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Corporate Information (Continued)
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cina soutl ¢/ty Shenzhen
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Phase | Trade Center V. China South City Shenzhen
—HRFES

Located in Pinghu, Shenzhen, China South City Shenzhen (“CSC Shenzhen”)
covers a total site area of approximately 1.06 million square meters (“sq. m.”)
with a planned gross floor area (“GFA") of approximately 2.60 million sg. m..
Phase I and Il trade centers and ancillary facilities with a GFA of approximately
1.46 million sg. m. are in operation. Construction of phase Ill with a planned
GFA of approximately 1.18 million sq. m. have commenced.

Positioned as a modern large-scale integrated logistics and trading platform
to serve the Pearl River Delta Region, CSC Shenzhen covers a wide spectrum
of product range, from raw materials to commodities of various industries,
themed products and factory outlets, complemented by comprehensive

Phase Il No.1 Trade Center W ancillary facilities and services including offices, residential facilities,

—HSER5ES conference and exhibition facilities, both bonded and common warehousing,
hotel and restaurants, banking and financial services, on-site logistics services
in couple of quality testing services, on-site governmental organization, etc.
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cHina soutt ¢/ty Nanchang

" 3 AR

Birdview - Trade centers ¥ . .
PR China South City Nanchang

..

Located in Nanchang, the capital of Jiangxi Province, China South City
Nanchang (“CSC Nanchang”) covers a site area of approximately 1.54
million sg. m. with a planned total GFA of approximately 4.28 million sq. m.
upon completion. Construction of phase | with a planned total GFA of
approximately 1.09 million sq. m. is underway and part of the trade centers
and residential facilities have been launched with enthusiastic market

response.

CSC Nanchang aims to make full use of its advantageous location as a
vigorous, integrated logistics trading platform for the Pan Pearl River Delta
and Yangtze River Delta regions. The project site is highly accessible with a

) Administration Twer-CSC Nanchang V comprehensive freight and public transportation network. Benefiting from

FEERAITHIR the office relocation plan of the provincial government to the vicinity of
the project site, CSC Nanchang will excel itself with its profound business
potential, which will in turn help boost the regional economy, as well as its
own economic value.
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Planned Total GFA
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million m2
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Birdview - CSC Nanchang ¥
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CHINA SOUTH ¢/ty Xi'an

No.2 Trade Center under construction ¥
P2 R 5 ES
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Trade center for machine and hardware under constructio‘n v
ERFORSEER S

'V Administration Tower - CSC Xi’an
PRERMITHIE
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China South City Xi‘an

Located in Xi'an, the capital city of Shaanxi Province, China South City Xi‘an
(“CSC Xi'an") is planned to develop a site area of approximately 10 million
sq. m. for a planned total GFA of approximately 17.5 million sq. m. upon
completion. Construction of phase | with a GFA of approximately 607,000
sg. m. have commenced and part of the trade centres have been launched
and achieved enthusiastic response at pre-sale.

With its strategic location at the Xi’an International Trade and Logistics Park,
which is well equipped with a railway container terminal and the largest
bonded area in the Northwest China, CSC Xi’an is amidst an extensive
transportation network. It is situated at an exit of the North Third Ring Road,
and two subway lines are planned to pass through.

Riding on the opportunities arising from the country’s strategic development
of China’s western regions, the Group is positioning CSC Xi‘an to become a
major, comprehensive logistics and trade center that caters to the growing
development needs in the region with its modern facilities and services.

78 2RI
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Planned Total GFA

RIRBEEMIE
million m2
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Trade center under construction ¥
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CHINA SOUTH C(TY Nanning

N L

Exhibition centers and Infrastructure ¥
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Logistics trade center under construction — Plaza 1 ¥
ERPEWRZ S0 — 15 ES

¥ Logistics trade center under construction — Plaza 4
RPN HT 0 — 45 ES

China South City Nanning

Located in Nanning, the capital city of Guangxi Zhuang Autonomous Region,
China South City Nanning (“CSC Nanning”) is planned to cover a site area of
approximately 1.83 million sq. m. with a planned total GFA of approximately
4.88 million sq. m. upon completion. The construction of phase | with a
planned total GFA of approximately 1.36 million sq. m. is underway, of which
part of the logistics trade centers have been launched for sale with favourable
feedback.

Capitalizing on its ideal geographical position with extensive transportation
network, CSC Nanning will be developed to meet the demand in the Northern
Bay Region and Southeast Asia. The tariff waiver for cross-border trade
since the establishment of the China-ASEAN Free Trade Area will help boost
business and trade activities for CSC Nanning.
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Planned Total GFA

RIRBEEMIE
million m2
B &K

Logistics trade center — Plaza 2 ¥
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clina souty ¢/ty Harbin
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China South City Harbin

Located in Harbin, the capital city of Hellongjiang province, China South City
Harbin (“CSC Harbin”) is planned to develop a site area of approximately 5
million sg. m. in phases for a planned total GFA of approximately 6.30 million
sg. m. upon completion. In June 2012, CSC Harbin has successfully bid for
the land of approximately 263,000 sqg. m.

Capitalizing on its beneficial position in Northeast China, a premier hub for
cross-border trade with countries in Northeast Asia and its proximity to the
China-Russia border, the project aims to capture opportunities arising from
the emerging development potential in the area.
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CHINA sSoUTH ¢y Zhengzhou
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China South City Zhengzhou

Located in Zhengzhou, the capital city of Henan Province, China South
City Zhengzhou (“CSC Zhengzhou”) plans to occupy a net land area of
approximately 7 million sq. m. for phased development so as to echo the
government’s plans for urban rejuvenation, especially the relocation and
consolidation of old wholesale markets in the city. The Group expects to
acquire part of the land for the project in FY2012/13.

CSC Zhengzhou is sited highly accessible Zhengzhou with extensive land
and air network. It is an important passenger and freight hub in China,
together with one of the most important international airport in the country.
Benefitting from its prime location in Zhengzhou City, the project aims to
cater to the strong demand for integrated logistics and trade centers in
China’s interior regions, and will provide a convenient trading platform to
promote trade among cities in central China.
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Financial Highlights
IBRE

(in HK$'000F& )

Revenue = Net profit attributable to owners of the parent
WA F R R A B FRE
3,670,767
2,070,708
1,552,455
2,234,033 1,329,503
1,570,229 I
2010 2011 2012 2010 2011 2012

fetassets value Net profit attributable to owners of the parent excluding fair value
EEEE gains on investment properties and related tax effect
! ATRENEATEURRABRBT SN ATREAREENE e

1,303,046

12,995,291

10,618,036

9,026,685
542,339
410,692 ‘
2010 2011 2012 2010 2011 2012
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Financial Highlights (Continued)

HMBREGE)
For the year ended 31 March
BE3AMBLEE
2012 2011 Approximate
HK$ HK$ Change %
BT BIT A 18 %
Revenue WA 3,670.8 millionHE  2,234.0 millon&H& 64.3
Gross profit ES 2,236.1 millionHE  1,333.0 millon&& 67.7
Gross profit ratio EF=E 61% 60%
Profit attributable to owners HARER AR
of the parent FFE 2,070.7 million®E  1,552.5 million /& 334
Net profit attributable to owners Rt EMELATE
of the parent excluding fair value Wk M AR A 2
gains on investment properties and YRR BIEA A B
related tax effect b IS 1,303.0 millionB & 542 3 millionB & 140.3
Net assets value BEFE 12,995.3 millionE& 10,618.0 milionB & 22.4
Gearing ratio BEARABEE 21% 15%
Proposed final dividend per share FORARER S (FR) HK7.5 cents3&1l HK2.5 cents;& 1l 200.0
Dividend payout ratio RSB R 34% 28%
Annual Report 2011/12 3 17



Chairman’s Statement
FERE

On behalf of the board of directors (the “Board”) of China South City
Holdings Limited (“China South City” or the “Company”), together with
its subsidiaries (the “Group”), | am pleased to report the annual results of
the Group for the fiscal year ended 31 March 2012 (“FY2011/12").

Results and Dividend

The Group reported outstanding operating results in FY2011/12 amid a
challenging environment. Total revenue surged by 64.3% to HK$3,670.8
million (the fiscal year ended 31 March 2011 (“FY2010/11"): HK$2,234.0
million), mainly attributable to the revenue contribution from sales and
finance lease of CSC Shenzhen, CSC Nanchang and CSC Nanning. Profit
attributable to owners of the parent increased by 33.4% year-on-year
from HK$1,552.5 million to HK$2,070.7 million. Basic earnings per share
were HK34.58 cents (FY2010/11: HK25.95 cents).

The Board proposed a final dividend of HK7.5 cents per share for the
FY2011/12 (FY2010/11: HK2.5 cents per share), subject to shareholders’
approval at the Company’s forthcoming annual general meeting.

Review of the Market and Operations

Remarkable Performance Achieved

During the fiscal year under review, China’s economy maintained steady
growth despite growing at a slower pace. The central government’s
marco policies in the residential property market during the year caused
overall transaction volumes to decline. As one of the leading developers
and operators of large-scale, integrated logistics and trade centers in
China, China South City remained relatively unaffected by the challenging
operating environment, delivering promising performance.
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Chairman’s Statement (Continued)

FRHmE ()

The Group successfully achieved contracted sales and finance lease of
HK$7.1 billion for the fiscal year, recording a multiple-fold year-on-year
increase and realizing its annual sales target; with the sales and finance
lease of phase Il and Il properties of CSC Shenzhen; and the enthusiastic
response and higher than expected average selling price (“ASP”) from
the launch of properties of CSC Nanchang, CSC Nanning and CSC
Xi‘an. Sales revenue and finance lease income of HK$3,431.3 million was
booked in FY2011/12.

The overwhelming market response to the initial launch of CSC
Nanchang, CSC Xi‘an and CSC Nanning, provided unequivocal proof that
the Group’s business model can be replicated in different areas in China.
More importantly, it reveals and proves the management’s capability of
executing its business model. Our experience and expertise throughout
the years enable us to advance ourselves in the development and
operation of new projects.

Strategic Expansion and Disposal

While the existing projects are in place to make contributions to the
Group and drive future revenue, we continue to proactively identify
lucrative markets with high growth potential to further replicate our
business model in other areas in China to sustain the Group’s long term
development. Project agreements for two new projects — CSC Harbin
and CSC Zhengzhou — were signed in October 2011 and April 2012,
respectively. The Group is currently framing the layout of both projects
and expect to have part of their land to be acquired in the fiscal year
ended 31 March 2013 (“FY2012/13"), among which, CSC Harbin has
successfully bid for the land of approximately 263,000 sg. m. in June
2012.

In line with its core strategy of developing and operating integrated
logistics and trade centers, the Group disposed of the residential segment
of China South City Heyuan (“CSC Heyuan”) in September 2011.
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Chairman’s Statement (Continued)

FRHmE ()

Strengthened Business Model

The Group has been implementing comprehensive plans to further extend
its unique “One Body with Two Wings” business model, which refers to
with large scale integrated logistics and trade centers as the core business,
and supplemented by commercial facilities and residential properties, to
include five pillars of ancillary services that complement its core business
of developing and operating trade centers.

One-stop logistics services with warehousing, on-site delivery and
freight forwarding for the Group'’s projects.

E-commerce platform for clients to promote their businesses and
products — we plan to revamp our online platform to connect our trade
center shops with online version, in a view of promoting online wholesale
and retail trade and putting online clearing in practice.

Convention and exhibition services through a non-stop exhibition
platform where influential exhibitions and conventions are organized
and which facilitate increase in traffic flow of the projects. The annual
China (Shenzhen) International Industrial Fair (the “Industrial Fair”) in
CSC Shenzhen, as well as the China — ASEAN Light Industrial Products
Fair (the “Light Industrial Fair”) in CSC Nanning instanced the business
opportunities brought to our trade centers and tenants.

Outlet operation and management to further boost overall traffic.
Building on the successful opening of the first outlet center at CSC
Shenzhen last year, we plan to expand the business further at CSC
Shenzhen, and replicate it at other projects in the coming fiscal year.

Property management which takes into account the scale and multi-
industries nature of our business in providing safety and comfort
environment to our staff, clients and end-users across all projects.

These five interdependent service pillars, together with our trade centers
as a trading platform are intended to serve all clients on each project and
represent a self-sustaining operation that strengthens our overall business
model.

Green and Cost Saving

As our business continues to grow, we have enhanced our commitment
to corporate social responsibility by developing projects that are beneficial
to the Group, our clients and the environment as a whole. Taking the
overall costs reduction into consideration, we have been introducing
various initiatives such as LED lighting, photovoltaic system, combined
cooling, heating and power system and automation system, to promote
environmental and social sustainability to our projects progressively.
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Chairman’s Statement (Continued)

FRHmE ()

Prospects

Looking forward, the Group maintains a positive outlook on the Chinese
economy, which is backed by the continued rise in internal demand as
a major driver for growth. Capitalizing on the proven success of our
business model and expertise, particularly the anticipated returns from the
existing projects, we are confident of overcoming the challenges ahead as
we continue to grow our business. The Group believes that the successful
launch of CSC Nanchang, CSC Xi‘an and CSC Nanning, in addition to the
ongoing development of CSC Shenzhen, will start and continue to form
broader sources of income to boost revenue and earnings. We expect
target sales of HK$8.0 to 10.0 billion to be achieved in the forthcoming
fiscal year. Furthermore, for the sake of Group’s sustainability in the long
run, we will identify lucrative opportunities to replicate our business model
further across China in a prudent yet proactive manner, to maximize
returns to our shareholders.

Last but not least, on behalf of the Board, | would like to take this
opportunity to express my sincere gratitude to all shareholders, note
holders, customers and business partners for their trust in the Group and
for their unwavering support. | would also like to thank the management
and staff for their professionalism and dedication to the Group.

