
Board will conduct regular review regarding internal control
systems of the Group.

During the year ended 31 December 2022, the Audit
Committee reviewed and discussed with the Group’s internal
audit team and the senior management on the adequacy
and effectiveness of the Company’s internal control systems
including financial, operational and compliance controls
and risk management. The Audit Committee further made
recommendations to the Board to ensure reliability of
financial reporting and compliance with applicable statutory
accounting and reporting requirements, legal and regulatory
requirements, internal rules and procedures approved by the
Board, to identify and manage potential risks of the Group.
Besides, the Audit Committee and the Board will also perform
regular review on the Group’s performance and internal
control system in order to ensure effective measures are in
place to protect material assets and identify business risks of

the Group.
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In respect of the year ended 31 December 2022, the Board
considered the internal control and risk management system
effective and adequate. No significant areas of concern that
might affect shareholders were identified during the Relevant
Period.

Non-audit services included agreed-upon procedure on the
Company’s interim results for the six months ended 30 June
2022.

DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing
the financial statements of the Group in accordance with
statutory requirements and applicable accounting standards.
The Directors also acknowledge their responsibilities to ensure
that the financial statements of the Group are published in a
timely manner.

The reporting responsibilities of our Company’s external
auditors on the financial statements of the Group are set out
on page 48 of the “Independent Auditors Report” in this
annual report.

COMPANY SECRETARY

In compliance with Rule 3.28 of the Listing Rules, the
Company Secretary is a full time employee and has the day-
to-day knowledge of the Company’s affairs. She is responsible
for advising the Board on corporate governance matters. For
the year under review, the Company Secretary confirmed that
she has taken no less than 15 hours of relevant professional
training.
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SHAREHOLDERS RIGHTS

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

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

Procedures by which enquiries may be put to the
Board

Sharcholders are provided with contact details of the
Company, such as website, telephone hotline, fax number,
email address and postal address, in order to enable them
to make any query that they may have with respect to
the Company. They can also send their enquiries to the
Board or the Company Secretary through the above means.
If sharcholders have any enquiries in respect of their
shareholdings and entitlements to dividend, they may contact
Computershare Hong Kong Investor Services Limited, our
share registrar from time to time.

INVESTOR RELATIONS

Constitutional Documents

There has been no significant change in the Company’s
constitutional documents during the year ended 31 December
2022.
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Effective Communication with Shareholders and
Investors

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

deal road shows and actively participated in a couple of global

investors conferences and forums held by investment banks.
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The Board also considers that general meetings of the
Company provide a useful forum for shareholders to exchange
views with the Board. The Chairman of the Board as well as
the chairmen and/or other members of the Audit Committee,
Remuneration Committee and Nomination Committee
normally attend the annual general meetings and other
shareholders’ meetings of the Company to reply questions
raised.

As one of the measures to safeguard shareholders™ interests
and rights, separate resolutions are proposed at shareholders’
meetings on each substantial issue, including the election
of individual directors, for shareholders consideration and
voting. All resolutions proposed at general meetings will be
voted by poll pursuant to the Listing Rules and the poll voting
results will be posted on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.cnfantasia.com)
immediately after the relevant general meetings.
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TO THE MEMBERS OF FANTASIA HOLDINGS GROUP CO., LIMITED
(incorporated in Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of Fantasia Holdings Group Co., Limited (the “Company”)
and its subsidiaries (hereinafter collectively referred to as the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2022, and the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

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

BASIS FOR DISCLAIMER OF OPINION
Multiple uncertainties relating to going concern

As set out in Note 3 to the consolidated financial statements, the Group incurred net loss of RMB5,980,535,000 for the year
ended 31 December 2022. As at 31 December 2022, the Group’s net current liabilities amounted to RMB13,478,444,000.

As at 31 December 2022, the Group did not repay certain interest-bearing liabilities (including bank and other borrowings,
senior notes and bonds) of about RMB22,164,919,000 according to their scheduled repayment dates. As a result, as at 31
December 2022, interest-bearing liabilities (including bank and other borrowings, senior notes and bonds) with the aggregate
principal amount of about RMB43,459,829,000 had become default or cross default. Subsequent to 31 December 2022, the
Group did not repay certain other bank and other borrowings according to the scheduled repayment dates. These conditions,
together with other matters disclosed in note 3 to the financial statements, indicate the existence of material uncertainties which
may cast significant doubt on the Group’s ability to continue as a going concern.

The directors of the Company have been undertaking measures to improve the Group’s liquidity and financial position, which
are set out in note 3 to the financial statements. The validity of the going concern assumptions on which the consolidated
financial statements have been prepared depends on the outcome of these measures, which are subject to multiple uncertainties,
including: (i) successfully completing the offshore debt restructuring; (ii) successfully carrying out the Group’s business strategy
plan including the acceleration of the sales of properties; (iii) successfully obtaining of additional new sources of financing as
and when needed; (iv) successfully disposing of the Group’s equity interest in project development companies when suitable; and
(v) successfully implementing measures to speed up the collection of outstanding sales proceeds and effectively control costs and
expenses.
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Should the Group be unable to achieve the abovementioned plans and measures, it might not be able to continue to operate as
a going concern, adjustments would have to be made to write down the carrying values of the Group’s assets to their recoverable
amounts, to provide for any further liabilities which might arise, and to reclassify non-current assets and noncurrent liabilities as
current assets and current liabilities, respectively. The effects of these adjustments have not been reflected in these consolidated
financial statements.

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

The directors of the Company are responsible for the preparation of the consolidated financial statements that give a true and
fair view in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and the disclosure requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the preparation of consolidated financial statements that

are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless

the directors either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

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

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

Our responsibility is to conduct an audit of the Group’s consolidated financial statements in accordance with Hong Kong
Standards on Auditing issued by the HKICPA and to issue an auditor’s report. We report 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.
However, because of the matters described in the Basis for Disclaimer of Opinion section of our report, it is not possible for us to
form an opinion on the consolidated financial statements.

