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Corporate Information
NRIER

Board of Directors

Executive Directors*

Mr. Cheng Chung Hing (Chairman) @@

Mr. Fung Sing Hong Stephen (Vice Chairman) (FCPA)
Mr. Song Chuan (Chief Executive Officer)

Ms. Cheng Ka Man Carman

Non-executive Directors*
Dr. Ma Kai Cheung SBS, BBS

Mr. Cheng Tai Po

Mr. Lin Ching Hua

Independent Non-executive Directors
Mr. Leung Kwan Yuen Andrew GBs, SBs, /P V23

Mr. Li Wai Keung @3

Mr. Hui Chiu Chung Jp ™

Mr. Yung Wing Ki Samuel sBs, mH, Jp

Chief Financial Officer**
Mr. Hui Chun Yip (CPA)

Company Secretary
Ms. Tse Man Yu Michelle (FCPA)

Auditor
Ernst & Young

Legal Advisors

As to Hong Kong law
Linklaters

Reed Smith Richards Butler

As to China law
Commerce & Finance Law Offices

M Member of Audit Committee
@ Member of Remuneration Committee
®  Member of Nomination Committee

*  Mr. Leung Moon Lam was re-designated as a Non-executive Director of the
Company from Executive Director of the Company with effect from 4 May
2017. Mr. Sun Kai Lit Cliff, Dr. Ma Wai Mo and Mr. Leung Moon Lam resigned as
Non-executive Directors of the Company and have been appointed as Honorable

Advisers of the Group with effect from 25 July 2017.

**  Mr. Tsoi Yiu Ting resigned as Chief Financial Officer of the Group with effect

from 1 April 2018.

Mr. Hui Chun Yip has been appointed as Chief Financial Officer of the Group

with effect from 3 April 2018.
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Corporate Information (Continued)

NEER ()

Principal Bankers

Agricultural Bank of China Limited

Bank of China Limited

Bank of Communications Co., Ltd.

China CITIC Bank Corporation Limited

China Construction Bank Corporation

Industrial and Commercial Bank of China Limited
Industrial Bank Co., Ltd.

Shanghai Pudong Development Bank Co., Ltd.
The Export-Import Bank of China

The Hongkong and Shanghai Banking Corporation Limited

Registered Office
Room 2205, Sun Life Tower
The Gateway, 15 Canton Road
Tsimshatsui

Kowloon

Hong Kong

Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Listing Information

Share Listing

The Stock Exchange of Hong Kong Limited
Stock code: 1668

Senior Notes Listing

The Company’s 5.75% 3 years senior notes due 2020

The Company’s 10.875% 2'/a years senior notes due 2020
The Company’s 6.75% 5 years senior notes due 2021

The Company'’s 7.25% 3 years senior notes due 2021

The Company’s 7.25% 5 years senior notes due 2022

The Singapore Exchange Securities Trading Limited

Website

www.chinasouthcity.com

Investor Relations
Telephone: (852) 3188-3111

Fax: (852) 3188-1323
Email: ir@chinasouthcity.com
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HOBA Furnishing’s store in CSC Shenzhen
PRI ERBRANIT B FREE

China South City Shenzhen

China South City Shenzhen (“CSC Shenzhen”), the Group’s first project,
is strategically located at the heart of the Guangdong-Hong Kong-Macao
Big Bay Area amid an extensive transportation network. The subway line
10 passing through CSC Shenzhen commenced construction in 2015 and is
expected open for traffic by 2020.

The project is situated at the Pinghu Logistics Park in Longgang District
of Shenzhen, occupying a site area of approximately 1.06 million square
meters (“sq. m.”). As at 31 March 2018, CSC Shenzhen had acquired
100% attributable gross floor area (“GFA") of its total planned GFA of
approximately 2.64 million sq. m., and has completed approximately 2.39
million sg. m. of construction with phase I, phase Il and part of its phase
IIl properties in operation, covering industries such as textile and clothing,
leather and accessories, electronic parts, printing, paper products and
packaging, metals and chemicals, plastic materials, hotel supplies, tea and
teaware, cross-border products, E-commerce, home furnishing, outlets,
produce and flower market, etc.

Positioned as a modern large-scale integrated logistics and trading
platform to serve the Guangdong-Hong Kong-Macao Big Bay Area,
CSC Shenzhen covers a wide spectrum of product range, from raw
materials to finished products of various industries and themed products,
complemented by comprehensive ancillary facilities and services including
offices, residential facilities, outlet mall, conference and exhibition
facilities, both bonded and common warehousing, hotels and restaurants,
banking and financial services, on-site logistics services in couple of quality
testing services, property management, E-commerce platform and on-site
government bodies, etc.