Cheng Chung Hing
Co-Chairman & Executive Director

Hong Kong, 26 June 2012
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Business Review

During the fiscal year under review, China’s economic growth remained
stable amid unfavorable global economic conditions. The central
government'’s policies, such as tightened monetary controls and various
regulatory measures on the residential market, have resulted in a
nationwide drop in property prices and transaction volumes. However,
the later circumstances has diverted capital to and resulted in growth
momentum in the commercial property market. As one of the leading
developers and operators of large-scale, integrated logistics and trade
centers in China, the Group achieved outstanding financial results in
FY2011/12 riding on our niche positioning to cater to the continued
strong demand in integrated logistics and trade centers as well as our
capability of executing our unique business model.

With more projects launched to the market, China South City recorded
remarkable growth in revenue during the fiscal year under review. Sales
and leasing of CSC Shenzhen continued to deliver sound performance.
Meanwhile, the launch of properties in other projects for sale or pre-sale,
namely CSC Nanchang, CSC Nanning and CSC Xi‘an, have been met
with fervent responses among buyers. In FY2011/12, the Group achieved
total contracted sales and finance lease of HK$7.1 billion, exceeding the
Group's target of HK$7.0 billion. Details on contracted sales and finance
lease are shown in the table below:

Contracted Sales and Finance Lease in FY2011/12

¥ EEE

REBYREE  E2HCEBRELHIRET  F
BB MR BTEER - PRBTHER ZHEBR
DREEMSNSBRIEEE  F2EMEEKRER
SEHATR - MEEFEESTAEAMENS I
BEZMBERIERE ) - REBEATRARGERE
EYRMARRHFOERBAMEER 22— UHEE
A ENETSEHEEREDRNARZZFOFE
BN - WRETBREBHmEREXMES - B
2011/ 120 R F EES BRI BI TG 545 -

BEE ZEE B TS - R A KA BB B
EEFABIER « Y FERRNHERBERERR
HE - EERE - BEXYHESERN  mEERRR
PREMPEAB AELNMEHELTAE RER
e R20M/12MBFE - ARBWTOHERRE
HERFEETATEEL  BREAKE7OHEATH
B - FTASHE M EHENFBHN TR -

2011/ 12 N ERTHNHERBMERE

Contracted area

ASP (before
deduction of
business tax)

Contracted amount
(before deduction
of business tax)

FHERB ok

FTAIEAE (HBR & ZHAT) (F0BR & EBLAT)

sg. m. HK$/sq. m. HK$ million

IR PETT/E K BEAT

CSC Shenzhen RIIEEE I 96,800 13,800 1,335
Trade center LT FH 0 51,300 17,300 889
Office PNE 41,000 10,000 41
Residential property FEWE 4,500 7,700 35
CSC Nanchang EEES=E 344,900 8,900 3,063
Trade center RSH 174,300 11,900 2,076
Residential property EEYE 170,600 5,800 987
CSC Xi‘an TR 98,200 11,500 1,133
CSC Nanning o= 35,300 14,400 507
CSC Heyuan *1 AR R * 1 16,700 10,500 169
CSC Heyuan *2 REERI *2 N/A 7338 N/A 7~ F 894
Total 425+ 7,101

22

*1  Contracted sales up to 28 September 2011 (date of disposing residential
segment of CSC Heyuan)

*2  Balance represented disposal consideration of residential segment of CSC
Heyuan (RMB730 million)

China South City Holdings Limited ZFERFIHIZRGR A T
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With broader income sources from the CSC Shenzhen to four projects
including CSC Shenzhen, CSC Nanchang, CSC Xi‘an and CSC Nanning,
the Group has been heading towards a new era of development.

China South City Shenzhen

As the Group's first project in China, CSC Shenzhen is strategically
located in the heart of the Pearl River Delta region, occupying a site
area of approximately 1.06 million sgq. m. with a planned total GFA of
approximately 2.60 million sg. m.. As of 31 March 2012, a total GFA
of approximately 1.46 million sq. m. of trade center units and ancillary
facilities have been in operation, of which approximately 464,000 sq. m.
make up phase | and the remaining approximately 1.00 million sg. m.
make up phase Il. Phase Il has a planned GFA of approximately 1.18
million sg. m.. Construction of the phase Il office tower, the China South
Development Tower, was completed in March 2012, and it is expected to
commence operation in the first half of FY2012/13. It has a total GFA of
52,000 sg. m., of which 40,000 sg. m. is office space that will specifically
cater to the internal demand from merchants at CSC Shenzhen. The
planned construction work on the multi-functional complex Trade Center
No.5, with a total planned GFA of 327,000 sq. m., has its trade center
units designed for electronic goods, gadgets and accessories, is slated for
completion by the end of FY2012/13.

In FY2011/12, CSC Shenzhen generated sales and finance lease revenue
of HK$971.7 million (FY2010/11: HK$1,572.0 million), of which phase |
and Il trade centers had a GFA of 35,400 sqg. m. (FY2010/11: 85,600 sg. m.)
and sold at an ASP of HK$16,500/sq. m. (FY2010/11: HK$16,800/sq. m.).
It's phase Il office tower, the China South Development Tower, has a GFA
of 31,500 sg. m. secured for finance lease contracts at an average price of
HK$10,200/sq. m. (FY2010/11: Nil). As for the phase Il office tower, the
Global Logistics Center, has a GFA of 9,500 sg. m. entered into finance
lease contracts at an average price of HK$9,500/sq. m. (FY2010/11:
HK$8,800/sq. m.). For the residential properties, a GFA of 4,500 sq. m.
(FY2010/11: 2,300 sq. m.) entered into a finance lease contract at an
average price of HK$7,700/sq. m. (FY2010/11: HK$6,800/sg. m.).

¥ CSC Shenzhen Phase Il & Ill office towers:
Y EER — MR = E AR

¥ Brands in CSC Shenzhen
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During the fiscal year under review, the occupancy of CSC Shenzhen
recorded steady growth. The total occupancy rate of the phase | trade
center and shops increased to 95% in FY2011/12 (FY2010/11: 86%),
while that of phase Il trade center and shops released for rent rose to
48% in FY2011/12 (FY2010/11: 36%). The total occupancy rate of the
phase Il office space was 99% (FY2010/11: 96%). With the growing
maturity of the project, and the subsequent rise in total occupancy rate as
well as traffic flow, there is a gradual increase in rental income, property
management income and hotel income.

CSC Shenzhen phase | currently houses suppliers of five key light industries
mutually-complementary, namely, Textile and Clothing, Leather and
Accessories, Electronics and Accessories, Printing, Paper and Packaging,
and Metals, Chemicals and Plastics. To cope with the development of
CSC Shenzhen and surrounding regions, phase Il now has an expanded
product range that includes industrial raw materials, finished products,
small commodities, themed products and factory outlets. Currently, phase
Il has been partitioned into the Tea and Tea Ware Center, Hong Kong
Products Sales Center, Lighting Center, Underwear Center, Men’s Wear,
Women's Wear, Kids Wear and Kids Wares, Home Furnishing Center, Dry
Food Center, Outlet Center, etc..

The Outlet Center in phase Il trade center is one of our major pillars of
development, which on one hand provides value branded goods to end-
users, and on the other hand increases the overall traffic flow of the
project. Since its grand opening in April 2011, it has incorporated a list
of the major international sportswear brands such as Nike, Adidas, Puma,
Kappa, Fila, Lotto and Li Ning. Recently, the business has extended to
fashion, leather goods and accessories renowned brands, for example,
Daniel Hechter, Le Saunda, Sanrio, Lids, Walker Shop, Baleno, etc..

A CSC Shenzhen Phase Il Hong Kong Products
Sales Center
R EER S E L
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As a modern integrated logistics trading platform, CSC Shenzhen makes
available to its tenants and their customers a full range of services and
facilities that include trade center shops, office facilities, residential
facilities, both bonded and common warehousing, and hotel and dining.
Banking and financial services, on-site logistics services and quality testing
services provided by third parties are available at CSC Shenzhen as well.
There are also on-site governmental organizations. We aim to not only
provide one-stop logistics and trading solution to our users, but also a
comfortable and self-sustainable environment. Leveraging our strong
brand recognition and increasing levels of traffic, food and beverage shops
like McDonald and KFC; banks that include Bank of China, Industrial and
Commercial Bank of China, Agricultural Bank of China, Ping An Bank and
Postal Savings Bank of China; as well as a variety of chain stores such as
China Mobile and China Telecom are well underway to serve our tenants
and their customers at CSC Shenzhen.

The Group always endeavors to provide value to its services and facilities.
Considering the rising trend in online platforms, we aim to revamp our
Shenzhen portal to better connect our trade center shops to our online
platform. In the near future, customers can conduct trade, whether B2B
or B2C, with shops at CSC Shenzhen in person or via our online portal.
Subsequently we plan to provide clearing services online and to extend
our e-commerce services to all other projects.

Industrial Fair at CSC Shenzhen

In April 2012, the Group continue to co-organise the 5th Industrial Fair
with the China Council for the Promotion of International Trade, the
China Chamber of International Commerce and the Shenzhen Municipal
People’s Government. As one of the signature annual events in Shenzhen,
the three-day Industrial Fair aims to boost the economy of the region. It
also brings traffic and business flow to CSC Shenzhen, and continue to
attract international and local exhibitors with its unique sense of glamour
and reputation.
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China South City Nanchang

CSC Nanchang, located in Nanchang, Jiangxi Province, aims to make full
use of its advantageous location as a vigorous, integrated logistics trading
platform for the Pan Pearl River Delta and Yangtze River Delta regions. For
suppliers, manufacturers and merchants, the site is highly accessible with
its ideal location within a complete freight network, including a cargo
marshalling yard, a container terminus and an international airport nearby.
For the general public, the Nanchang West Railway Station, a principal of
high speed rail station currently under construction, is just a few minutes’
drive. In addition, as it stands to benefit from the office relocation plan of
the Jiangxi provincial government to the vicinity of the project site, which
will reveal a shift in the focus of the provincial administration accordingly,
CSC Nanchang will excel with its trade centers, extensive supporting
commercial and residential facilities, which will in turn help to boost the
regional economy, as well as its own economic value, with its profound
business potential.
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CSC Nanchang's trade centers will cover a wide range of industries. With
a site area of approximately 1.54 million sq. m., it will provide a total
GFA of approximately 4.28 million sq. m. upon completion, according
to the construction plans. The project will provide a comprehensive set
of facilities that encompasses trade centers, supporting commercial and
residential facilities, warehouse and car parks. Construction of phase |,
with a planned GFA of 1.09 million sg. m., comprising 705,000 sg. m.
of trade centers and 385,000 sg. m. of supporting residential facilities,
commenced in January 2011. During the fiscal year under review, the
construction work on a GFA of 377,000 sq. m. of trade center units
was completed. For FY2012/13, a total GFA of 713,000 sg. m. has been
planned for construction.

China South City Holdings Limited ZFERFIHIZRGR A T

A CSC Nanchang residential facilities
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CSC Nanchang began to make contribution in FY2011/12, as sales were
given a boost with the successful launch of the phase | trade centers and
residential facilities. Trade Center No.1 and No.2, devised for fashion,
clothing and textiles, and leather goods and accessories, generated
sales revenue of up to HK$1,959.2 million in FY2011/12 with total
GFA 174,300 sg. m. sold at an ASP of HK$11,900/sg. m.. Parts of the
residential facilities of GFA of 385,000 sg. m. were also launched for pre-
sale during the fiscal year under review, and have received particularly
enthusiastic response, a GFA of 170,600 sq. m. was pre-sale at an ASP of
HK$5,800/sg. m..

China South City Xi‘an

Located in the Xi'an International Trade and Logistics Park in Shaanxi
Province, which is well equipped with a railway container terminal and
the largest bonded area in the northwestern regions of China, CSC Xi‘an
is located amidst an extensive transportation network. It is situated at an
exit of the North Third Ring Road, and two subway lines are planned to
pass through. One of the subway stations currently under construction is
just next to our phase | buildings.

CSC Xi'an is a joint venture between the Group and Shenzhen Shi Hao De
Tien Cheng Investment Limited and is 65% owned by the Group. Riding
on the opportunities arising from the country’s strategic development of
China’s western regions, the Group is positioning CSC Xi'an to become a
major, comprehensive logistics and trade center that caters to the growing
development needs in the region with its modern facilities and services.

The project has a planned total site area of approximately 10 million sq.
m. and planned total GFA of approximately 17.50 million sg. m., half
of which will be trade centers, while the remaining half is planned for
ancillary facilities. During the fiscal year under review, construction of a
total planned GFA of 607,000 sg. m. of the phase | trade centers was
in full-swing, and the trade centers achieved an enthusiastic response
in pre-sales. They are being developed with the aim of serving the
machinery and hardware and fashion, clothing and textile industries.
With strong prospects for the foreseeable future, the project will tap the
burgeoning demand for trade centers in a broad range of industries,
including machinery and hardware, as well as construction materials and
automobile accessories industries, and will fill the void of deteriorating old
wholesale centers in the city.

¥ (CSC Xi'an trade centers for machinery and hardware
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China South City Nanning

Strategically located in Nanning, the capital city of the Guangxi Zhuang
Autonomous Region, CSC Nanning distinguishes itself as a critical gateway
between China and the Association of Southeast Asian Nations (“ASEAN").
Located in an extensive transportation network, the site is well connected
to railway stations, international airport and highways. Capitalizing on its
ideal geographical position and the establishment of the China-ASEAN
Free Trade Area, CSC Nanning will be developed to meet the demand in
the Northern Bay Region and Southeast Asia. With the establishment of
the China-ASEAN Free Trade Area, the tariff waiver for cross-border trade
will help boost business and trade activities for CSC Nanning.

The project has a planned total site area of approximately 1.83 million
sg. m. and a planned total GFA of approximately 4.88 million sg. m. upon
completion. Construction of the project is being carried out in stages.
Phase | of the complex has a total GFA of approximately 1.36 million sq. m.,
comprising approximately 895,000 sg. m. of logistics trade centers and
465,000 sq. m. of residential facilities. During the fiscal year under review,
logistics trade centers serving the machinery and hardware, leather,
clothing and textile industries, with a total GFA of approximately 329,000
sg. m. were completed. In FY2012/13, there are logistics trade center of
planned GFA 566,000 sq. m. and residential facilities of 465,000 sq. m., a
total of 1.03 million sg. m., under construction.