We are independent of the Group in accordance with the HKICPAs Code of Ethics for Professional Accountants (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance with the Code.

The engagement partner on the audit resulting in the independent auditor’s report is Lee Kwok Lun.

Prism Hong Kong and Shanghai Limited
Certified Public Accountants

Lee Kwok Lun

Practising Certificate Number: P06294
Hong Kong

10 August 2023
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Consolidated Statement of Profit or Loss and Other Comprehensive Income I

For the year ended 31 December 2022

2022 2021
NOTES RMB’000 RMB’000
Revenue
Contracts with customers 5 9,561,219 15,462,745
Leases 192,794 287,668
Total revenue 9,754,013 15,750,413
Cost of sales and services (8,027,017) (13,413,261)
Gross profit 6 1,726,996 2,337,152
Other income 7 52,510 156,691
Other gains and losses 7 2,796,701) 582,677
Impairment losses under expected credit loss model, net of reversal 8 (194,069) (1,241,797)
Change in fair value of investment properties 18 (325,654) (1,765,840)
Write-down of properties for sales 9 (525,653) (6,216,291)
Selling and distribution expenses (218,954) (465,868)
Administrative expenses (920,995) (1,763,558)
Finance costs 10 (2,241,205) (2,870,498)
Share of results of associates 36,559 61,620
Share of results of joint ventures 7,048 (252,738)
Net (loss) gain on disposal of subsidiaries 42 (135,450) 22,095
Loss before tax (5,535,568) (11,416,355)
Income taxation 11 (444,967) 576,557
Loss for the year 12 (5,980,535) (10,839,798)
Other comprehensive (expense) income
Item that may be reclassified subsequently to profit or loss:
Fair value change on hedging instruments designated
as cash flow hedges - (11,145)
Items that will not be reclassified subsequently to profit or loss:
Fair value gain on equity instruments designated at fair value
through other comprehensive income (“FVTOCI”) (350) (2,125)
Deferred taxation effect 88 531
(262) (1,594)
Other comprehensive expense for the year,
net of income tax (262) (12,739)
Total comprehensive expense for the year (5,980,797) (10,852,537)
(Loss) profit for the year attributable to:
Owners of the Company (6,071,227) (10,465,578)
Other non-controlling interests 90,692 (374,220)
(5,980,535) (10,839,798)
Total comprehensive (expense) income for the year attributable to:
Owners of the Company (6,071,363) (10,477,552)
Other non-controlling interests 90,566 (374,985)
(5,980,797) (10,852,537)
Loss per share — basic (RMB cents) 15 (105.17) (181.30)
Loss per share — diluted (RMB cents) 15 (105.17) (181.30)
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2022 2021

NOTES RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 16 1,104,986 1,235,411
Right-of-use assets 17 425,695 471,744
Investment properties 18 8,322,168 8,218,706
Interests in associates 19 1,425,013 1,987,215
Interests in joint ventures 20 3,096,519 4,377,387
Equity instruments designated at FVTOCI 21 25,139 142, 437
Goodwill 22 906,977 902,377
Intangible assets 23 21,378 30,929
Other receivables 30 897,853 863,288
Deposits paid for potential acquisitions of subsidiaries and
investments in associates and joint ventures 25 6,193,004 6,188,480
Deferred tax assets 26 1,473,765 1,455,029
23,892,497 25,873,003
CURRENT ASSETS
Properties for sale 27 44,135,133 52,010,570
Contract assets 28 39,878 844,691
Contract costs 29 214,946 385,978
Trade and other receivables 30 14,923,558 12,904,945
Tax recoverable 1,234,180 1,012,911
Amounts due from related parties 24 7,906,523 6,871,726
Restricted/pledged bank deposits 31 1,519,591 4,232,500
Bank balances and cash 31 1,164,432 973,148
71,138,241 79,236,469
95,030,738 105,109,472
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Consolidated Statement of Financial Position [ GG

At 31 December 2022

2022 2021
NOTES RMB’000 RMB’000
CURRENT LIABILITIES
Trade and other payables 32 6,838,236 8,183,727
Contract liabilities 33 17,276,961 22,365,128
Amounts due to related parties 34 383,544 455,713
Tax liabilities 6,782,869 5,126,960
Borrowings due within one year 35 14,092,214 13,441,873
Lease liabilities due within one year 36 29,849 40,445
Senior notes and bonds due within one year 37 38,957,574 33,007,450
Asset-backed securities issued due within one year 38 255,438 -
Provisions 39 - 31,184
84,616,685 82,652,480
NET CURRENT LIABILITIES (13,478,444) (3,416,011)
TOTAL ASSETS LESS CURRENT LIABILITIES 10,414,053 22,456,992
NON-CURRENT LIABILITIES
Deferred tax liabilities 26 130,708 390,723
Borrowings due after one year 35 5,609,066 11,045,175
Lease liabilities due after one year 36 98,751 112,195
Asset-backed securities issued due after one year 38 - 255,438
5,838,525 11,803,531
NET ASSETS 4,575,528 10,653,461
CAPITAL AND RESERVES
Share capital 40 498,787 498,787
Reserves 557,192 5,836,692
Equity attributable to owners of the Company 1,055,979 6,335,479
Non-controlling interests 3,519,549 4,317,982
TOTAL EQUITY 4,575,528 10,653,461

The consolidated financial statements on pages 49 to 183 were approved and authorised for issue by the board of directors on 10
August 2023 and are signed on its behalf by:

Mr. Pan Jun Mr. Timothy David Gildner
Director Director
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Attributable to owners of the Company