China South City Holdings Limited ZEEHIER AR A T
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Integrated logistics area in CSC Shenzhen
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Plaza 1 in CSC Nanchang
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China South City Nanchang

China South City Nanchang (“CSC Nanchang”) is located at the
transportation hub for the Yangtze River Delta and the Pearl River Delta
Economic Zone. Situated in Honggutan New District of Nanchang, the
capital of Jiangxi Province, the project is readily accessible to suppliers,
manufacturers and merchants via major highways, the largest port on
the Gan River and a complete freight network which includes a cargo
marshal yard, a container terminus and an international airport, coupled
with Nanchang West Railway Station — a principal high-speed rail station
located just 1.2 kilometer (“km") from CSC Nanchang.

The project has a total planned land area of approximately 2.61 million
sg. m. with a total planned GFA of approximately 6.87 million sg.m.. As
at 31 March 2018, CSC Nanchang had acquired land with approximately
4.79 million sq. m. planned GFA, and has completed approximately 2.40
million sq. m. of construction. Industries in operation in CSC Nanchang
include building and decoration materials, small commodities, textile and
clothing, leather and accessories, healthy and green products, outlets, etc.

As the first provincial-level E-commerce Model Base in Jiangxi Province
and state-level University Students’ E-commerce Business Incubator
in Nanchang, CSC Nanchang has successfully attracted numerous
E-commerce enterprises to move in since its establishment and cooperated
with tertiary institutes to proactively consolidate its resources in wholesale
and E-commerce, so as to create a closer cooperation between the
E-commerce startups and manufacturing enterprises, thereby helping
small and medium-sized enterprises (“SMEs") within the project to
transform and upgrade.

China South City Holdings Limited ZERF3HIZRGR A 7
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Plaza 5 in CSC Nanchang E-commerce center in CSC Nanchang
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Plaza 2 in CSC Nanning
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China South City Nanning

China South City Nanning (“CSC Nanning”) is located at Nanning, the
capital of the Guangxi Zhuang Autonomous Region and a critical gateway
between China and the Association of Southeast Asian Nations (“ASEAN")
countries. It is easily accessible by railway stations, highways and an
international airport. Strategically located in close proximity to Southeast
Asia and enjoying the advantage of a tariff waiver on cross-border
trade activities within the China-ASEAN Free Trade Area, CSC Nanning
endeavors to serve as a key hub for cross-border trade catering to the
demand from the Northern Bay Region and Southeast Asia.

The project has a planned net land area of approximately 1.83 million
sg. m. with a total planned GFA of approximately 4.88 million sg. m.. As
at 31 March 2018, CSC Nanning had acquired land with approximately
2.48 million sq. m. planned GFA, and has completed approximately 1.95
million sq. m. of construction. The project is in operation and covers
industries such as textiles and clothing, small commodities, ASEAN
products, home furnishing, tea and teaware, E-commerce, groceries,
automobiles, eSports, logistics, outlets, etc.

Through organizing a series of exhibitions, such as the China-ASEAN Expo
and Light Industrial Exhibition, and Ethnic and Cultural Festival, traffic flow
to the project as well as regional brand recognition of the project were
enhanced. With government bodies, major banks, hotels and cinema
moving in, ancillary facilities and services of the project have been further
enhanced.

China South City Holdings Limited ZERF3HIZRGR A 7
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Hardware and machinery products trade center zone A in CSC Xi'an
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China South City Xi‘an

China South City Xi‘an (“CSC Xi'an") is located at the Xi'an International
Trade and Logistics Park (“the Park”) in Shaanxi Province. As a local key
project, the Park is an open economic pilot zone and a core area for
modern service industry. It aims to be the largest international transit hub
port and logistics distribution center along the Silk Road Economic Belt
and an important strategic platform for the “Belt and Road” initiative. The
Park is also one of the three largest clusters of China (Shaanxi) Pilot Free
Trade Zone.

The project has a total planned land area of approximately 10.0 million
sg. m. with a total planned GFA of approximately 17.5 million sg. m..
As at 31 March 2018, CSC Xi’an had acquired land with approximately
4.68 million sq. m. planned GFA, and has completed approximately 1.57
million sg. m. of construction. The industries CSC Xi‘an in operation covers
hardware and machinery, curtains and fabrics, textile and clothing, leather
and fur, automobiles and parts, building and decoration materials, cross-
border E-commerce, outlets, Central Asia and ASEAN product exhibition
center, etc.