The launch of the logistics trade center at CSC Nanning in March 2012
has received favorable feedback. Total revenue of HK$341.2 million
was generated with the sale of GFA of 24,800 sg. m. at an ASP of
approximately HK$14,600/sg. m.. In addition, apart from a long-term
lease contract with a professional market operator of home furnishing
products in China for an entire block, CSC Nanning also received keen
interest in rental for another logistics trade center from merchants
operating tea and tea ware market and featured ASEAN products. These
two logistics trade centers are planned for construction in FY2012/13.
With the keen demand in the local market and from cross border trade
among China-ASEAN countries, the Group is confident about the future
development of CSC Nanning.
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Light Industrial Fair at CSC Nanning

The 8th Light Industrial Fair, co-organized by the Ministry of Commerce
of China as well as the 10 ASEAN Counterparts, and the China-ASEAN
Expo Secretariat, hosted by The People’s Government of Guangxi Zhuang
Autonomous Region, was successfully held at CSC Nanning in October
2011 and it is one of the major annual events of the China-ASEAN Expos.
In light of the success of the Light Industrial Fair, and with the growing
importance of CSC Nanning in the region, the CSC Nanning Exhibition
Center was appointed the official venue of the event by the China-ASEAN
Expo Secretariat.

China South City Heyuan

Located in Heyuan, Guangdong Province, CSC Heyuan comprises a
residential segment with a total site area of approximately 1.14 million
sq. m. and a large-scale integrated logistics and trade center under
planning. The residential segment secured sales income of HK$159.3
million by selling GFA of approximately 16,700 sq. m. at an ASP of
approximately HK$10,500/sq. m. (FY2010/11: HK$10,000/sg. m.) in
FY2011/12 before its disposal on 28 September 2011 for an aggregate
consideration of approximately HK$1,185.9 million (RMB967.8 million) for
equity interest and assignment of loans due from CSC Heyuan.

The Group signed an agreement with the government of Zijin County,
Heyuan, in Guangdong Province in December 2010 to develop an
integrated logistics and trade center. In a bid to ensure that the
development of the trade center segment is in line with the economic
growth and demand in the region, the project outline will be announced
in due course.

New Projects

Leveraging its replicable business model and strong brand recognition,
the Group is poised to at any opportunity select lucrative markets with
high growth potential, particularly among provincial cities in China, so as
to sustain the Group’s development in the long run. For the fiscal year
under review, two new projects have been included in our development
blueprint.
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China South City Harbin

The Group entered into an agreement with the Harbin Daowai District
People’s Government in October 2011 to develop a large-scale integrated
logistics and trade center.

CSC Harbin is strategically located in Harbin, the capital city of
Heilongjiang Province. Capitalizing on its beneficial position in Northeast
China, a premier hub for cross-border trade with countries in Northeast
Asia, and its proximity to the China-Russia border, the project aims to
capture opportunities arising from the emerging development potential in
the area. With a planned total site area of approximately 5 million sg. m.
and a planned GFA of approximately 6.30 million sg. m. upon completion,
CSC Harbin will be developed in phases. In June 2012, CSC Harbin has
successfully bid for the land of approximately 263,000 sg. m.

China South City Zhengzhou

In April 2012, the Group entered into an agreement with Xin Zheng
City People’s Government in Henan Province to develop a large-scale
integrated logistics and trade center. CSC Zhengzhou is located in
Zhengzhou, the capital city of Henan Province, which is highly accessible
with extensive land and air network as it is a main passenger and freight
hub via the extensive highway and railway networks in China plus one of
the most important international airport in the country. CSC Zhengzhou
plans to occupy an estimated total net land area of approximately 7
million sg. m. and will develop in phases so as to echo the government’s
plans for urban rejuvenation, especially the relocation and consolidation
of old wholesale markets in the city. Benefitting from its prime location
in Zhengzhou City, the project aims to cater to the strong demand for
integrated logistics and trade centers in China’s interior regions, and will
provide a convenient trading platform to promote trade among cities
in central China. The Group expects to acquire parts of the land for the
project in FY2012/13.
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Green and Cost Saving

Being environmentally-friendly is a key component of the Group's
commitment to sustainable development. As a responsible enterprise,
the Group strives to achieve a balance between development and
conservation by integrating environmental considerations into the
planning, operation and maintenance of its projects. As such, the Group
endeavors to introduce advanced energy-saving technologies and systems
to its projects, including the following:

LED lighting system: boasting greater efficiency, energy savings and low
carbon emissions. Widely adopted at CSC Shenzhen, CSC Nanchang, CSC
Nanning, CSC Xi’an and will extend to all new projects.

Automation system: encompasses lighting, air-conditioning and
elevators used to reduce electricity consumption and costs. Apart from
CSC Shenzhen phase Il trade centers, it will also be installed at all newly
constructed buildings of our projects.

Photovoltaic system: mounted on the roof of the buildings in order to
power the DC LED lighting systems in the underground car parks at CSC
Shenzhen, CSC Nanchang and CSC Nanning as well as the public areas at
CSC Shenzhen.

Combined Cooling, Heating and Power (“CHP”) system: the CHP
system is under construction at CSC Nanchang. Since the unconsumed
energy during electricity generation could be recycled and reused, the
system could save energy and costs, and reduce emission.

With the expansion of our business and in light of our commitment to
environmental conservation, the Group will continue to adopt good
practices in energy savings as well as to identify and develop other
suitable energy management systems with the use of renewable energy in
our projects as it aims to benefit the environment at large, to contribute
towards better sustainability and to achieve cost reduction in the long run.
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Financial Review

For FY2011/12, the Group reported a remarkable growth in its financial
performance, with revenue growth of 64.3% to HK$3,670.8 million
(FY2010/11: HK$2,234.0 million), and profit attributable to owners of
the parent for the year grew 33.4% to HK$2,070.7 million (FY2010/11:
HK$1,552.5 million). Excluding the effect of fair value gains on investment
properties and related tax effect, profit attributable to owners of the
parent for the year as adjusted increased by 140.3% to HK$1,303.0
million (FY2010/11: HK$542.3 million). Basic earnings per share increased
to HK34.58 cents (FY2010/11: HK25.95 cents).

Revenue

Revenue increased by 64.3% to HK$3,670.8 million (FY2010/11:
HK$2,234.0 million). The increase was mainly due to the commencement
of sales of trade center units at CSC Nanchang and CSC Nanning during
the fiscal year under review.
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FY2011/12 FY2010/11 Change

2011/12 2010/11
HBEE HFEE g
HK$'000 HK$'000 %

FET T
Sales of properties MEEE 3,010,808 1,832,580 64.3%
Sales of trade centers units HEX GO E 2,851,531 1,358,310 109.9%
Sales of residential properties HEFEDE 159,277 474,270 (66.4%)
Finance lease income BEHEEWA 420,515 213,729 96.8%
Rental income HE WA 166,393 133,453 24.7%
Property management service income MEEIBREIA 41,500 30,695 35.2%
Hotel income SBETEHA 26,946 21,670 24.3%
Other fee income Hh&ERKA 4,605 1,906 141.6%
3,670,767 2,234,033 64.3%
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Revenue from Sales of Properties

Revenue from sales of properties increased by 64.3% to HK$3,010.8
million (FY2010/11: HK$1,832.6 million). The increase was mainly due to
the commencement of sales of trade center units in CSC Nanchang and
CSC Nanning, which contributed revenue to the Group of approximately
HK$2,300.4 million. The sales made by each project have been illustrated
as follows:
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ASP (before deduction Sales revenue
of business tax) GFA sold (Net of business tax)
(HKS$/sq. m.) (sq. m.) HKS$ million
FHER HEWA
(MBREEBAD) CEREEE (MR ERM)
(BRIEHK) (FA*) BEET
FY2011/12 FY2010/11 FY2011/12 FY2010/11 FY2011/12 FY2010/11
2011/12 201011 2011/12 201011 2011/12 201011
HREE MBEE HREE HHER HHEE HHER
(CSC Shenzhen FER, 16,500 16,800 35,400 85,600 551.1 1,358.3
CSC Nanning HEEEY 14,600 - 24,800 - 341.2 -
(CSC Nanchang MEERN 11,900 - 174,300 - 1,959.2 -
CSC Heyuan RER, 10,500 10,000 16,700 50,200 159.3 474.3
Total st N/A FER N/A g 251,200 135,800 3,010.8 18326
Finance Lease Income MEHEEWRA

Finance lease income, derived from the leasing of office towers and
residential properties, increased by approximately 96.8% to HK$420.5
million (FY2010/11: HK$213.7 million). The increase was primarily
attributable to finance lease contracts secured since the completion of the
phase Il office tower in CSC Shenzhen during the fiscal year under review.

During the fiscal year under review, the Group entered into finance lease
contracts with tenants for approximately 45,500 sq. m. (FY2010/11:
26,200 sg. m.) at an average price of HK$9,800/sq. m. (FY2010/11:
HK$8,600/sg. m.).

Rental Income

Rental income increased by 24.7% to HK$166.4 million (FY2010/11:
HK$133.5 million). The increase was attributable to the continuous
increase in rental income of phase | and Il trade center of CSC Shenzhen.

Occupancy at CSC Shenzhen has been driven by the demand for large-
scale integrated logistics and trade center facilities, and the growing
profile of China South City. As at 31 March 2012, the total occupancy
rate of phase | trade center and shops increased to approximately 95%
(31 March 2011: 86%), while the total occupancy rate for phase Il
trade center and shops increased to 48% (31 March 2011: 36%) of the
launched area. The average effective monthly rental rate for both phase |
and phase Il trade centers and shops was approximately HK$35 per sg. m.
(31 March 2011: phase I: HK$32/sg. m.; phase Il: HK$34/sq. m.).
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Property Management Service Income

Income from property management services rose by 35.2% to HK$41.5
million (FY2010/11: HK$30.7 million). The increase in income was mainly
due to the contribution of rising property management fee from CSC
Shenzhen phase | and Il trade centers and supporting facilities, with an
increase in the total occupancy rate of the launched area up to 95% and
48% respectively as at 31 March 2012.

Cost of Sales

The Group's cost of sales mainly includes construction costs of properties
sold, construction costs of properties held for finance lease and rental
expenses. Cost of sales increased by 59.2% to HK$1,434.7 million
(FY2010/11: HK$901.0 million).

The increase was in line with the area of the properties sold and properties
entered into finance lease contracts during the fiscal year under review.

Gross Profit

Gross profit increased by 67.7% to HK$2,236.1 million (FY2010/11:
HK$1,333.0 million). Gross profit margin was slightly increased to 60.9%
during the fiscal year under review (FY2010/11: 59.7%). The rise in
gross profit margin was mainly attributable to an increase in the revenue
contribution from the property development segment. Revenue from
property development segment enjoyed a relatively higher gross profit
margin of 63.1% when compared to the Group’s other segments.

Other Income and Gains

Other income and gains significantly increased by 1,285.3% to HK$547.2
million (FY2010/11: HK$39.5 million). The increase was mainly due to the
gains generated from disposal of subsidiaries.

During the fiscal year under review, the Group disposed of three wholly-
owned subsidiaries: Fortune Pace Investments Limited, Fortune Great
Investment Limited and China South City Enterprise (Heyuan) Co. Ltd.
("Heyuan Enterprise”), which included development rights for the
residential portion of the Heyuan project. The subsidiaries were disposed
for a total consideration of RMB730.0 million (approximately HK$894.5
million), bringing an after-tax gain of approximately HK$380.4 million to
the Group.

Fair Value Gains on Investment Properties

The fair value gains on investment properties decreased by 23.7% to
HK$1,117.7 million (FY2010/11: HK$1,464.2 million). During the fiscal
year under review, the fair value gain was mainly contributed from new
properties in CSC Nanning, for which fair value was compared with the
booked land and construction costs. The value of the Group’s properties
in Shenzhen remained stable.

For last fiscal year, the fair value gain was mainly contributed from new
and existing properties in CSC Shenzhen. As the property price in Nanning
is lower than that in Shenzhen, the balance of fair value gain was declined
in the fiscal year under review.
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Selling and Distribution Costs

Selling and distribution costs increased by 67.6% to HK$187.3 million
(FY2010/11: HK$111.8 million). The increase was mainly attributable to
advertising and promotional expenses incurred by our new projects in
Nanchang, Nanning and Xi'an, for which these projects have commenced
sales or pre-sales during the fiscal year under review.

Administrative Expenses

Administrative expenses increased by 68.6% to HK$350.9 million
(FY2010/11: HK$208.1 million). The increase was primarily due to the
increase in business activities from new projects and the expansion of the
management team and increased number of employees. During the fiscal
year under review, the Group has granted 226,900,000 share options
to a director and certain employees, and HK$42.3 million share option
expenses were recorded.

Finance Costs

Finance costs were up by 93.1% to HK$58.9 million (FY2010/11: HK$30.5
million). The rise was mainly attributable to an increase in new bank and
other loans for general business purposes with interest expenses recorded
through income statement. The increase in the interest rate announced
by the People’s Bank of China during the fiscal year under review also
contributed to the increase in finance costs.

Tax

Tax expenses recorded an increase of 38.4% to HK$1,258.0 million
(FY2010/11: HK$908.7 million). The increase in tax expenses was
attributable to the increase in current income tax expenses and land
appreciation tax as a result of the income generated from CSC Nanchang
and CSC Nanning during the fiscal year under review.

Prepayments, Deposits and Other Receivables

Prepayments, deposits and other receivables increased by 2,449.1%
to HK$866.8 million (31 March 2011: HK$34.0 million). The increase
was mainly arose from the consideration receivable generated from the
disposal of three wholly-owned subsidiaries with a total consideration of
RMB730.0 million (approximately HK$894.5 million) and the consideration
receivable for assignment of the loan due from these wholly-owned
subsidiaries with total consideration of RMB237.8 million (approximately
HK$291.4 million). As at 31 March 2012, the remaining consideration
receivable from the disposal was approximately HK$757.0 million.
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Regarding the disposal of residential segment of CSC Heyuan, as disclosed
in the announcement dated 28 September 2011, the total consideration
of approximately RMB967.8 million (including RMB730 million of equity
interest and RMB237.8 million of assignment of loans will be settled by
several installments within 9 months after the date of disposal. A total
installments amount of RMB300 million was received up to 28 March
2012. On 28 March 2012, a mutual supplemental agreement was made
by all contracted parties to reschedule the remaining consideration into
three installments on or before 31 March 2012, 15 June 2012 and 31 July
2012 for the amount of RMB50 million, RMB50 million and RMB567.8
million, respectively.