Attributable to non-controlling interests

Share-
Statutory based Other
Share reserve and payments non-
Share Share  Special  options Contribution discreti Reval Hedging lated reserve of  controlling
apitll  premium feserve reserve teserve feserve reserve teserve profits  Sub-total Colour Life interests  Sub-total Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000
(note i) (noteii)  (noteiii)  (noteiv) (notev)  (note vi) (note iii)
At1 January 2022 498,787 550,006 2,061,576 13,860 40,600 371,620 8,760 - 1790270 6335479 U3 034 4074948 4317982 10,653,461
(Loss) profit for the year - - - - - - - - (6071227) (6,071,227 - 90,692 90,692 (5,980,53)
Fair value change on equity instruments designated
atFYTOCI - - - - - - (182) - - (182) - (168) (168) (350)
Deferred tasation effect - - - - - - 46 - - 46 - £ 1Y) 88
Other comprehensive expense for the year - - - - - - (136) - - (136) - (126) (126) (262)
Total comprehensive (expense) income for the year - - - - - - (136) - (6071,227)  (6,071,363) - 90,560 90,566 (5,980,797)
Dividend paid to non-controlling interests of subsidiaries - - - - - - - - - - - owmoamm o aam)
Contribution from non-controlling sharcholders - - - - - - - - - - - 909,388 909,388 909,388
Acquisition of additional interests in subsidiaries from
non-controlling sharcholders (note vii) - - 116,891 - - - - - 671,882 788,773 - (1,076,689) (1,076,689)  (287916)
Disposal of subsidiarics (note 42) - - - - - - - - - - - (J09427)  (709427)  (709.427)
Disposal of equity instruments designated at FVTOCI - - - - - - (7,733) - 10,823 3,090 - - - 3,090
Transfer - - - - - 3810 - - (3,810) - - - - -
At 31 December 2022 498,787 550,006 2,178,467 13,860 40,600 375430 891 - (2,602,002 1,055979 3034 3276515 3519549 4575508
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Consolidated Statement of Changes in Equity [

For the year ended 31 December 2022

Attributable to owners of the Company Attributable to non-controlling interests
Statutory Share Other
Share eserve and options non-
Share Share  Special options Contribution discretionary Revaluation ~ Hedging Accumulated reserve of  controlling
capital  premium  reserve  feserve  reserve  feserve  feserve  reserve profits  Subetotal ColourLife interests  Sub-total Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000  RMB'000
(note i) (noteii) (noteiii)  (noteiv) (notev)  (note vi) (note iii)
At1 January 2021 498,588 890,358 1,169,342 14353 40,600 321,390 9,589 1,145 11573431 14,528,796 0374 9554472 9794846 24323,642
Loss for the year - - - - - - - - (10,465,578) (10,465,578) - (3742200 (374220) (10,839,798)
Fair value change on hedging instruments designated as
cash flow hedges - - - - - - - (11,145) - (11,145) - - - (11,145)
Fair value change on equity instruments
designated at FVTOCI - - - - - - (1,103) - - (1,103) - (1,020) (1,020) 2125
Deferred taxation effect - - - - - - 276 - - 276 - 25 255 531
Other comprehensive expense for the year - - - - - - (829) (11,149 - (11,974) - (765) (765 (12,739
Total comprehensive expense for the year - - - - - - (829)  (11,145) (10,465,578) (10,477,552) - (374985)  (374989) (10,852,537)
Issue of shares upon exercise of share options of
the Company 199 1,963 - (493) - - - - - 1,669 - - - 1,669
Dividend distributed to sharcholders of the Company
(note 13) - (34231) - - - - - - - (342319 - - - (343D
Dividend paid to non-controlling interests of subsidiarics - - - - - - - - - - - (78994)  (78,994)  (789%4)
Contribution from non-controlling sharcholders - - - - - - - - - - 1819202 1,819202 1,819,202
Recognition of equity-settled share-based payments
(note 48) - - - - - - - - - - 2,660 - 2,660 2,660
Acquisition of subsidiaries (note 41) - - - - - - - - - - - 503,699 503,699 503,699
Acquisition of additional interests in subsidiaries from
non-controlling shareholders (note vii) - - 892,234 - - 44,657 - - 168799 2,624,881 - (7,346,505)  (7,346,505)  (4,721,624)
Disposal of subsidiaries (note 42) - - - - - - - - - - - (1,941) (1,941) (1,941)
Transfer - - - - - 5573 - - (5573) - - - - -
At31 December 2021 498,787 550,006 2,001,576 13,860 40,600 371,620 8,760 - 0790270 6335479 4303 4074948 4317982 10,653,461
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B  Consolidated Statement of Changes in Equity

For the year ended 31 December 2022

Notes:

(ii)
(iii)

(iv)

)

(vi)

(vii)

54

Pursuant to article 16 of the Company’s Article of Association, the Company is permitted to pay out dividend from share premium account.

Special reserve arising from the acquisition or disposal of equity interests in subsidiaries without loss of control. It represented the difference between the

consideration paid or reccived and the adjustment to the non-controlling interests in subsidiaries after re-attribution.

Share options reserve represented the share-based payment under share option schemes of the Company and Colour Life Service Group Co., Limited

(“Colour Life”), which is a non-wholly owned subsidiary of the Company.

Contribution reserve represented (a) the contribution/distribution to shareholders during the group reorganisation in 2009; (b) the difference between
consideration paid and fair value of net assets acquired from related parties; (c) the difference between the consideration received and carrying amount of net

assets disposed of to related parties during the Group reorganisation in 2009; and (d) the waiver of sharcholder loans in 2009.

The statutory reserve and discretionary reserve attributable to subsidiaries in the People’s Republic of China (the “PRC”) are non-distributable. Transfers
to these reserves are determined by the board of directors or the sharcholders’ meeting of the PRC subsidiaries in accordance with the relevant laws and
regulations of the PRC until the reserve reaches 50% of the registered capital. These reserves can be used to offset accumulated losses, expand the scale of

production and business and transfer to capital upon approval from the relevant authorities.

Revaluation reserve mainly represented surplus arose from (a) the transfer of owner-occupied property to investment properties at the date of change in use;

and (b) the accumulated changes in fair value of the equity instruments designated at FVTOCI, net of income tax effect.

During the year ended 31 December 2022, the Group acquired additional interests in subsidiaries from the non-controlling shareholders at a total
consideration of RMB287,916,000 (2021: RMB4,721,624,000). The difference of RMB116,891,000 (2021: RMB892,234,000) between the consideration
paid by the Group and attributable equity interests in the subsidiaries was credited to special reserve.