Benefitting from geographic advantages of the Park, CSC Xi'an is
highly accessible. Apart from the intricate spider highway network to all
directions, CSC Xi'an is connected to a railway container terminal and the
largest bonded area in the northwestern region of China, along with two
planned subway lines crossing the site, and among which subway line 3
has commenced operation.

China South City Holdings Limited ZEEHIER AR A T
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Subway line 3 passing through CSC Xi‘an
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Sales center in CSC Harbin
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China South City Harbin

Located at the Daowai District of Harbin, the capital of Heilongjiang
Province, China South City Harbin (“CSC Harbin") fully utilizes its
advantageous location in Northeast China, a premier hub for cross-border
trade with countries in Northeast Asia.

The project has a planned land area of approximately 10.0 million sg. m.
with a total planned GFA of approximately 12.0 million sg. m.. As at 31
March 2018, CSC Harbin had acquired land with approximately 5.04
million sg. m. planned GFA, and has completed approximately 1.53 million
sg. m. of construction. Currently, the trial operations of CSC Harbin cover
industries such as hardware and construction materials, green food, small
commodities, hotel supplies, leather and fur, building and decoration
materials, seed market, E-commerce, cultural tourism, outlets, etc.

Leveraging its proximity to the China-Russia border geographical location
and local industries advantages, CSC Harbin will seize the opportunities
arising from the area’s development potential and endeavor to become
the largest integrated logistics and trade center in Northeast China.

China South City Holdings Limited ZEEHIER AR A T
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Automobile and parts trade center in CSC Zhengzhou
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China South City Zhengzhou

China South City Zhengzhou (“CSC Zhengzhou”) is located in Zhengzhou,
the capital of Henan Province, adjacent to the Airport Economy Zone
("AEZ") of Zhengzhou, the only state-level AEZ with a complete network
which includes an international airport, high-speed train, intercity train,
metro and highway and acts as an integrated transport hub providing
seamless connectivity. The project is highly accessible and enjoys extensive
transportation links — it is a mere 16 km away from Zhengzhou Xinzheng
International Airport and only a couple of kilometers away from the
Beijing-Guangzhou Railway Freight Station and the Beijing-Hong Kong-
Macao Highway. The south extension of subway line 2 connecting
downtown area and the airport passing through CSC Zhengzhou with
three stations, has commenced operation.

The project has a total planned net land area of approximately 7.0 million
sg. m. with a total planned GFA of approximately 12.0 million sg. m.. As
at 31 March 2018, CSC Zhengzhou had acquired land with approximately
8.90 million sg. m. planned GFA, and has completed approximately 2.86
million sq. m. of construction. The industries CSC Zhengzhou in operation
cover building and decoration materials, small commodities, hardware and
machinery, automobiles and parts, non-staple food, clothing, E-commerce,
outlets, etc.

CSC Zhengzhou has received overwhelming support from the local
government since its establishment. With more occupants moving in,
CSC Zhengzhou will continue to strengthen its value-added services such
as E-commerce, logistics and warehousing services and outlet operations
to cater to the strong demand for integrated logistics and trade centers
in China’s inland regions, and provide a convenient trading platform to
promote trade among cities in Central China.

China South City Holdings Limited ZERF3HIZRGR A 7
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Residential ancillary under Zhongyuan E-commerce
construction in CSC Zhengzhou building in CSC Zhengzhou
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Residential properties in CSC Hefei
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China South City Hefei

China South City Hefei (“CSC Hefei”) is located at Hefei, the capital
of Anhui Province, and the transport and economic hub at the heart
of Eastern China. CSC Hefei benefits from its strategic location in the
Hefei Taohua Industrial Park, which is equipped with well-developed
infrastructure, together with a planned transportation system of railways,
highways and river transportation across China.

The project has a total planned net land area of approximately 10.0 million
sg. m. with a total planned GFA of approximately 12.0 million sg. m.. As
at 31 March 2018, CSC Hefei had acquired land with approximately 5.99
million sg. m. planned GFA, and has completed approximately 2.07 million
sg. m. of construction. Currently, the planned operations of CSC Hefei
cover industries such as automobiles and parts, hardware, building and
decoration materials, textile and clothing, small commodities, non-staple
food, etc. Outlet mall commenced operation during the Year.

As Hefei further plays its role as the political, economic, cultural and
financial center at the heart of Eastern China, CSC Hefei aims to capture
opportunities arising from the area and develop into a major large-scale
integrated logistics and trade center in the region.