The Group has collected RMB50 million on 31 March 2012 and 14 June
2012 from the purchasers, respectively.

Trade and Other Payables

Trade and other payables increased by 393.2% to HK$6,529.7 million (31
March 2011: HK$1,324.1 million). The increase was mainly due to the
increase in construction fees and retention payables as construction of
new projects are underway, and the increase in sales and rental deposits
received and receipts in advance (including those received for contracted
sales) arising from new projects. As at 31 March 2012, the balance of
construction fees and retention payables and deposits received and
receipts in advance were HK$2,716.3 million and HK$3,462.5 million,
respectively.

Liquidity and Financial Resources
The Group finances its operations primarily through internally generated
funds, bank and other loans and senior note financing.

Borrowing and Charges on the Group’s Assets

As at 31 March 2012, the Group had HK$3,832.0 million in cash and
cash equivalents and restricted cash (31 March 2011: HK$4,564.5
million), among which non-restricted cash and cash equivalents were
approximately HK$3,315.7 million (31 March 2011: HK$4,521.3 million).
The Group's cash and cash equivalents and restricted cash were primarily
denominated in RMB, HK dollars and US dollars.

As at 31 March 2012, the Group had approximately HK$6,618.4 million
in interest-bearing bank and other borrowings and senior notes (31 March
2011: HK$6,142.8 million). The Group had aggregated interest-bearing
bank and other borrowings of approximately HK$4,773.4 million as at 31
March 2012 (31 March 2011: HK$4,242.7 million), of which HK$2,740.3
million will be repayable within one year or on demand, approximately
HK$576.6 million will be repayable in the second year, approximately
HK$985.9 million will be repayable in the third to fifth years and
approximately HK$470.6 million will be repayable after five years. As at
31 March 2012, the Group's interest-bearing bank and other borrowings
of approximately HK$2,958.7 million were secured by certain buildings,
hotel properties, investment properties, properties under development,
leasehold land and properties held for sales with a total carrying value of
approximately HK$8,855.1 million.
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All interest-bearing bank and other borrowings of the Group bear interest
at floating rates that range from 5.98% to 7.87% (31 March 2011: 4.78%
to 6.10%) per annum and which are denominated in RMB. Furthermore,
as at 31 March 2012, the Group had unused banking facilities of
approximately HK$2,200.3 million. The Group will deploy these banking
facilities as appropriate, depending on project development needs and
working capital status.

In FY2010/11, the Company issued senior notes due in January 2016
with a nominal value of US$250.0 million (equivalent to approximately
HK$1,950.0 million) at a coupon rate of 13.5% per annum for the
purpose of financing existing and new projects and for general corporate
use. During the fiscal year under review, the Company repurchased
from the market a portion of the senior notes with nominal value of
US$9.0 million. The average repurchase price was at 74.8% of the senior
note’s nominal value. The repurchase was made at a total consideration
of approximately US$6.9 million, and a gain of HK$14.0 million was
recorded. As at 31 March 2012, the carrying value of the Group’s senior
notes was HK$1,845.0 million.

Gearing ratio

The Group’s gearing ratio (net debt divided by total equity) was 21% as at
31 March 2012, 27% as at 30 September 2011 and 15% as at 31 March
2011, respectively.

Net Current Assets and Current Ratio

As at 31 March 2012, the Group had net current assets of HK$2,350.4
million (31 March 2011: net current assets HK$2,064.7 million). The
current ratio was at 1.22 (31 March 2011: 1.53).

Contingent Liabilities

The Group has provided guarantees with respect to banking facilities
granted by certain banks in connection with mortgage loans entered into
by purchasers of the Group's trade center units and residential properties,
and bank loans entered into by lessees of the Group’s residential and
commercial properties. As at 31 March 2012, the guarantees amounted
to HK$352.6 million (31 March 2011: HK$152.6 million). The guarantees
granted to purchasers will be released when the purchasers obtain the
building ownership certificates, which will then be pledged with the
banks. For leased residential and commercial properties, the guarantees
will be released accordingly along with the repayment of loan principals
by the lessees.
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Management Discussion and Analysis (Continued)

EEEWR D (&)

Up to the end of the reporting period, the Group provided guarantees for
bank facility in the amount of HK$78.9 million to Heyuan Enterprise. As
agreed by both the Group and the purchaser of Heyuan Enterprise on 28
March 2012, the guarantees provided by the Group for Heyuan Enterprise
will be released by 31 July 2012 or otherwise the purchaser of Heyuan
Enterprise will pay on behalf of the Group for any payments requested by
the bank relating to the bank facility.

Commitments

As at 31 March 2012, the Group had future capital expenditure
contracted but not yet provided in the amount of HK$3,129.6 million (31
March 2011: HK$966.1 million), and authorized but not yet contracted in
the amount of HK$2,731.7 million (31 March 2011: HK$6,408.7 million).

Foreign Exchange Risk

The Group conducts its business mainly in Renminbi; this includes our
income and expenses, assets and liabilities. During the fiscal year under
review, the exchange rate of Renminbi to HK dollars and US dollars
increased steadily. The Group’s management believes that the fluctuation
of the Renminbi will not have a significant impact on the Group's
operations. The Group has not issued any financial instruments for
hedging purposes.

Acquisitions and Disposals of Subsidiaries and Associated
Companies

Aside from the disposal of three wholly-owned subsidiaries — Fortune
Pace Investments Limited, Fortune Great Investment Limited and Heyuan
Enterprise — as mentioned above, the Group made neither material
acquisitions nor disposals of subsidiaries and associated companies in the
fiscal year under review.

Land for Projects and Restriction on Sales

The Group signs project agreements with local governments prior to the
development of all projects in order to outline the blueprints of relevant
projects in the area. Agreements generally set out the intended size and use
of land. However, the acquisition of land, actual land area and other land
restrictions are subject to the relevant regulations and local government
procedures of public tender, auction and listing. The actual area of the
land acquired and other relevant conditions will be subject to these
procedures.

China South City Holdings Limited ZERFIHIZREGR A T
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Management Discussion and Analysis (Continued)
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The progress of the land acquisition and project development depends
on the progress of the Group’s planning and construction of the relevant
projects, as well as the procedures required and the time required for
each of these procedural formalities as determined by the different local
government departments, including the approval for land use quotas,
the requisition and planning of land, the changing of land use, and
the evaluation and valuation process prior to the procedures of public
tender, auction and listing. As the time taken and requirements for such
procedures vary in different places, as do the formalities and time the
Group requires for applying for certificates for different projects, the
Group adjusts the development for each project accordingly. In view of its
substantial land bank and greater flexibility in project planning, the Group
believes such circumstances have little impact on its development as a
whole.

Pursuant to certain land grant contracts signed by CSC Shenzhen, the
saleable GFA of CSC Shenzhen properties built on these parcels of land
is limited to 30% of the total buildable GFA. The Group builds and holds
the properties with restrictions for leasing and self-use. Pursuant to
certain land grant contracts signed by CSC Nanchang and CSC Nanning
in 2009, the saleable GFA of trade centers and storage facilities built on
these parcels of land are limited to 60% of the total buildable GFA. This
restriction does not apply to properties built for residential, commercial
and other uses, and also does not apply to the land obtained by CSC
Nanchang and CSC Xi‘an in 2011, nor the land acquired by CSC Harbin in
June 2012.

Human Resources

As at 31 March 2012, the Group had a workforce of approximately
2,100 people, including approximately 1,900 people directly employed
by the Group and approximately 200 people employed by our jointly-
controlled entities. The number of staff increased by 12.3% from 1,870
as at 31 March 2011. During the fiscal year under review, the total
employee benefit expenses amounted to HK$262.8 million, increased by
83% (FY2010/11: HK$143.4 million). The Group aims to recruit, retain
and develop competent individuals who are committed to the Group's
long-term success and growth. Remunerations and other benefits of
employees are reviewed annually both in response to market conditions
and trends, and are based on qualifications, experience, responsibilities
and performance. In addition to basic salaries and other staff benefits,
discretionary bonuses and share options may be awarded to employees
who display outstanding performance and contributions to the
Group. During the fiscal year under review, the Company has granted
226,900,000 share options to a director and certain employees.
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Project Portfolio
HEAS

Properties held for sale/finance lease

FEHE/MEREYRE

40

Project site
Group's area Approx. GFA  Completion
Project Location Interest (sq. m.) Description (sq.m)  Year
EEEREER BHREER
JEH B AEBEESR (FHK) AR (EHK)  RIFH
China South City Shenzhen ~ No. 1 Hua Nan Main Road, 100% 1,060,000 Phase | trade centers 6,900 2004
TR Pinghu, Longgang District, —BZ5%0
Shenzhen, China
BRI I T4 Phase Il residential facilities
EPRER — West Garden 23000 2008
“HRERERE
—EBAL
Phase Il commercial and other
supporting facilities
— Warehouse 43,900 2008
HREREBEESRS
— Bk
— Global Logistics Center 4,200 2010
— RIRMRRO
Phase Il trade centers 1,200 2009
ZHRSPD
Phase Il commercial and other
supporting facilities
— Office Tower 8400 2012
“HREREBEESRS
— B
China South City Nanning No. 56, Shajing Blvd, Jiangnan 100% 890,000 Phase | trade centers 281,900 2012
HEERH District, Nanning City, Guangxi —HRZH 0
Zhuang Autonomous Region,
China
HEERmTRE AREED
IREDHRES6H
China South City Nanchang ~ China South City Nanchang, 100% 1,537,000 Phase | trade centers 125,800 2012
HEERN Xiangyun Blvd, —BZ 5%
Honggutan New District,
Nanchang City,

Jiangxi Province, China
HEIIFEE R EMAREN R
HEAEBEERY

China South City Holdings Limited ZFERFIHIZRGR A T



Project Portfolio (Continued)
HBEMAS ()

Properties for Investment

REW=
Group’s Approx. GFA
Project Location Interest Description (sg. m.) Lease Term
MAREEE
EH 1t 26 rEEREE AE (EFHK) BNFEH
China South City Shenzhen  No. 1 Hua Nan Main Road, 100% Phase | trade centers 167,100  Medium Term Lease
RINZE R Pinghu, Longgang District, —HRZH 0 HEAZ LY
Shenzhen, China
RELFY M EEE R Phase | Commercial and other
FhEERE R supporting facilities
— Business centers 22,400  Medium Term Lease
—HiEE R E MR ERE REIZZA
— BBRL
Phase Il trade centers 352,800  Medium Term Lease
ZHZSH0 i ERE2 A
Phase Il commercial and other
supporting facilities
— Global Logistics Center 15,100 Medium Term Lease
“HmEREMELERE HERZ A
— BRI L
— West Garden Shopping 15,200  Medium Term Lease
Plaza HHAZ 4
— EEREBES
Phase Il commercial and other
supporting facilities
— Office tower 4,400  Medium Term Lease

—HBERENRERE
— g

SRS
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Project Portfolio (Continued)
HBEMAS ()

Properties under Development — with Land use Rights Certificates

REDYE-RELHERERS

Approx. Estimated
Group's  Project site Approx. GFA under completion
Project/Location Interest areald GFA@  Description construction®  Stage of completion calendar year
BRERL )
BR/MY rEEER wEEY  BEEEC AR HREEERY TAKR BARIEE
(sq.m.) (sq.m.) (sq.m.)
(FrK)  (FhK) (FHX)
1. China South City Shenzhen 100% 1,060,000 2,120,000 a.  Trade centers, commercial and 327,000 Superstructure in progress 2012-2013
FYEE supporting facilities TETREAT
No. 1 Hua Nan Main Road, Pinghu, e BEREMEERE
Longgang District, Shenzhen, China
FEAmREEE T b.  Remaining portions - Planning -
EN BTHH RE
2. China South City Nanning 100% 890,000 2,397,000 a.  Trade centers, residential, commercial 1,031,000  Superstructure in progress 2012-2013
BEZEY and supporting facilities TETREAT
No. 56, Shajing Blvd, Jiangnan RERL BT BRRABEERE
District, Nanning City, Guangxi
Zhuang Autonomous Region, China b. Remaining portions - Planning -
PEEEAREAREED BTHH RE
TR HAES 5
3 China South City Nanchang 100% 1,537,000 3,529,000 a.  Trade centers, residential, commercial 713,000 Superstructure in progress 2012-2013
HEEMY and supporting facilities FETREND
China South City Nanchang, RGP FE - BEREMEELS
Xiangyun Blvd,
Honggutan New District, b, Remaining portions - Planning -
Nanchang City, BTEHS Rl
Jiangxi Province, China
FEIEERETAAENR
HEXBHEERY
4. China South City Xi'an 65% 596,000 1,686,000 a.  Trade centers, commercial and other 607,000 Superstructure in progress 2012-2013
BREE supporting facilities FETREAT
No.8, Port Avenue, Xi'an International RgR - BEREMEERE
Trade & Logistics Park, Xi*an City,
Shaanxi Province, China b. Remaining portions - Planning -
PEREERLTARERARE BTHn REl
BRI I
5. China South City Harbin 100% 263,0009 835,000 Construction has not been commenced - Planning -
REEERY BRAFR REl
Tuan Jie Town, Daowei District,
Harhin City, Heilongjiang Province, China
FEREIEREEMENERLA
Note 1: The Group has acquired these parcels of land as at 31 March 2012. MRET + ANEER201263A31HERIEZ SR -
Note 2: The approximate GFA does not include the area of underground facilities. WiE2 « MABREEBE TR IEMERMEEE
Note 3: The approximate GFA under construction includes the area of underground  Fi5E3 © B E R T2 2 EEME B IE /KR MM TE
facilities.
Note 4: The Group has successfully bid for these parcels of land on 16 June 2012. MiET4 © NEER2012496 A 16 BN FRIZ IS E 1
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Financial Summary