Fantasia Holdings Group Co., Limited
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Consolidated Statement of Cash Flows [ GGG

For the year ended 31 December 2022

2022 2021
RMB’000 RMB’000
OPERATING ACTIVITIES
Loss before tax (5,535,568) (11,416,355)
Adjustments for:
Change in fair value of investment properties 325,654 1,765,840
Amortisation of intangible assets 9,551 119,076
Depreciation of property, plant and equipment 119,636 216,156
Depreciation of right-of-use assets 47,232 79,049
Share-based payment expenses - 2,660
Loss on disposal of property, plant and equipment 20,966 5,452
Net loss (gain) on disposal of subsidiaries, associates and joint
ventures 313,288 127,788
Gain on remeasurement of interests in associates and joint
ventures - (97,466)
Impairment losses under expected credit loss model, net of
reversal 194,069 1,241,797
Write-down of properties for sale 525,653 6,216,291
Interest income (14,225) (123,223)
Finance costs 2,241,205 2,870,498
Gain on repurchase/early redemption of senior notes and bonds
and asset-backed securities issued - (94,639)
Net foreign exchange loss (gain) 2,603,380 (435,264)
Fair value change on hedging instruments - (91,814)
Share of results of associates (36,559) (61,620)
Share of results of joint ventures (7,048) 252,738
Operating cash flows before movements in working capital 807,234 576,964
Decrease (increase) in properties for sale 3,206,217 (6,300,448)
Increase in trade and other receivables (3,827,834) (7,541,938)
Decrease (increase) in contract costs 171,032 (37,742)
Decrease (increase) in contract assets 48,534 (29,589)
Increase in trade and other payables 2,195,399 4,561,426
(Decrease) increase in contract liabilities (2,869,741) 3,652,024
Cash used in operations (269,159) (5,119,303)
Income tax paid (207,217) (1,192,354)
Interest paid (300,415) (3,502,339)
NET CASH USED IN OPERATING ACTIVITIES (776,791) (9,813,996)
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2022 2021
Notes RMB’000 RMB’000
INVESTING ACTIVITIES
Placement of restricted/pledged bank deposits (2,099,381) (2,843,862)
Withdrawal of restricted/pledged bank deposits 4,812,290 2,641,232
Settlement of consideration payables of acquisition of subsidiaries in
prior years (32,242) (366,184)
Settlement of consideration receivables of disposal of subsidiaries 980,921 2,598,461
Purchases of property, plant and equipment (24,781) (358,457)
Payments for right-of-use assets - (200,000)
Proceeds from disposal of property, plant and equipment 6,502 363,988
Additions to investment properties (450,666) (391,641)
Proceeds from disposal of investment properties 68,315 1,398,342
Purchases of equity instruments designated at FVTOCI - (89,980)
Proceeds from disposal of equity instruments designated at FVTOCI 120,038 -
Acquisition and capital injection to associates and joint ventures - (4,022,495)
Acquisition of property projects and other assets and liabilities
through acquisition of subsidiaries (net of cash and cash
equivalents acquired) 41(a) (44,319) (1,463,158)
Acquisition of property operation businesses (net of cash and cash
equivalents acquired) 41(b) (2,740) 421
Deposits paid for potential acquisition of subsidiaries and
investments in associates and joint ventures (35,430) (2,148,975)
Deposit refunded for acquisition of subsidiaries - 2,500
Disposal of subsidiaries (net of cash and cash equivalent disposed of) 42 102,593 (5,135,072)
Dividend received from joint ventures and associates 29,458 69,767
Interest received 14,225 123,223
Advance of loan receivables (58,001) (100,000)
Repayment of loan receivables 8,000 194,022
Advances to related parties (1,785,931) (6,384,159)
Repayment from related parties 730,682 5,103,408
NET CASH GENERATED FROM (USED IN) INVESTING
ACTIVITIES 2,339,533 (11,008,619)
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Consolidated Statement of Cash Flows [ GGG

For the year ended 31 December 2022

2022 2021
RMB’000 RMB’000

FINANCING ACTIVITIES
Net proceeds from the issuance of senior notes and bonds and

asset-backed securities - 5,016,698
Repayment of senior notes and bonds - (4,527,841)
Repurchase/early redemption of senior notes and bonds - (3,209,734)
Repayment of principal receipts under securitisation arrangements - (20,000)
New borrowings raised 350,000 9,779,549
Repayment of borrowings (2,326,087) (6,221,837)
Repayment of lease liabilities (38,717) (211,765)
Issue of shares upon exercise of share options - 1,669
Dividend paid to shareholders of the Company - (342,315)
Dividend paid to non-controlling shareholders of the subsidiaries (12,771) (78,994)
Contributions from non-controlling shareholders of the subsidiaries 909,888 1,819,202
Acquisition of additional interest in subsidiaries (255,674) (4,689,382)
Advances from related parties 1,893,438 1,881,820
Repayments to related parties (1,965,607) (2,243,568)
NET CASH USED IN FINANCING ACTIVITIES (1,445,530) (3,046,498)
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS 117,212 (23,869,113)
CASH AND CASH EQUIVALENTS AT THE BEGINNING

OF THE YEAR 973,148 24,923,383
Effect of foreign exchange rate changes 74,072 (81,122)
CASH AND CASH EQUIVALENTS AT THE END OF

THE YEAR, represented by bank balances and cash 1,164,432 973,148
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2.1

58

GENERAL

Fantasia Holdings Group Co., Limited (the “Company”) is a limited liability company incorporated in Cayman Islands
and its shares are listed on the main board of The Stock Exchange of Hong Kong Limited (“the SEHK”). Its parent and its
ultimate parent are Fantasy Pearl International Limited and Ice Apex Limited, respectively, both being limited liability
companies incorporated in the British Virgin Islands (the “BVI”). Its ultimate controlling shareholder is Ms. Zeng Jie,
Baby, who is a director of the Company. The addresses of the registered office and principal place of the Company are
disclosed in the corporate information section to the annual report.