B TEEER

Year ended 31 March

HE3ANBLEE
2012 2011 2010 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TET THET THET TET
RESULTS ES
Revenue LN 3,670,767 2,234,033 1,570,229 224,399 562,880
Gross Profit E7 2,236,096 1,333,048 982,707 70,759 276,904
Profit before tax TaAE 3,305,515 2,452,776 2,112,991 1,025,740 796,850
Income tax expense FREHBX (1,257,953) (908,658) (785,345) (272,170) (241,726)
Profit for the year REEFE 2,047,562 1,544,118 1,327,646 753,570 555,124
Attributable to: TH& F ek -
Owners of the parent BRAEEA 2,070,708 1,552,455 1,329,593 754,048 556,075
Non-controlling interests FERER (23,146) (8,337) (1,947) (478) (951)
Net profit/(loss) attributable to REHREME AT EWE R
owners of the parent excluding il 2= di0l SYNG]
fair value gains on investment BEAEEFAE
properties & related tax effect (FE1R) 1,303,046 542,339 410,692 (106,034) 58,176
ASSETS AND LIABILITIES BERAE
Non-current assets ERBEE 17,421,439 15,398,215 11,379,165 8,398,009 5,774,890
Current assets MEERE 13,244,904 5,985,682 4,920,603 923,306 1,531,378
Total assets BEBE 30,666,343 21,383,897 16,299,768 9,321,315 7,306,268
Current liabilities Ve 10,894,500 3,920,948 2,853,708 1,565,645 935,479
Non-current liabilities ERBEE 6,776,552 6,844,913 4,419,375 3,259,712 2,728,237
Total liabilities BEATE 17,671,052 10,765,861 7,273,083 4,825,357 3,663,716
Equity attributable to owners SAREBAREE
of parent =3y 12,938,680 10,540,914 8,913,024 4,461,963 3,608,780
Non-controlling interests iR 56,611 77122 113,661 33,995 33,772
Total equity BERBE 12,995,291 10,618,036 9,026,685 4,495,958 3,642,552
Earnings per share attributable ~BERBARZER
to ordinary equity holders BRBEEAZ
of the parent EREF
Basic HE HK34.58 cents  HK25.95cents  HK25.32 cents  HK16.76 cents N/A
Al gl bl Al NEA
Diluted ] HK34.51 cents ~ HK25.80 cents ~ HK25.10 cents ~ HK16.76 cents N/A
Bl gyl &l Al TER
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Biographical Details of Directors and Key Management

ESRTEEEERE

Executive Directors

Mr. CHENG Chung Hing, aged 51, is our Co-Chairman and an executive
Director. He is a co-founder of our Group and has been appointed as a
Director since 2 August 2002. He is primarily responsible for formulating
the overall strategies and assessing the performance of the Group as
well as providing leadership for the Board. He has more than 28 years of
management experience in the manufacturing, wholesale and distribution
businesses. Mr. Cheng has been awarded the “Young Industrialist Awards
of Hong Kong 1997” from the Federation of Hong Kong Industries, the
Distinguished International Entrepreneur of the Year Award 1997 from
San Francisco State University and the Chinese Outstanding Entrepreneur
Award 2008 from the China Enterprise Confederation and the China
Enterprise Directors Association. Mr. Cheng is the vice chairman of the
China Chamber of International Commerce, a member of the 10th
Guangxi Zhuang Autonomous Region Committee of the Chinese People’s
Political Consultative Conference and a member of the 3rd, the 4th and
the 5th Shenzhen Committee of the Chinese People’s Political Consultative
Conference. Mr. Cheng is also presently the foundation honorary
chairman of Gem and Jewelry Committee of China General Chamber of
Commerce, a standing member of the China Enterprise Confederation
and the China Enterprise Directors Association, vice president of the
China Chamber of International Commerce Shenzhen, chairman of the
Shenzhen Logistics and Supply Chain Management Association, vice
chairman of the Federation of Shenzhen Industries, honorary life president
of the Hong Kong Gemstone Manufacturers’ Association Limited, and
honorary chairman of Zhejiang Pearl Trade Association. Mr. Cheng is also
the chairman of Man Sang International Limited, a company listed on
the Main Board of The Stock Exchange of Hong Kong Limited (”Stock
Exchange”) (stock code: 938) and the director of China Metro-Rural
Holdings Limited (formerly known as Man Sang International (B.V.1.)
Limited), a company listed on the NYSE Amex, formerly known as the
American Stock Exchange (ticker symbol: CNR). Mr. Cheng is a younger
brother of Mr. Cheng Tai Po, a non-executive Director.
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Biographical Details of Directors and Key Management (Continued)

EERFIEEEERERE (&)

Mr. LEUNG Moon Lam, aged 56, is the Chief Executive Officer and
an executive Director. He is a co-founder of our Group and has been
appointed as a Director since 1 June 2002. He is primarily responsible
for the execution of the Board's decision and the overall management
of the Group. He has more than 28 years of management experience in
the garment manufacturing, wholesale and distribution businesses. Mr.
Leung received the Chinese Outstanding Entrepreneur Award 2008 from
the China Enterprise Confederation and the China Enterprise Directors
Association. Mr. Leung was a member of the 3rd and the 4th Shenzhen
Committee of the Chinese People’s Political Consultative Conference. At
present, Mr. Leung is a member of the Liaoning Committee of the Chinese
People’s Political Consultative Conference, the vice chairman of the Jiangxi
Chinese Overseas Friendship Association, chairman of Shenzhen Textile
Industry Association, the executive chairman of the Shenzhen Leather
Industry Association, an honorary chairman of the Shenzhen Longgang
Charity Association and the honorary professor of Business of Hang Seng
School of Commerce. Mr. Leung was newly appointed as the president of
the Federation of Hong Kong Shenzhen Associations in December 2011.
Also, Mr. Leung is the chairman of Wetter (China) Limited and Kings Faith
International Limited.

Professor XU Yang, aged 73, is an executive Director. Professor Xu
joined our Group as a senior consultant in September 2002, and was
appointed as a Director since 4 February 2008. He is primarily responsible
for the general development direction, operational strategy, market
promotion, and governmental relations of the Group. Professor Xu has
over 23 years of experience in capital operations management, focusing
on optimizing allocation and managing the use of capital in business
operations. From 1992 to 2000, Professor Xu was the chairman of
Shenzhen Investment Limited (previously known as Shum Yip Investment
Limited, which is listed on the Main Board of the Stock Exchange, stock
code: 604). He was the vice chairman of the 2nd Shenzhen Committee
of the Chinese People’s Political Consultative Conference, deputy chief
secretary of the Shenzhen Municipal Government and director of the
Shenzhen Economic Development Bureau. Professor Xu is currently the
permanent honorary chairman of the Federation of Shenzhen Industries,
honorary chairman of Shenzhen Enterprise Confederation and Shenzhen
Entrepreneur Association and deputy chairman of China National
Industrial and Economic Association. Professor Xu graduated from Harbin
Institute of Technology in 1964. He completed the Stanford executive
program at Stanford University in 1988. He also holds the qualification of
senior engineer.
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Biographical Details of Directors and Key Management (Continued)
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Non-Executive Directors

Dr. MA Kai Cheung, s8s, B8S, aged 70, is our Co-Chairman and a
non-executive Director. He is a co-founder of our Group and has been
appointed as a Director since 2 August 2002. He is primarily responsible
for advising on the formulation of the Group’s general business models
and development strategies and major issues. Dr. Ma has more than
41 years of management experience in garment distribution and
manufacturing businesses. Dr. Ma was awarded a Bronze Bauhinia Star
(BBS) and a Silver Bauhinia Star (SBS) by the Government of Hong Kong
Special Administrative Region in 2003 and 2009 respectively. Since 1998,
he has been a member of the National committee of the Chinese People’s
Political Consultative Conference. Dr. Ma is the president of Shenzhen
Overseas Chinese International Association, permanent honorary president
of Hong Kong Chiu Chow Chamber of Commerce Limited, chairman and
executive committee member of Federation of Hong Kong Guangdong
Community Organizations, president of Hong Kong & Kowloon Chiu
Chow Public Association and permanent honorary chairman of Federation
of Hong Kong Chiu Chow Community Organizations. Dr. Ma received
an honorary doctoral degree in philosophy from the Morrison University
in the United States in 2004. He received a fellowship from the Asian
Knowledge Management Association in 2008. Dr. Ma is also the chairman
of Tak Sing Alliance Holdings Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 126).

Mr. SUN Kai Lit Cliff, 88S, Jp, aged 58, is a non-executive Director. He is
a co-founder of our Group and has been appointed as a Director since 2
August 2002. He is primarily responsible for advising on the formulation
of the Group’s general business models, development strategies and
major issues. Mr. Sun is an associate of the Institute of Industrial Engineers
of Ohio and has over 33 years of management experience in the
businesses of wholesale distribution and manufacturing of kitchenware
and other metal and plastic products. He was appointed as Justice of
the Peace (JP) and was awarded a Bronze Bauhinia Star (BBS) by the
Government of Hong Kong Special Administrative Region in 2003 and
2006 respectively. At present, Mr. Sun is a member of the 10th Zhejiang
Committee of Chinese People’s Political Consultative Conference and a
member of the Standing Committee of the 13th Ningbo Committee of
Chinese People’s Political Consultative Conference. He is also the honorary
chairman of the Federation of Hong Kong Industries, honorary chairman
of The Hong Kong Exporters’ Association, honorary chairman of the Hong
Kong Q Mark Council, president of the Hong Kong Plastics Manufacturers
Association Ltd. and the honorary founding president and executive
vice president of Shenzhen Overseas Chinese International Association.
Mr. Sun is the executive director of Kinox Enterprises Limited and Kin
Hip Metal and Plastic Factory Ltd. He is currently an independent non-
executive director of Ming Fai International Holdings Limited (stock code:
3828) and Ka Shui International Holdings Ltd., (stock code: 822), which
are listed on the Main Board of the Stock Exchange.
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Dr. MA Wai Mo, aged 68, is a non-executive Director. He is a co-founder
of our Group and has been appointed as a Director of the Company since
2 August 2002. He is primarily responsible for advising on the formulation
of the Group’s general business models, development strategies and
major issues. He has more than 33 years of management experience in
the printing and packaging, manufacturing, wholesale and distribution
businesses. Dr. Ma was a member of the 3rd and the 4th Shenzhen
Committee of the Chinese People’s Political Consultative Conference, the
chairman of the 13th, 14th, 16th and 17th Hong Kong Corrugated Paper
Manufacturers’ Association. Currently, he is a member of the Committee
of Foreign and Overseas Chinese Affairs, the Standing Committee of
Shenzhen Municipal People’s Congress, the honorary chairman of the
2nd Chaoyang District Shantou City Committee of the Chinese People’s
Political Consultative Conference, the vice chairman of the 7th general
committee of the China Packaging Federation, the honorary chairman of
the 7th and 8th Shenzhen Packaging Association, the vice president of
the 7th and the 8th Guangdong Printing Association, the executive vice
president of the Guangdong Overseas Chinese Enterprises Association, the
honorary founding president and the executive vice president of Shenzhen
Overseas Chinese International Association, and the chairman of the
Shenzhen Graphic Society and Shenzhen Longgang Cultural Industry
Association. Dr. Ma is also the chairman of Luk Ka International Limited, a
wholly owned subsidiary of Luk Ka Overseas Investments Limited. Dr. Ma
was awarded the World's Outstanding Chinese in 2005 and received an
honorary doctor of science degree from Armstrong University in 2005.

Mr. CHENG Tai Po, aged 60, is a non-executive Director. He has been
appointed as a Director since 30 April 2010 and is primarily responsible
for advising on the formulation of the Group’s general business models,
development strategies and major issues. Mr. Cheng has over 27 years’
experience in manufacturing, wholesale and distribution businesses. He is
a board member of the Zhanjiang Ocean University, China and a general
committee member of the Hong Kong Jewelry Manufacturers’ Association
Ltd. Mr. Cheng is also the executive director and deputy chairman of
Man Sang International Limited, a company listed on the Main Board of
the Stock Exchange (stock code: 938) and the director and vice-chairman
of China Metro-Rural Holdings Limited (formerly known as Man Sang
International (B.V.l.) Limited), a company listed on the NYSE Amex (formerly
known as an American Stock Exchange) (ticker symbol: CNR). Mr. Cheng
is an elder brother of Mr. Cheng Chung Hing, the Co-Chairman and
executive Director and the controlling shareholder of the Company.
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Independent Non-Executive Directors

Mr. LEUNG Kwan Yuen Andrew, GBS, SBS, JP, aged 61, has been
appointed as an independent non-executive Director since 4 September
2009. He has more than 33 years of management experience in the textile
manufacturing, wholesale and distribution businesses. Mr. Leung is a
member of the Industrial (First) Functional Constituency of the Legislative
Council of Hong Kong, also a member of the National Committee of the
Chinese People’s Political Consultative Conference. Mr. Leung is currently
the honorary chairman of Textile Council of Hong Kong, a council member
of the Hong Kong Trade Development Council, the honorary president
of the Federation of Hong Kong Industries, a fellow of The Textiles
Institute as well as The Clothing and Footwear Institute in the United
Kingdom. In addition, Mr. Leung is the chairman of Sun Hing Knitting
Factory Limited, he is also an independent non-executive director of Dah
Sing Banking Group Limited, a company listed on the Main Board of the
Stock Exchange, (stock code: 2356). Mr. Leung was an independent non-
executive director of Meadville Holdings (BVI) Limited (formerly known
as “Meadville Holdings Limited”), a company withdrawing the listing of
its shares from the Stock Exchange effective 19 April 2010 (stock code:
3313), until his resignation effective from 1 June 2010.