The Company acts as an investment holding company. Details of the principal activities of its subsidiaries are set out in
note 54.

The consolidated financial statements are presented in Renminbi (“RMB”), which is the functional currency of the

Company and the major subsidiaries.
BASIS OF PRESENTATION

The consolidated financial statements of the Group have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”) and disclosure requirement of the Hong Kong Companies Ordinance Cap.
622. The consolidated financial statements have been prepared on the historical cost basis, except for certain properties
and financial instruments that are measured at fair values at the end of each reporting period. The consolidated financial
statements also comply with the applicable disclosure requirements of the Hong Kong Companies Ordinance and include
the applicable disclosure requirements of the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

Fantasia Holdings Group Co., Limited
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Notes to the Consolidated Financial Statements | EGGzG

For the year ended 31 December 2022

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

Amendments to HKFRSs that are mandatorily effective for the current year

In the current year, the Group has applied the following amendments to HKFRSs issued by HKICPA for the first time,
which are mandatorily effective for the Group’s annual period beginning on 1 January 2022 for the preparation of the
consolidated financial statements:

Amendments to HKFRS 3 Reference to the Conceptual Framework?

Amendment to HKFRS 16 COVID-19-Related Concession beyond 30 June 2021!
Amendments to HKAS 16 Property, Plant and Equipment — Proceeds before Intended Use?
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract?
Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020"

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

New and amendments to HKFRSs in issue but not yet effective
The Group has not early applied the following new and amendments to HKFRSs that have been issued but are not yet
effective:

HKEFRS 17 (including the October Insurance Contracts'
2020 and February 2022
Amendments to HKFRS 17)

Amendment to HKFRS 10 and Sale or Contribution of Assets between an Investor and its Associate or
HKAS 28 Joint Venture?

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback®

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related

amendments to Hong Kong Interpretation 5 (2020)'

Amendments to HKAS 1 and Disclosure of Accounting Policies’
HKEFRS Practice Statement 2
Amendments to HKAS 8 Definition of Accounting Estimates'
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction'

! Effective for annual periods beginning on or after 1 January 2023.

Effective for annual periods beginning on or after a date to be determined.

3 Effective for annual periods beginning on or after 1 January 2024.

Except for new and amendments to HKFRSs mentioned below, the directors of the Company anticipate that the

application of all other new and amendments to HKFRSs will have no material impact on the consolidated financial
statements in the foreseeable future.
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APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (continued)

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture

The amendments to HKFRS 10 Consolidated Financial Statements and HKAS 28 Investments in Associates and Joint
Ventures deal with situations where there is a sale or contribution of assets between an investor and its associate or joint
venture. Specifically, the amendments state that gains or losses resulting from the loss of control of a subsidiary that does
not contain a business in a transaction with an associate or a joint venture that is accounted for using the equity method,
are recognised in the parent’s profit or loss only to the extent of the unrelated investors’ interests in that associate or joint
venture. Similarly, gains and losses resulting from the remeasurement of investments retained in any former subsidiary
(that has become an associate or a joint venture that is accounted for using the equity method) to fair value are recognised
in the former parent’s profit or loss only to the extent of the unrelated investors™ interests in the new associate or joint

venture.

The application of the amendments is not expected to have significant impact on the financial position and performance

of the Group.

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback

The amendments add subsequent measurement requirements for sale and leaseback transactions that satisfy the
requirements of HKFRS 15 to be accounted for as a sale. The amendments require a seller-lessee to determine “lease
payments” or “revised lease payments” such that the seller-lessee would not recognise a gain or loss that relates to the right
of use retained by the seller-lessee. The amendments also clarify that applying the requirements does not prevent the seller-
lessee from recognising in profit or loss any gain or loss relating to subsequent partial or full termination of a lease.

As part of the amendments, Illustrative Example 25 accompanying HKFRS 16 is added to illustrate the application of the
requirements in a sale and leaseback transaction with variable lease payments that do not depend on an index or rate.

The amendments are effective for annual reporting periods beginning on or after 1 January 2024, with early application
permitted. The application of the amendments is not expected to have significant impact on the financial position and
performance of the Group.

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5 (2020)

The amendments provide clarification and additional guidance on the assessment of right to defer settlement for at least
twelve months from reporting date for classification of liabilities as current or non-current, which:

. specify that the classification of liabilities as current or non-current should be based on rights that are in existence at
the end of the reporting period. Specifically, the amendments clarify that:

(i)  the classification should not be affected by management intentions or expectations to settle the liability
within 12 months; and

(i)  if che right is conditional on the compliance with covenants, the right exists if the conditions are met at the
end of the reporting period, even if the lender does not test compliance until a later date; and (Note)
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2.2 APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (continued)

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related

amendments to Hong Kong Interpretation 5 (2020) (continued)

. clarify that if a liability has terms that could, at the option of the counterparty, result in its settlement by the
transfer of the entity’s own equity instruments, these terms do not affect its classification as current or non-
current only if the entity recognises the option separately as an equity instrument applying HKAS 32 Financial
Instruments: Presentation.

In addition, Hong Kong Interpretation 5 was revised as a consequence of the Amendments to HKAS 1 to align the
corresponding wordings with no change in conclusion.

Based on the Group’s outstanding liabilities as at 31 December 2022, the application of the amendments will not result in
reclassification of the Group’s liabilities.

Amendments to HKAS 1 and HKFRS Practice Statement 2 Disclosure of Accounting Policies
HKAS 1 is amended to replace all instances of the term “significant accounting policies” with “material accounting policy
information”. Accounting policy information is material if, when considered together with other information included
in an entity’s financial statements, it can reasonably be expected to influence decisions that the primary users of general
purpose financial statements make on the basis of those financial statements.

The amendments also clarify that accounting policy information may be material because of the nature of the related
transactions, other events or conditions, even if the amounts are immaterial. However, not all accounting policy
information relating to material transactions, other events or conditions is itself material. If an entity chooses to disclose
immaterial accounting policy information, such information must not obscure material accounting policy information.

HKFRS Practice Statement 2 Making Materiality Judgements (the “Practice Statement”) is also amended to illustrate how
an entity applies the “four-step materiality process” to accounting policy disclosures and to judge whether information
about an accounting policy is material to its financial statements. Guidance and examples are added to the Practice
Statement.

The application of the amendments is not expected to have significant impact on the financial position or performance of
the Group but may affect the disclosures of the Group’s significant accounting policies. The impacts of application, if any,
will be disclosed in the Group’s future consolidated financial statements.

Amendments to HKAS 8 Definition of Accounting Estimates

The amendments define accounting estimates as “monetary amounts in financial statements that are subject to
measurement uncertainty . An accounting policy may require items in financial statements to be measured in a way that
involves measurement uncertainty — that is, the accounting policy may require such items to be measured at monetary
amounts that cannot be observed directly and must instead be estimated. In such a case, an entity develops an accounting
estimate to achieve the objective set out by the accounting policy. Developing accounting estimates involves the use of
judgements or assumptions based on the latest available, reliable information.

In addition, the concept of changes in accounting estimates in HKAS 8 is retained with additional clarifications.

The application of the amendments is not expected to have significant impact on the Group’s consolidated financial
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APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (continued)

Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

The amendments narrow the scope of the recognition exemption of deferred tax liabilities and deferred tax assets in
paragraphs 15 and 24 of HKAS 12 Income Taxes so that it no longer applies to transactions that, on initial recognition,

give rise to equal taxable and deductible temporary differences.

Upon the application of the amendments, the Group will recognise a deferred tax asset (to the extent that it is probable
that taxable profit will be available against which the deductible temporary difference can be utilised) and a deferred tax
liability for all deductible and taxable temporary differences associated with the right-of-use assets and the lease liabilities.
The amendments are effective for annual reporting periods beginning on or after 1 January 2023, with early application
permitted.

The Group has applied the initial recognition exception and did not recognise a deferred tax asset and a deferred tax
liability for temporary differences for transactions related to leases. Upon initial application of these amendments, the
Group will recognise a deferred tax asset and a deferred tax liability for deductible and taxable temporary differences
associated with right-of-use assets and lease liabilities, and recognise the cumulative effect of initially applying the
amendments as an adjustment to the opening balance of retained profits at the beginning of the earliest comparative

period presented.
SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with the HKFRSs issued by the HKICPA. For
the purpose of preparation of the consolidated financial statements, information is considered material if such information
is reasonably expected to influence decisions made by primary users. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of Securities on the SEHK (“Listing Rules”)
and by the Hong Kong Companies Ordinance (“CO”).

The consolidated financial statements have been prepared on the historical cost basis, except for certain properties and
financial instruments that are measured at fair values at the end of each reporting period, as explained in the accounting

policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of preparation of consolidated financial statements (continued)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or estimated
using another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that are within the
scope of HKFRS 2 Share-based Payment, leasing transactions that are accounted for in accordance with HKFRS 16,
and measurements that have some similarities to fair value but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment of Assets.

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

For financial instruments and investment properties which are transacted at fair value and a valuation technique that
unobservable inputs is to be used to measure fair value in subsequent periods, the valuation technique is calibrated so that
the results of the valuation technique equals the transaction price.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

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

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

. Level 3 inputs are unobservable inputs for the asset or liability.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Significant accounting policies
Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the

Company and its subsidiaries. Control is achieved where the Company:

. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the investee; and
. has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to

one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights of an investee, it has power over the investee when the voting
rights are sufficient to give it the practical ability to direct the relevant activities of the investee unilaterally. The Group
considers all relevant facts and circumstances in assessing whether or not the Group’s voting rights in an investee are
sufficient to give it power, including:

. the size of the Group’s holding of voting rights relative to the size and dispersion of holdings of the other vote
holders;

. potential voting rights held by the Group, other vote holders or other parties;

. rights arising from other contractual arrangements; and

. any additional facts and circumstances that indicate that the Group has, or does not have, the current ability to

direct the relevant activities at the time that decisions need to be made, including voting patterns at previous

shareholders’ meetings.

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

control until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the

non-controlling interests even if this results in the non-controlling interests having a deficit balance.
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued)

Significant accounting policies (continued)

Basis of consolidation (continued)

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

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.

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to a proportionate share of net assets of the relevant subsidiaries upon
liquidation.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s interests in subsidiaries that do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the Group’s relevant components of equity and the non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries including re-attribution
of relevant reserves between the Group and the non-controlling interests according to the Group’s and the non-controlling
interests’ proportionate interests.

Any difference between the amount by which the non-controlling interests are adjusted, and the fair value of the

consideration paid or received is recognised directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and non-controlling interests
(if any) are derecognised. A gain or loss is recognised in profit or loss and is calculated as the difference between (i)
the aggregate of the fair value of the consideration received and the fair value of any retained interest and (ii) the
previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary attributable to the owners
of the Company. All amounts previously recognised in other comprehensive income in relation to the subsidiary are
accounted for as if the Group had directly disposed of the related assets or liabilities of the subsidiary. The fair value
of any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under HKFRS 9 or, when applicable, the cost on initial recognition of an

investment in an associate or a joint venture.

Business combinations or asset acquisitions

Optional concentration test

The Group can elect to apply an optional concentration test, on a transaction-by-transaction basis, that permits a
simplified assessment of whether an acquired set of activities and assets and liabilities is not a business. The concentration
test is met if substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable asset or
group of similar identifiable assets. The gross assets under assessment exclude cash and cash equivalents, deferred tax assets,
and goodwill resulting from the effects of deferred tax liabilities. If the concentration test is met, the set of activities and
assets is determined not to be a business and no further assessment is needed.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in the Group’s ownership interests in existing subsidiaries (continued)

Business combinations or asset acquisitions (continued)

Asset acquisitions

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

Business combinations

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

loss as incurred.