Mr. LI Wai Keung, aged 55, has been appointed as an independent
non-executive Director since 4 September 2009. Mr. Li has more than 35
years of experience in financial management. Mr. Li graduated from the
Hong Kong Polytechnic University and holds a master degree in business
administration from the University of East Asia, Macau, currently known
as the University of Macau. He is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified
Public Accountants. Mr. Li is the executive director and chief financial
officer of GDH Limited, executive director of Kingway Brewery Holdings
Limited (“Kingway”), non-executive director of Guangdong Investment
Limited (“GDI”) and an independent non-executive director of Shenzhen
Investment Limited (“SZ Investment”) and Hans Energy Company Limited
("Hans"). Kingway, GDI, SZ Investment and Hans are companies listed
on the Main Board of the Stock Exchange (stock codes: 124, 270, 604
and 554 respectively). He is a director of Shenzhen City Airport (Group)
Company Limited, a member of the Council of the Hong Kong Chinese
Orchestra Limited, and serves as the vice chairman of the Financial and
Accounting Affairs Steering Committee of the Hong Kong Chinese
Enterprises Association. Mr. Li was also an independent non-executive
director of Hong Long Holdings Limited (stock code: 1383) until 27 May
2011.
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Mr. Hui Chiu Chung Stephen, Jp, aged 65, has been appointed as an
independent non-executive Director since 11 April 2011. Mr. Hui has
over 41 years of experience in the securities and investment industry. He
had for years been serving as a council member and vice chairman of
the Stock Exchange, a member of the Advisory Committee of the Hong
Kong Securities and Futures Commission, a director of the Hong Kong
Securities Clearing Company Limited, a member of the Listing Committee
of the Hong Kong Exchanges and Clearing Limited, an appointed member
of the Securities and Futures Appeal Tribunal, a member of the Standing
Committee on Company Law Reform and an appointed member of the
Hong Kong Institute of Certified Public Accountants Investigation Panel
A. He was also a member of the Committee on Real Estate Investment
Trusts of the Hong Kong Securities and Futures Commission. Mr. Hui
is @ member of Government “Appointees” (independent member) of
Appeal Panel of the Travel Industry Council of Hong Kong. Mr. Hui was
appointed by the Government of the Hong Kong Special Administrative
Region a Justice of the Peace (JP) in 2004 and was also appointed as a
member of the Zhuhai Municipal Committee of the Chinese People’s
Political Consultative Conference in 2006. He also serves as non-executive
director of Luk Fook Holdings (International) Limited (stock code: 590)
and independent non-executive director of Hong Kong Exchanges and
Clearing Limited (stock code: 388), Jiuzhou Development Company
Limited (stock code: 908), Lifestyle International Holdings Limited (stock
code: 1212), Chun Wo Development Holdings Limited (stock code: 711)
and Frasers Property (China) Limited (stock code: 535), whose shares are
listed on the Stock Exchange.

Key Management

Mr. FUNG Sing Hong Stephen, aged 47, is our Group’s chief financial
officer. Mr. Fung joined our Group in July 2006, and is responsible
for formulating corporate financing strategy and the overall financial
management of the Group. Mr. Fung graduated from the University of
Wales, United Kingdom with a master degree in business administration.
He is a fellow member of the Hong Kong Institute of Certified Public
Accountants and a member of the American Institute of Certified Public
Accountants. He is also a fellow member of the Hong Kong Institute of
Directors. Mr. Fung has more than 19 years of experience in financial
management, mergers and acquisitions, capital markets financing and
corporate restructuring. Prior to joining our Group, Mr. Fung was an
executive director and the chief financial officer of Guangdong Investment
Limited (“GDI"”). From December 2002 to November 2004, Mr. Fung
served as an executive director and the chief financial officer of Kingway
Brewery Holdings Limited (“Kingway”). Both GDI and Kingway are
companies listed on the Main Board of the Stock Exchange (stock codes:
270 and 124, respectively). Mr. Fung was also a key member of the
Guangdong Enterprises (Holdings) Limited (“GDE") restructuring team
and has been extensively involved in the US$5.3 billion debt restructuring
of GDE.
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Ms. TSE Man Yu, aged 41, is the company secretary and the Group’s
deputy chief financial officer. Ms. Tse joined our Group in February 2008.
She assists the chief financial officer in the overall financial management
of the Group and is responsible for investor relations and the company
secretarial duties. Ms. Tse graduated from the City University of Hong
Kong with a bachelor of science (honours) degree in finance. She is a
fellow member of the Association of Chartered Certified Accountants
and the Hong Kong Institute of Certified Public Accountants. Ms. Tse has
more than 15 years of experience in financial management, mergers and
acquisitions, corporate finance and asset management. Prior to joining
our Group, Ms. Tse was the assistant chief financial officer of Guangdong
Investment Ltd., which is a company listed on the Main Board of the
Stock Exchange (stock code: 270). Ms. Tse was an alternate director of
Guangdong Development Fund Limited (“GDF"), which is a company
listed on the London Stock Exchange (code: gdf), and a director of
Guangdong Investment Management Limited, which is the fund manager
of GDF. Ms. Tse had also been a senior corporate finance executive of
Tung Fong Hung (Holdings) Limited (now known as Freeman Financial
Corporation Limited) and Sing Pao Media Group Limited (now known as
China Gamma Group Limited), which were companies listed on the Main
Board of the Stock Exchange (stock codes: 279 and 164 respectively).

Mr. JIANG Kai, aged 60, is the Group’s deputy general manager. He
joined our Group in January 2007, and is responsible for managing
construction projects of the Group, including coordinating the planning
and designs, managing tenders and bids, budgeting, costing and
construction management. Mr. Jiang has over 18 years of management
experience in the construction industry. Mr. Jiang had been working for
the 1st branch of the Shenzhen Architectural Design Institute as the chief
engineer, Shenzhen Construction Investment Holdings Ltd. as the manager
of the construction department, and Shenzhen New World Group Co.,
Ltd. as the group deputy general manager. Mr. Jiang graduated from the
Underground Construction Faculty of Tongji University in 1982 with a
bachelor degree in underground construction, and holds a qualification of
senior engineer.
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Report of the Directors

EEEWE

The Board has pleasure in presenting this annual report and the audited
consolidated financial statements of the Group for the fiscal year ended
31 March 2012.

Principal Activities

The principal activities of the Group is developing and operating large-
scale integrated logistics and trade centers in China, providing a
comprehensive trading platform of raw materials and finished products
for domestic and international wholesale suppliers, buyers, manufacturers
and distributors. With its unique business model, the Group not only sells
and leases well-designed, high quality trade center units for businesses to
display and sell their products, but also provides trade center occupants
and their customers with a full range of facilities and services such as
offices, residential facilities, warehousing and on-site logistics services,
conference and exhibition facilities, hotels, restaurants, banking services,
on-site government services in a bid to offer one-stop convenient
supply chain solutions. Details of the principal activities of the principal
subsidiaries, jointly-controlled entities and associates are set out in notes
19 to 21 to the consolidated financial statements respectively.

Results and Dividends

The Group's results for the fiscal year ended 31 March 2012 and the
state of affairs of the Company and the Group at that date are set out in
the consolidated financial statements on pages 73 to 192 of this annual
report.

The Board recommends the payment of a final dividend of HK7.5 cents
per share in respect of FY2011/12 (FY2010/11: HK2.5 cents). Subject to
the approval of the shareholders of the Company (the “Shareholders”) at
the annual general meeting to be held on 21 August 2012 (the “"AGM"),
the proposed final dividend will be distributed on or about 11 September
2012 to Shareholders whose names appear on the register of members of
the Company on 29 August 2012.

The register of members of the Company will be closed from 28 August
2012 to 29 August 2012, both days inclusive. In order to be qualified
for the proposed final dividend, all transfer forms accompanied by
the relevant share certificates must be lodged for registration with the
Company’s share registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong not later than 4:30 p.m. on 27 August
2012.

Use of Proceeds from the Company’s Listing

As at the fiscal year ended 31 March 2012, all the net proceeds from
the Company’s issue of new shares at the time of its listing on the Stock
Exchange has been utilized in accordance with the proposed application
set out in the section headed “Future plans and use of proceeds”
contained in the prospectus of the Company dated 17 September 2009.
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Reserves

Details of movements in the reserves of the Group and the Company
during the year are set out in the section headed “Consolidated
Statement of Changes in Equity” and in note 35 to the consolidated
financial statements, respectively.

Distributable Reserves

Details of the Company’s reserves available for distribution as at 31
March 2012, calculated in accordance with the provision of Section 798
of the Hong Kong Companies Ordinance, amounted to HK$599,746,000
(31 March 2011: HK$459,331,000), of which HK$449,067,000 (2011:
HK$149,689,000) has been proposed as final dividend for the fiscal year
are disclosed in note 12 to the consolidated financial statements.

Senior Notes

On 14 January 2011, the Company issued senior notes due January
2016 with nominal value of US$250 million (equivalent to approximately
HK$1,950 million) at a coupon rate of 13.5% per annum (the “Senior
Notes”) for the purpose of, amongst others, funding its properties under
development and planned for future development (including land grant
fees) and for general corporate purposes.

In September 2011 and February 2012, the Company has repurchased the
Senior Notes with the principal amount of US$5 million and US$4 million
respectively from the open market. All of the Senior Notes repurchased
has been cancelled during the fiscal year under review. Further details
of the Senior Notes are set out in note 31 to the consolidated financial
statements.

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

Donations
During the fiscal year under review, the Group made charitable donations
totaling HK$4,566,000 (FY2010/11: HK$8,630,000) to various charitable
organizations.

Subsidiaries
Details of the Company’s subsidiaries as at 31 March 2012 are set out in
note 19 to the consolidated financial statements.

China South City Holdings Limited ZFERFIHIZRGR A T

i
AEERARRNFEANEEZEEDFED BB
BREREEBR | MaA M RRMESS -

R

A kA
RNRFHZRE B RN RHEH B 79B & IESCET E R 2012
F3A31HHE A DR R 5599,746,0007%8 7T (2011
%3 H318 : 459,331,000/ 7t) * WEZESHAEH
449,067,000/ 70 (2010/11BA LA JZ : 149,689,000/
TIOERMBFERERBERE - BURFBIAREEUB
SRR FE1 290 -

BEREE

M2011F 1148 » ARAFEITER201651 A
H - A2 A08EXT(HERL1,9508 88
TT)  FEBRI135%MELEEE(ELZE]) A
VE(E R ) BT E EEEEN Y E LD AR BIH AR
BR(BEBEIHEE) UK —REERS -

RATDRIFR2011F9A 201262 A EMHER A
SEORASABELRIBEELZELAEE - 2%
BEZEAZEREDR DB BRFEEREHSEHE - A2
BB R BAE — S BEERR R A P IEmRMEE3T -

WM BERRE
REENWE - BE KR
14 e

FHERRES PR RERM

B

REBEAMKBFERN  AEERSESKES EBH
4,566,000/ 7T (2010/11 Bf BUF [Z : 8,630,000/ 7T)
HIZEEBK ©

=N
RATR201293 A31 BB AR FBEHNGE
TR MIE19



Report of the Directors (Continued)
EEEWmE(E)

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

Executive Directors

Mr. Cheng Chung Hing (Co-Chairman)

Mr. Leung Moon Lam (Chief Executive Officer)
Professor Xu Yang

Non-Executive Directors

Dr. Ma Kai Cheung, sss, sgs (Co-Chairman)
Mr. Sun Kai Lit Cliff, sss, s

Dr. Ma Wai Mo

Mr. Cheng Tai Po

Independent Non-Executive Directors

Mr. Leung Kwan Yuen Andrew, css, sss, Jp

Mr. Li Wai Keung

Mr. Hui Chiu Chung Stephen, s (appointed on 11 April 2011)
Mr. Shi Wan Peng (resigned on 8 February 2012)

In accordance with the Company’s new articles of association (the
“Articles”), Mr. Leung Moon Lam, Mr. Sun Kai Lit Cliff, Mr. Cheng Tai
Po and Mr. Leung Kwan Yuen Andrew shall retire from office and, being
eligible, will offer themselves for re-election at the forthcoming AGM.

The Board has received an annual confirmation of independence from
each of the existing Independent Non-executive Directors pursuant to
rule 3.13 of the Rules governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). The Board considers all Independent Non-
executive Directors are independent.

Directors’ Service Contracts

Each of the Executive Directors has entered into service contract with the
Company while each of the Non-executive Directors and Independent
Non-executive Directors has entered into letter of appointment with the
Company for a term of three years. The service contract and the letter of
appointment may be terminated by either party thereto by giving not less
than three months’ prior written notice.

None of the Directors has entered into any service contract with the
Company which is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

Directors’ Interests in Contracts of Significance

None of the Directors has a material beneficial interest, whether directly or
indirectly, in any significant contract to which the Company or any of its
subsidiaries, its holding companies or a subsidiary of its holding companies
was a party during the fiscal year or as at 31 March 2012.
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Biographical Information of Directors and Key
Management

The biographical information of the Directors and Key Management of
the Company are set out in the section headed “Biographical Details of
Directors and Key Management” on pages 44 to 50 of this annual report.

Enforcement of the Deed of Non-Competition
Pursuant to the deed of non-competition dated 4 September 2009 (“Non-
Competition Undertaking”) entered into by each of Mr. Cheng Chung
Hing, Mr. Leung Moon Lam and Mr. Cheng Tai Po, each of them has
undertaken with the Company (for itself and on behalf of each other
member of the Group) that so long as the Company is listed on the Main
Board of the Stock Exchange and so long as any of:

(i) in respect of Mr. Cheng Chung Hing, he remains as the controlling
shareholder or a Director of the Company;

(i) in respect of Mr. Leung Moon Lam, he remains as a Director of the
Company;

(i) in respect of Mr. Cheng Tai Po, he remains as the controlling

shareholder of the Company,

that he shall not, and shall procure his associates not to, either alone
or jointly with any other person or entity, or for any other person, firm
or company, or as principal, partner, director, employee, consultant or
agent through any body corporate, partnership, joint venture or other
contractual arrangement, be engaged, invested, or otherwise involved,
whether as a shareholder, director, employee, partner, agent or otherwise,
directly or indirectly, in the carrying on of any business in any form or
manner in China that is in competition or is likely to be in the competition,
directly or indirectly, with the business of the Group, unless those business
opportunity has been first offered to the Group upon terms which are
fair and reasonable and the Board has declined such opportunity, in
accordance with the provisions of the Non-Competition Undertaking, Mr.
Cheng Chung Hing, Mr. Leung Moon Lam and Mr. Cheng Tai Po or any
of them or their respective associates may pursue such opportunity.

The Company has received annual confirmations from Mr. Cheng Chung
Hing, Mr. Leung Moon Lam and Mr. Cheng Tai Po confirming their
compliance with the Non-Competition Undertaking for the fiscal year
ended 31 March 2012. The Independent Non-executive Directors have
reviewed their compliance with the Non-Competition Undertaking during
the fiscal year under review.

Directors’ Emoluments
Particulars of the Directors’ emoluments for the fiscal year ended 31
March 2012 are set out in note 8 to the consolidated financial statement.
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Directors’ Interests in Competing Business

The Company has received confirmations from the Executive Directors
and Non-Executive Directors (excluding Independent Non-Executive
Directors) that none of the them have engaged or were interested in any
business which were in compete or were likely to compete, either directly
or indirectly, with the business of the Group during the fiscal year under
review.

Directors’ and Chief Executive’s Interests in
Securities

As at 31 March 2012, the interests and short positions of the Directors
in the shares of the Company (the “Shares”), underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) as recorded in the register maintained by the Company under
section 352 of the SFO or as notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transaction by
Directors of Listed Issuers (the “Model Code”) were as follows:

Long position in the Shares and Underlying Shares
of the Company

EERBERRB 2 ES
ARREEEENTEERIENTES BIINT
HERIN) BRREROBEM RN - TR SR
REEEHEER RS 2 SRR AT ERT
2 ¥R A -

EERFETHRAEREZES

20123 A31H » ESRARRQE) ok E E R A5
E(E&ERBEHFLIBEEG([EHLEBEEG ])EXV
AR R ([R5 ]) ~ BRI R EEE %
BHEARRNBIREBEESFLBEGEOMIEI2KETHE
RIEREM - SR E EMRITAZEREITESFR ZHIEZ
A= RI([HRLESFRI ) B E 2N A B B 2 P ) fE 2 2
KRBT

RAEXTROGEEERGNETRE

Number of Shares
RE
Approximate
percentage of
the Company’s
Corporate Personal Family Share total issued
Name of Directors  Class of Shares interest interest interest options Total  share capital®
ERDAH
2HERT
RARL
Exp? R R ARER BARR Rk BiE st BARY
Cheng Chung Hing  Ordinary shares/share options 2,456,508,558" 10,000,000 - 66,000,000"  2,532,508,558 42.29%
g LERERE
Ma Kai Cheung Ordinary shares 888,966,649° - - - 888,966,649 14.84%
Leung Moon Lam  Ordinary shares/share options 523,899,770 57,389,977 2,000,000 66,000,000" 649,289,747 10.84%
2 LERERE
Sun Kai Lit Cliff Ordinary shares 217,241,662° - 800,000 - 218,041,662 3.64%
TR el
Ma Wai Mo Ordinary shares 226,197,662 - - - 226,197,662 3.77%
Cheng Tai Po Ordinary shares 2,456,508,558" 4,936,000 - - 2,461,444,558 41.10%
BRR EER
Li Wai Keung Ordinary shares - 4,300,000 - - 4,300,000 0.07%
EEE ERR
Xu Yang Share options - - - 15,000,000¢ 15,000,000 0.25%
ki RRfRE
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These represent the long positions of the Shares falling to be allotted and
issued to the relevant Directors upon the exercise of the outstanding share
options of the Company granted to the Directors as their personal interest
under the pre-IPO share option agreements dated 31 July 2008.

Mr. Cheng Chung Hing is interested in 50% and 54% of the respective
issued share capital of Accurate Gain Developments Limited and Proficient
Success Limited which in turn holds 1,339,913,759 and 1,116,594,799
Shares respectively and is therefore deemed to be interested in an aggregate
of 2,456,508,558 Shares. Mr. Cheng is a director of each of Accurate Gain
Developments Limited and Proficient Success Limited. Mr. Cheng Chung Hing
is the younger brother of Mr. Cheng Tai Po.

Dr. Ma Kai Cheung, as beneficial owner and beneficiary of trust and through
the interest of his spouse, being interested in 44.48% of the issued share
capital of Tak Sing Alliance Holdings Limited which through a number of
intermediaries, wholly owns Carrianna Development Limited, Dr. Ma Kai
Cheung is therefore deemed to be interested and duplicated interested in an
aggregate of 888,966,649 shares held by Carrianna Development Limited via
its holding company. Dr. Ma is a director of each Tak Sing Alliance Holdings
Limited, Carrianna Development Limited, Sincere United Holdings Limited,
Carrianna Holdings Limited, Gartrend Development Limited and Carrianna
(BVI) Ltd.

Mr. Leung Moon Lam owns 100% of the issued share capital of Kings Faith
International Limited which in turn holds 523,899,770 Shares and is therefore
deemed to be interested in 523,899,770 Shares. Mr. Leung Moon Lam is a
director of Kings Faith International Limited.

Mr. Sun Kai Lit Cliff owns the entire interests in Kinox Holdings Limited and
is therefore deemed to be interested in an aggregate of 217,241,662 Shares
held by Kinox Holdings Limited.

By virtue of Dr. Ma Wai Mo's 50% shareholding interests in Luk Ka Overseas
Investments Limited which is interested in 100% interests in Luk Ka
International Limited, Dr. Ma is deemed to be interested and duplicate in the
interest in the same 226,197,662 Shares held by Luk Ka International Limited.

Mr. Cheng Tai Po is interested in 50% and 38% in the respective issued share
capital of Accurate Gain Developments Limited and Proficient Success Limited
which in turn holds 1,339,913,759 and 1,116,594,799 Shares respectively
and is therefore deemed to be interested in an aggregate of 2,456,508,558
Shares. Mr. Cheng is a director of each of Accurate Gain Developments
Limited and Proficient Success Limited. Mr. Cheng Tai Po is the elder brother
of Mr. Cheng Chung Hing.

The relevant interests are share options granted to Professor Xu Yang
pursuant to the Company’s share option scheme adopted on 4 September
2009. Further details of the share option scheme is set out in the section
headed “Share Option Scheme”.

The percentage shareholding is calculated on the basis of 5,987,564,000
Shares issued as at 31 March 2012.
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Save as disclosed above, as at 31 March 2012, to the knowledge of the
Directors, none of the Directors or chief executive of the Company had
any interests or short positions in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were required to be: (i) 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 the
Directors and chief executive were taken or deemed to have under such
provisions of the SFO); (ii) entered in the register kept by the Company
pursuant to Section 352 of the SFO; or (iii) notified to the Company and
the Stock Exchange pursuant to the Model Code.

Interests of Substantial Shareholders

As at 31 March 2012, to the knowledge of the Directors, the following
persons (other than a Director or chief executive of the Company) had or
were deemed or taken to have interests or short position in the Shares
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the
register kept by the Company pursuant to Section 336 of the SFO:

br EXFR#EEEESIN - BBMEFA - 1201293 A 31
B BEARAEERETETHRABRARAIREMS
AIFREEE (F & R EH R EEFIEXVED) 2 AR
% HERGEEEFHEEE  (REFHFRHE
{EBIEEXVERSE 7 R E 8D EAIE A B KB 32 Fr 2 (E 1A
ERRAR(BREEERTBTHRABREZ SRS
EBIRBGESOREES R AR ZEERAR)
(VAR RIRAR B 5 M HAE 6] 55352 6 BR8N B 5D
Mz EERSK A « SV EEETA BN R D
B B X FT 2 AT R s UK R ©

FERFER

R2012F3 8318  BESHA LW TFAL (KRR
ERERFTBTHABRINRBROSBEROPHES
TR BNEIEEBIRIBEES LB GAIEXVEE2
3D BMESCBRAARAREE - A ARARIRIEE
H LB GKRAIEIB6KETHFEN S DMAERIOX
.

Long Position in the Shares REAFPNIFE
Approximate
percentage of
the Company’s
Number of total issued
Name Nature of interest Shares held share capital®
HAELFE
Fifs BITRAEH
HE/ER ERME RHEE BMABED S
Accurate Gain Developments Limited ~ Beneficial owner 1,339,913,759" 22.37%
EmEAA
Proficient Success Limited Beneficial owner 1,116,594,799? 18.64%
EmEAA
Tak Sing Alliance Holdings Limited Deemed interest in controlled corporation 888,966,649 14.84%
EREE WARVER P A E
Carrianna (BVI) Limited Deemed interest in controlled corporation 888,966,649 14.84%
WARVER P A E
Gartrend Development Limited Deemed interest in controlled corporation 888,966,649 14.84%
RRERBR AT WARVER P A E
Carrianna Holdings Limited Deemed interest in controlled corporation 888,966,649 14.84%
FEERBEEBERAF WARVER P A B
Sincere United Holdings Limited Deemed interest in controlled corporation 888,966,649 14.84%
WARVER P A E
Carrianna Development Limited Beneficial owner 888,966,649 14.84%
EmEAA
Kings Faith International Limited Beneficial owner 523,899,770% 8.74%
RIEBRER AR BEmEA A

Annual Report 2011/12 €£§



58

Report of the Directors (Continued)
EEERE(E)

Notes:

m

@)

)

Mr. Cheng Chung Hing and Mr. Cheng Tai Po each own 50% of the issued
share capital of Accurate Gain Developments Limited.

Mr. Cheng Chung Hing and Mr. Cheng Tai Po owns 54% and 38%
respectively of the issued share capital of Proficient Success Limited.

Carrianna Development Limited is wholly owned by Sincere United Holdings
Limited, which in turn is wholly owned by Carrianna Holdings Limited.
Carrianna Holdings Limited is wholly owned beneficially by Gartrend
Development Limited with Dr. Ma Kai Cheung holding one share on trust
for Gartrend Development Limited. Gartrend Development Limited has two
classes of issued shares: ordinary shares and non-voting deferred shares. Dr.
Ma Kai Cheung and his brother Mr. Ma Kai Yum each holds 50% of the non-
voting deferred shares of Gartrend Development Limited, which (a) carry no
right to attend or vote at, or to receive notice of, general meetings, (b) do
not entitle its holders to receive dividends until (i) after the holders of ordinary
shares have been paid, (i) the company’s profit available for distribution
as dividends exceed HK$100,000,000,000,000.00 and (iii) the company
determines to make such distribution to the holders of non-voting deferred
shares, and (c) rank after the claims of the ordinary shareholders as regards
to repayment of capital in the event of insolvency in that only one half of
the balance of HK$100,000,000,000,000.00 in the assets of the company (if
any) is distributable among the holders of non-voting deferred shares. All of
the ordinary shares of Gartrend Development Limited are beneficially held by
Carrianna (BVI) Ltd, with one share held by Dr. Ma Kai Cheung on trust for
Carrianna (BVI) Ltd. Carrianna (BVI) Ltd is wholly owned by Tak Sing Alliance
Holdings Limited.

These 523,899,770 Shares are held by Kings Faith International Limited which
in turn is 100% owned by Mr. Leung Moon Lam.

The percentage shareholding is calculated on the basis of 5,987,564,000
Shares issued as at 31 March 2012.

Save as disclosed above, as at 31 March 2012, to the knowledge of the
Directors, no other person (other than a Director or chief executive of the
Company) had, or were deemed or taken to have interest or short position
in the Shares or underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register kept by the Company pursuant to
Section 336 of the SFO.

Share Capital
Details of the movements in the share capital of the Company during the
fiscal year are set out in note 33 to the consolidated financial statements.
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Information On Share Options

Pre-IPO Share Option Agreements

The Company entered into the pre-IPO share option agreements to
recognize the contribution of and to provide for incentives and reward
to the Directors and certain employees who have contributed to the
economic achievement to the Group (the “Grantees”). The pre-IPO share
option agreements were entered into on 31 July 2008 to formalize all
previous arrangements with the Grantees. No further options maybe
granted under the pre-IPO share option agreements.

The table below summarized the details of movements in share options
granted pursuant to the pre-IPO share option agreements.

EREER
BRAMBERDABREDRSR
RATEF R AFEERNAIBRERZE - UATE
EERATERE(ABRAD AREBEEHNEER
Bt WAKSREREE - 5 RBERMATERE
W R2008F7 A31HEE] - IR EAI AT BB
TP - R ARBEERMABRERZE TS HR
B AR o

TREHRBERLHEEROBRERZER LB
BB B -

Number of Share Options
BREZA
As at Cancelled/ As at Exercise
Name Date of Grant 1 April 2011 Granted Exercised Lapsed 31 March 2012 price Exercisable period
R2011%E 0128
2] BEAH 451R B BTfE  BEBAX 3A31R N L
HKS
B
Executive Directors
HITES
Cheng Chung Hing 31.07.2008 66,000,000 - - - 66,000,000 1.05 30.09.2009 - 29.09.2012
LN
Leung Moon Lam 31.07.2008 66,000,000 - - - 66,000,000 1.05 30.09.2009 - 29.09.2012
ik
Other Employees 31.07.2008 40,000,000 - - (40,000,000) - 1.05 30.09.2009 - 29.09.2011
AftfES
172,000,000 - - (40,000,0000 132,000,000
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Share Option Scheme

The Company has adopted a share option scheme on 4 September 2009
(the “Share Option Scheme”). The major terms of the Share Option
Scheme are summarized as follows:

1. The purpose is to provide incentives to eligible persons for their
contribution to the Group and to enable the Group to recruit high-
calibre employees and attract human resources that are valuable to
the Group.

2. The Board may at its discretion grant options to directors, employees,
officers, agents, consultants or representatives of the Group.

3. The total number of Shares which may be issued upon exercise of
all share options granted and yet to be exercised under the Share
Option Scheme must not exceed 30% of the Shares in issue from
time to time. The total number of Shares in respect of which options
may be granted under the Share Option Scheme is not permitted to
exceed 10% in nominal amount of the issued Shares as at the date
of commencement of the listing of Shares on the Stock Exchange
unless with the prior approval from the Shareholders. The maximum
number of the Shares available for issue upon exercise of all share
options which may be granted under the Share Option Scheme is
396,000,000, representing approximately 6.61% of the issued share
capital of the Company as at the date of this annual report.