Except for certain recognition exemptions, the identifiable assets acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Framework for the Preparation and Presentation of Financial Statements
(replaced by the Conceptual Framework for Financial Reporting issued in October 2010).

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

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

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

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

. lease liabilities are recognised and measured at the present value of the remaining lease payments (as defined in
HKEFRS 16) as if the acquired leases were new leases at the acquisition date, except for leases for which (a) the lease
term ends within 12 months of the acquisition date; or (b) the underlying asset is of low value. Right-of-use assets
are recognised and measured at the same amount as the relevant lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with market terms.

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

Changes in the Group’s ownership interests in existing subsidiaries (continued)

Business combinations or asset acquisitions (continued)

Business combinations (continued)

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of
the relevant subsidiary’s net assets in the event of liquidation are initially measured at the non-controlling interests
proportionate share of the recognised amounts of the acquiree’s identifiable net assets or at fair value. The choice of
measurement basis is made on a transaction-by-transaction basis. Other types of non-controlling interests are measured at

their fair value.

When the consideration transferred by the Group in a business combination includes a contingent consideration
arrangement, the contingent consideration is measured at its acquisition-date fair value and included as part of the
consideration transferred in a business combination. Changes in the fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted retrospectively. Measurement period adjustments are adjustments that
arise from additional information obtained during the “measurement period” (which cannot exceed one year from the

acquisition date) about facts and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as
measurement period adjustments depends on how the contingent consideration is classified. Contingent consideration
that is classified as equity is not remeasured at subsequent reporting dates and its subsequent settlement is accounted for
within equity. Contingent consideration that is classified as an asset or a liability is remeasured to fair value at subsequent
reporting dates, with the corresponding gain or loss being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date when the Group obtains control), and the resulting gain or
loss, if any, is recognised in profit or loss or other comprehensive income, as appropriate. Amounts arising from interests
in the acquiree prior to the acquisition date that have previously been recognised in other comprehensive income and
measured under HKFRS 9 would be accounted for on the same basis as would be required if the Group had disposed
directly of the previously held equity interest.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. Those
provisional amounts are adjusted retrospectively during the measurement period (see above), and additional assets or
liabilities are recognised, to reflect new information obtained about facts and circumstances that existed at the acquisition
date that, if known, would have affected the amounts recognised at that date.

Acquisition of a subsidiary not constituting a business

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

or bargain purchase gain.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill

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

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

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

On disposal of the relevant cash-generating unit or any of the cash-generating unit within the group of cash-generating
units, the attributable amount of goodwill is included in the determination of the amount of profit or loss on disposal.
When the Group disposes of an operation within the cash-generating unit (or a cash-generating unit within a group of
cash-generating units), the amount of goodwill disposed of is measured on the basis of the relative values of the operation
(or the cash-generating unit) disposed of and the portion of the cash-generating unit (or the group of cash-generating
units) retained.

The Group’s policy for the goodwill arising on the acquisition of associates and joint ventures is described below.

Investments in associates and joint ventures
An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but is not control or joint control over those policies.

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

Investments in associates and joint ventures (continued)

The results and assets and liabilities of associates or joint ventures are incorporated in the consolidated financial statements
using the equity method of accounting, except when the investment, or a portion thereof, is classified as held for sale, in
which case it is accounted for in accordance with HKFRS 5. Any retained portion of an investment in an associate or a
joint venture that has not been classified as held for sale shall be accounted for using the equity method. The financial
statements of associates and joint ventures used for equity accounting purposes are prepared using uniform accounting
policies as those of the Group for like transactions and events in similar circumstances. Under the equity method, an
investment in an associate or a joint venture are initially recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share of the profit or loss and other comprehensive income of
the associate or joint venture. Changes in net assets of the associate or joint venture other than profit or loss and other
comprehensive income are not accounted for unless such changes resulted in changes in ownership interest held by the
Group. When the Group’s share of losses of an associate or joint venture exceeds the Group’s interest in that associate or
joint venture (which includes any long-term interests that, in substance, form part of the Group’s net investment in the
associate or joint venture), the Group discontinues recognising its share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or constructive obligations or made payments on behalf of the
associate or joint venture.

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

reassessment, is recognised immediately in profit or loss in the period in which the investment is acquired.

The Group assesses whether there is an objective evidence that the interest in an associate or a joint venture may be
impaired. When any objective evidence exists, the entire carrying amount of the investment (including goodwill) is tested
for impairment in accordance with HKAS 36 as a single asset by comparing its recoverable amount (higher of value in
use and fair value less costs of disposal) with its carrying amount. Any impairment loss recognised is not allocated to any
asset, including goodwill, that forms part of the carrying amount of the investment. Any reversal of that impairment loss
is recognised in accordance with HKAS 36 to the extent that the recoverable amount of the investment subsequently

increases.

When the Group ceases to have significant influence over an associate or joint control over a joint venture, it is accounted
for as disposal of the entire interest in the investee with a resulting gain or loss being recognised in profit or loss. When
the Group retains an interest in the former associate or joint venture and the retained interest in a financial asset within
the scope of HKFRS 9, the Group measures the retained interest at fair value at that date and the fair value is regarded
as its fair value on initial recognition. The difference between the carrying amount of the associate or joint ventures and
the fair value of any retained interest and any proceeds from disposing of the relevant interest in the associate or joint
venture is included in the determination of the gain or loss on disposal of the associate or joint venture. In addition, the
Group accounts for all amounts previously recognised in other comprehensive income in relation to that associate or joint
venture on the same basis as would be required if that associate or joint venture had directly disposed of the related assets
or liabilities. Therefore, if a gain or loss previously recognised in other comprehensive income by that associate or joint
venture would be reclassified to profit or loss on the disposal of the related assets or liabilities, the Group reclassifies the
gain or loss from equity to profit or loss (as a reclassification adjustment) upon disposal or partial disposal of the relevant
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in associates and joint ventures (continued)
The Group continues to use the equity method when an investment in an associate becomes an investment in a joint
venture or an investment in a joint venture becomes an investment in an associate. There is no remeasurement to fair value

upon such changes in ownership interests.