4.  The total number of Shares issued and to be issued upon the
exercise of share options granted under the Share Option Scheme
(including exercised, cancelled and outstanding share options) to
each grantee in any 12-month period up to the date of grant shall
not exceed 1% of the issued share capital of the Company as at the
date of grant. Any further grant of share options in excess of this
limit is subject to approval of the Shareholders.

5. The period during which a share option may be exercised will be
determined by the Directors at their absolute discretion, save that no

share option may be exercised more than 10 years after grant.

6. The consideration paid by each grantee for each grant of options is
HK$1.
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7.  The exercise price in relation to each share option will be determined 7.

by the Directors at their absolute discretion and shall not be less than

the highest of (i) the official closing price of the Shares as stated

in the daily quotation sheet of the Stock Exchange on the date of

grant; (ii) the average closing prices of the Shares as stated in the

daily quotation sheets of the Stock Exchange for the five business
days immediately preceding the date of grant; and (iii) the nominal

value of the Share on the date of grant.

8.  The Share Option Scheme will expire on 29 September 2019 after 8.

which no further options will be granted under the Share Option

Scheme. In respect of the options granted and accepted prior to

such expiration and not then exercised, they shall continue to be

valid and exercisable subject to and in accordance with the Share
Option Scheme.

The table below summarized the details of the movements in share

EXARDNBRESBRBNITEE - ETEE
RTISBEZESEN) RETRERERR - B
TR MER PR AR B RAD BB T U E ¢ (i)
EEXTHEREAPILERSHE - BRAER
RPN AR BB AD 0B J7 U E + Kiii)
RIRTERE A B R EE -

BERSHEET 214570201989 A 20 KR 1E - HEBT
BEAR IR PB AR R T IR T REARIE - BRI LERIE
BT REXMERIARITEZ BIE - HIRERE
REAEETE S DA B R AT 1T -

RAEENREB R BIR DB B 15

options granted pursuant to the Share Option Scheme: FRTRZA
Number of Share Options
BREHE
As at Cancelled/ As at Exercise
Category Date of Grant 1 April 2011 Granted Exercised Lapsed 31 March 2012 price Exercisable period
H20115E R2012%
E<pi RLinH 4A18 BRM BT EEBAR 3A31H 5@ T
HKS
BT
Director
BE
Xu Yang 11.04.2011 - 5,000,000 - - 5,000,000 1.29 11.04.2011-10.04.2016
e - 5,000,000 - - 5,000,000 1.29 11.04.2012-10.04.2016
- 5,000,000 - - 5,000,000 1.29 11.04.2013-10.04.2016
Employees 02.12.2010 2,000,000 - - - 2,000,000 141 02.12.2011-01.12.2015
€8 2,000,000 - - - 2,000,000 141 02.12.2012-01.12.2015
2,000,000 - - - 2,000,000 14 02.12.2013-01.12.2015
11.04.2011 - 74,400,000 - (700,000) 73,700,000 129 11.04.2011-10.04.2016
- 57,300,000 - (4,900,000) 52,400,000 1.29 11.04.2012-10.04.2016
- 57,300,000 - (4,900,000) 52,400,000 1.29 11.04.2013-10.04.2016
- 22,900,000 - (4,200,000) 18,700,000 1.29 11.04.2014-10.04.2016
6,000,000 226,900,000 - (14,700,000) 218,200,000
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Notes:

1. The closing prices of the Shares immediately before the date on which the
share options granted on 2 December 2010 and 11 April 2011 were HK$1.41
and HK$1.27 per share respectively.

2. Details of the Share Option Scheme is set out in note 34 to consolidated
financial statements.

Directors’ Rights to Acquire Shares or Debt
Securities

Save as disclosed in the sections headed “Directors’ and Chief Executive’s
Interests in Securities” and “Information on Share Options” in this report
and in note 34 to the consolidated financial statements, at no time during
the fiscal year was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors or chief executive of the Company
(including their spouses or children under 18 years of age) to acquire
benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate.

Continuing Connected Transaction

On 23 February 2011, the Company entered into a sharing of office
agreement with Man Sang Jewellery Company Limited (the “Man Sang
Jewellery”) in relation to the sharing of an office premises situated at
Suite 2205, 22nd Floor, Sun Life Tower, The Gateway, 15 Canton Road,
Tsimshatsui, Kowloon, Hong Kong (“Sharing of Office Agreement”). The
estimated annual caps (the maximum aggregate value of the transactions
contemplated under the Sharing of Office Agreement) set for each of the
four fiscal years ending 31 March 2014 are as follows:
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As at the date of the Sharing of Office Agreement, Man Sang Jewellery
was wholly owned by Man Sang International Limited (“Man Sang”)
which was held as to approximately 19.21% by Mr. Cheng Chung Hing
directly, approximately 8.48% by Mr. Cheng Tai Po directly and 38.2%
by a private company which was owned as to 60% by Mr. Cheng
Chung Hing and 40% by Mr. Cheng Tai Po respectively. Both of Mr.
Cheng Chung Hing and Mr. Cheng Tai Po are Directors and deemed to
be the substantial shareholders of the Company. Therefore, Man Sang
Jewellery was an associate of Mr. Cheng Chung Hing and Mr. Cheng Tai
Po, connected persons of the Company. Accordingly, the transactions
contemplated under the Sharing of Office Agreement constituted
continuing connected transaction of the Company under chapter 14A
of the Listing Rules and were subject to reporting and announcement
requirements. The premises is used as the office of the Company. The
Sharing of Office Agreement was entered in the ordinary and usual course
of business of the Group and the terms of which were determined after
arm’s length negotiations by reference to the prevailing market rent for
comparable properties and rent charged by the landlord to Man Sang
Jellewery. Details of the transactions were disclosed in the announcement
of the Company dated 24 February 2011.

The actual rentals and related fees paid by the Company to Man Sang
Jewellery in respect of the Sharing of Office Agreement for the period
from 17 March 2011 to 31 March 2011 and FY2011/12 were amounted
to approximately HK$79,380 and HK$ 1,822,000 respectively.

Pursuant to Rule 14A.37 of the Listing Rules of the Stock Exchange, the
Independent Non-executive Directors of the Company have conducted
an annual review and confirmed to the Board that the Sharing of Office
Agreement has been entered into (i) in the ordinary and usual course of
business of the Company; (ii) on normal commercial terms; and (iii) in
accordance with the above tenancy agreements on terms that are fair and
reasonable and in the interests of the Shareholders as a whole.

The Company’s independent auditor was engaged to report on the
Group's continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditor has
issued its unqualified letter containing the findings and conclusions in
respect of the Group’s continuing connected transactions as disclosed
above in accordance with Rule 14A.38 of the Listing Rules. A copy of the
independent auditor’s letter has been provided by the Company to the
Stock Exchange.

REARAERZEE  REKBERARARBEERA
ARENZERE  REABNRELLEEEREY
19.21% « BRI EEHEIFEH8.48% » W —HIFL
ARRIEHE#XI38.2% » AR AR5 Bl g1 EEFAE 5
HEFEE60% KB KM EIFH40% o ERAAEL ST 4 K 6
ABREEHABARRZEERERARRRIZEER
B oo Bt RERE AERELE A REFAR%E 4 (K
RAZEBBEATINBEA - At - AR AEHZ
ETHETHRZ BB EMARAE14AE 2R EEK
RARWMFBEBERS  WAET EMHRAZIREE
HAEREM RSB ERE - RYERIEARE ZWAE -
HAWRAERE IR AEEAER —MEKBREFRE]
o BEEFRSEALEYELEMSHS REER
REFBWIMHHSEEAFHERER - 2R HHF
BEEBENRART011F2A24B HIER AL -

MR201ME3/17BE2011FE3ANM B HB LR
011/ BFEREARAERZE TN TFRE
KREZERHEERBBEERS R /79,3808 T K&
1,822,000/ 7T °

RiE ETRAFEV4AITIRZIRE  BIUIFATESRD
FERNLBELBPLZEHENIZARTAER
—REBBIZPETL ¢ ()R —MREEBERR K
RIBA LHEGREITNERIBATFERE - X4
PROR 2 B RE M2 o

ARBBIZHENCEERETES I AGHEM
)& B 1% B THEAERI 25300055 [ 28 4% 5 25 B FE 58 B 755
BERASN R RE TR | R 2 IR E M S BA E 7405% [ BER
BB LTRRPTAFSERER 5O EE R iRE
AEBHNRHERERS - ZBEMDRE LTRSS
14A 3816 M ELMIREE B R 1T - Mz skt B A B
Fh AR LB AR ERERER HNEIR LS
i o AN EIE A B AR BIED K (B AKX 2R o

Annual Report 2011/12 4R

63



64

Report of the Directors (Continued)
BEESRE(E)

As far as the transactions set out in note 41 to consolidated financial
statements under the heading of “Related Party Transactions” are
concerned of the fiscal year under review, the transaction at the amount
of HK$756,000 set out in note 41(a)(ii) was connected transaction
which was exempt from reporting, annual review, announcement and
independent Shareholders’ approval requirements under the Listing
Rules. The transaction set out in note 41(a)(i) were continuing connected
transaction, details of which are disclosed above. The transaction set
out in note 41(a)(ii) at the amount of HK$63,000 did not constitute
connected transactions of the Company under the Listing Rules. As far
as transactions set out in note 41(d) are concerned, the remuneration of
the Directors as determined pursuant to the service contracts or letters
of appointment entered into between the Directors and the Group was
connected transactions which were exempt from reporting, annual review,
announcement and independent Shareholders’ approval requirements
under the Listing Rules.

Purchase, Sale or Redemption of Listed Securities
Neither the Company nor any of its subsidiaries has purchased, redeemed
or sold any of the Company’s listed securities during the fiscal year under
review.

Bank Borrowings
Details of the Group’s bank borrowings as at 31 March 2012 are set out
in note 30 to the consolidated financial statements.

Major Customers and Suppliers

The aggregate sales to the Group’s five largest customers were less than
3% of the Group’s total revenue. The aggregate purchases from the
five largest suppliers of the Group accounted for approximately 46%
(FY2010/11: 57%) of the Group’s total purchases and purchases from the
largest supplier accounted for approximately 19% (FY2010/11: 20%) of
the Group’s total purchases for fiscal year ended 31 March 2012.

None of the Directors, their associates, or any shareholders which to the
knowledge of the Directors own more than 5% of the Company’s issued
share capital has any interests in the Group’s five largest suppliers or
customers.

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

China South City Holdings Limited ZFERFIHIZRGR A T

RERFAMBEHRPIBAEALRS | —HHENE
ARACENREENZZME - BN E41@)0E
RAA756,000/8 TR 5 RRAER S » WRE TR
AR R RR - FEEZ A5 MBI RRIERNR
E o MRIEA1@NNR S RISEMERS - BRI
BER LR - S aE41@)) &5 /63,0008 7T
R SRIEETHRANAL TERARBNEERS - 5L
FHRHEADHIR ST E » RIBEERAKER LM
RBERAMZENMETNESHFIHAMERS X
RIBELETRAERREMRR - FEER  AELE
SIBCRHLERIRE ©

BBE -~ HESREE L HEF
REBEMBEE - AR REEMHEA AR
B - ESHEAA LA TR -

RITEE
M2012F3 8310 » REBIRITEE
TERARMITE30 -

FEEFRMER
REBRAARRFPRIBEEHEERAEEBKRADLRI% -
HZE2012F3A831BILHHFE - AEERREER
BRI RE A AR B AT A146% (2010/11 B ER
& :57%)  MBEAHRERRBEEOEANEBEERE
Z819% (2010/ 1 BAEFE < 20%) ©

it
i
%
r
S
=

BREENT  MERBAARCHITRAEB5%H
B HBZEAREMRRRAEEAAHERHE
PR EAER -

EER
AARFIRMNERLRE AR RN ARFROBE

EARE -



Report of the Directors (Continued)
EEEWmE(E)

Public Float

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

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 43 of the annual report.

Management Contract

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

Subsequent Events
The subsequent events are set out in note 45 to the consolidated financial
statements.

Auditors

The financial statements have been audited by Messrs. Ernst & Young
who will retire and being eligible, offer themselves for reappointment at
the AGM. A resolution for the reappointment of Messrs. Ernst & Young as
independent auditors of the Company is to be proposed at the AGM.

For and on behalf of the Board
CHENG CHUNG HING
Co-Chairman & Executive Director

Hong Kong, 26 June 2012
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Corporate Governance Report
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The Company recognizes the value and importance of achieving high
standard of corporate governance to enhance the corporate performance
accountability and is committed to doing so. The Board is also committed
to the principles of the Code on Corporate Governance Practices, which
has been renamed as Corporate Governance Code with effect from 1
April 2012, (the "CG Code”) contained in the Appendix 14 of the Listing
Rules.

In the opinion of the Directors, the Company has complied with the
provisions set out in the CG Code throughout the fiscal year ended 31
March 2012.

The Board of Directors

Board Composition

As at 31 March 2012, the Board comprises ten Directors, including three
executive Directors, four Non-executive Directors and three Independent
Non-executive Directors. The brief biographical details of the Directors are
set out in the section headed “Biographical Details of the Directors and
Key Management” on pages 44 to 50 of this annual report.

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

For the fiscal year, all existing Independent Non-executive Directors
had confirmed their independence to the Company in accordance with
Rule 3.13 of the Listing Rules. The Company considers that each of the
Independent Non-executive Directors to be independent.

Role and Function

The Board is responsible for overall strategic formulation and performance
monitoring of the Group. It delegates day-to-day operations of the
Company to the executive Directors and senior management within the
control and authority framework set by the Board. In addition, the Board
has also delegated various responsibilities to the Audit Committee, the
Remuneration Committee and the Nomination Committee. Further details
of these committees are set out in this report.

Relationship between Directors

Mr. Cheng Tai Po is a brother of Mr. Cheng Chung Hing. Dr. Ma
Kai Cheung and Dr. Ma Wai Mo are investors in China East City in
Liauyungang, a property located in Jiangsu Province in China.
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