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

When a group entity transacts with an associate or a joint venture, profits and losses resulting from the transactions with
the associate or joint venture are recognised in the Group’s consolidated financial statements only to the extent of interests
in the associate or joint venture that are not related to the Group.

Revenue from contracts with customers
The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of the following criteria is met:

. the customer simultaneously receives and consumes the benefits provided by the Group’s performance as the Group
performs;

. the Group’s performance creates or enhances an asset that the customer controls as the Group performs; or

. the Group’s performance does not create an asset with an alternative use to the Group and the Group has an

enforceable right to payment for performance completed to date.
Otherwise, revenue is recognised at a point in time when the customer obtains control of the distinct good or service.
A contract asset represents the Group’s right to consideration in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is assessed for impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group’s unconditional right to consideration, i.e. only the passage of time is required

before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer.

A contract asset and a contract liability relating to the same contract are accounted for and presented on a net basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers (continued)

Over time revenue recognition: measurement of progress towards complete satisfaction of a performance obligation
Outpur method

For property management services, value added services and hotel accommodation services, the progress towards complete
satisfaction of a performance obligation is measured based on output method, which is to recognise revenue on the basis
of direct measurements of the value of the goods or services transferred to the customer to date relative to the remaining
goods or services promised under the contract, that best depict the Group’s performance in transferring control of goods

or services.

Input method

For construction of properties and engineering services, the progress towards complete satisfaction of a performance
obligation is measured based on input method, which is to recognise revenue on the basis of the Group’s efforts or inputs
to the satisfaction of a performance obligation relative to the total expected inputs to the satisfaction of that performance
obligation, that best depict the Group’s performance in transferring control of goods or services.

Existence of significant financing component

In determining the transaction price, the Group adjusts the promised amount of consideration for the effects of the time
value of money if the timing of payments agreed (either explicitly or implicitly) provides the customer or the Group with
a significant benefit of financing the transfer of goods or services to the customer. In those circumstances, the contract
contains a significant financing component. A significant financing component may exist regardless of whether the
promise of financing is explicitly stated in the contract or implied by the payment terms agreed to by the parties to the
contract.

For contracts where the period between payment and transfer of the associated goods or services is less than one year, the
Group applies the practical expedient of not adjusting the transaction price for any significant financing component.

For advance payments received from customers before the transfer of the associated goods or services in which the Group
adjusts for the promised amount of consideration for a significant financing component, the Group applies a discount rate
that would be reflected in a separate financing transaction between the Group and the customer at contract inception. The
relevant interest expenses during the period between the advance payments were received and the transfer of the associated
goods and services are accounted for on the same basis as other borrowing costs.

Principal versus agent

When another party is involved in providing goods or services to a customer, the Group determines whether the nature of
its promise is a performance obligation to provide the specified goods or services itself (i.e. the Group is a principal) or to
arrange for those goods or services to be provided by the other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good or service before that good or service is transferred to a customer.

The Group is an agent if its performance obligation is to arrange for the provision of the specified good or service by
another party. In this case, the Group does not control the specified good or service provided by another party before that
good or service is transferred to the customer. When the Group acts as an agent, it recognises revenue in the amount of
any fee or commission to which it expects to be entitled in exchange for arranging for the specified goods or services to be

provided by the other party.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers (continued)

Contract costs

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs that the Group incurs to obtain a contract with a customer that it
would not have incurred if the contract had not been obtained.

The Group recognises such costs (mainly sales commissions) as an asset if it expects to recover these costs. The asset
so recognised is subsequently amortised to profit or loss on a systematic basis that is consistent with the transfer to the
customer of the goods or services to which the assets relate.

The Group applies the practical expedient of expensing all incremental costs to obtain a contract if these costs would
otherwise have been fully amortised to profit or loss within one year.

Leases

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

For contracts entered into or modified on or after the date of initial application or arising from business combinations,
the Group assesses whether a contract is or contains a lease based on the definition under HKFRS 16 at inception,
modification date or acquisition date, as appropriate. Such contract will not be reassessed unless the terms and conditions
of the contract are subsequently changed.

The Group as a lessee

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases of office premises and commercial properties that
have a lease term of 12 months or less from the commencement date and do not contain a purchase option. It also applies
the recognition exemption for lease of low-value assets. Lease payments on short-term leases and leases of low-value assets
are recognised as expense on a straight-line basis over the lease term.

Right-of-use assets
The cost of right-of-use asset includes:

. the amount of the initial measurement of the lease liability;

o any lease payments made at or before the commencement date, less any lease incentives received;

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in dismantling and removing the underlying assets, restoring the

site on which it is located or restoring the underlying asset to the condition required by the terms and conditions of
the lease.
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (continued)

Right-of-use assets (continued)

Except for those that are classified as investment properties and measured under fair value model, right-of-use assets are
measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the underlying leased assets at the end
of the lease term is depreciated from commencement date to the end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term.

When the Group obtains ownership of the underlying leased assets at the end of the lease term, upon exercising purchase
options, the cost of the relevant right-of-use assets and the related accumulated depreciation and impairment loss are
transferred to property, plant and equipment.

The Group presents right-of-use assets that do not meet the definition of investment property as a separate line item on
the consolidated statement of financial position. The right-of-use assets that meet the definition of investment property
are presented within “investment properties .

Refundable rental deposits
Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional lease payments and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability at the present value of lease
payments that are unpaid at that date. In calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the lease is not readily determinable.

The lease payments include:

. fixed payments (including in-substance fixed payments) less any lease incentives receivable;

. variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;

. amounts expected to be payable by the Group under residual value guarantees;

. the exercise price of a purchase option if the Group is reasonably certain to exercise the option; and

. payments of penalties for terminating a lease, if the lease term reflects the Group exercising an option to terminate
the lease.

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)
The Group as a lessee (continued)
Lease liabilities (continued)

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related right-of-use assets) whenever:

. the lease term has changed or there is a change in the assessment of exercise of a purchase option, in which case the
related lease liability is remeasured by disc