China South City Holdings Limited ZERF3HIZRGR A 7
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Food court in CSC Hefei
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Automobiles and parts trade center in CSC Chongging
REEERRETER GRS D0

China South City Chongqing

China South City Chongging (“CSC Chongging”) is strategically located
at the Banan District of Chongqing Municipality, the first Group’s project
in municipality. The project is highly accessible to the city center and other
regions given its strategic location in the Chongging Highway Logistics
Base, the state-level transportation infrastructure and large highway base
in the western region.

The project has a total planned net land area of approximately 5.9 million
sg. m. with a total GFA of approximately 13.1 million sq. m.. As at 31
March 2018, CSC Chongging had acquired land with approximately 6.63
million sg. m. planned GFA, and has completed approximately 1.47 million
sq. m. of construction. The planned operations of CSC Chongging
cover industries such as small commodities, hardware and machinery,
hotel supplies, building and decoration materials, textiles and clothing,
automobile and parts, lightings and lamps, metals, cultural tourism, etc.
Outlets commenced trial operation in September 2017.

CSC Chonggqing is currently under construction. The surrounding
transportation network and the growing maturity of business circles in
Banan District will lay a good foundation for the future transportation
convenience and commercial environment of the project.

China South City Holdings Limited ZEEHIER AR A T
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The exhibition center in
CSC Chonggqing
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Building and decoration
trade center in CSC Chongging
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9,405,370
2018

7,838,510

2017
6,136,262

2016
9,757,767
2015

13,468,322
2014

Net assets value

BEERE

36,400,754

2018

28,479,391

2017

26,368,465

2016

25,021,816
2015

20,144,145
2014

China South City Holdings Limited ZErEiHiERER A T

Profit attributable to owners of the parent
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2017
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2016

1,854,273
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2,677,696
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Financial Highlights (Continued)

R REE (&)
For the year ended 31 March 2018 2017 Approximate
BZE3AIBLEE HK$'000 HK$'000 Change %
FTHET FET HEA 18 %
Contracted sales BHRIHE 12,025,886 8,635,650 39.3
Revenue WA 9,405,370 7,838,510 20.0
Among which, Recurring income Heb o HEMERA 2,019,976 1,597,957 26.4
Gross profit margin EF=E 43% 45%
Profit attributable to owners ISUNCIE 2 =PN/
of the parent SR FHE 4,511,679 4,322,626 4.4
Core net profit attributable to S ARER ARG
owners of the parent* RZFF > 1,608,548 1,351,212 19.0
Earnings per share — Basic TR B R — F AR HK56.35 centsi& il HK53.99 centsi&{ll 4.4
Cash and bank balances** P& RERTTIEI:* 10,655,692 10,490,909
Proposed final dividend per share FORAHARR B (FRR) HK5.0 centsiB{lli*** HK5.0 centsi# 1l

* Represents the net profit attributable to owners of the parent excluding fair value gains on investment properties and related tax effects,
provision for impairment loss of available-for-sale investments and loss on redemption of senior notes.
RERAREVERTFEERLEARBTE  AIHEESRREFEREBENELEAZR  BENS A RRE ARGFRE -

**  Represents cash and cash equivalents and restricted cash.

REBRERBEEBEYREZRHRS -

***  Scrip dividend alternative at a price of HK$1.50 per Share was provided.

ALERARRE - BRA1.50%T -

Contracted Sales by Projects

BRIERBDEHNHEE

% 48 ' Q
l
/o
%
/o ~ - 7%
’ v 9Y A ,
FY2014/15 =k ; FY2016/17  17% X ’
2014/158 REE 2016/17B81 L EEE
% HK$11,321 million % HK$8,636 million
113.211847T 86.36/E 87T
' )%
9Y. l
| 29
5%
FY2013/14 FY2017/18
2013148 B FY2015/16 2017/188 BN B
HK$14,106 million 2015/16 L EE HK$12,026 million
141.06{87% 7T HK$6,628 million 120.26f847T
66.2818487T
Shenzhen Z#|l Nanchang 3 & Nanning FJ 2 @ cChongaing EF
Xi'an A% O Habin BEE Zhengzhou ZF M| Hefei & AE
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Chairman’s Statement
FERS

On behalf of the Board of the Company, together with its subsidiaries, |
report herewith the consolidated annual results of the Group for the fiscal
year ended 31 March 2018.

Results and Dividend

China’s macro-economy grew steadily the past year. As the central
government continued to press ahead with supply-side structural reform,
the economic foundation for China’s high-quality development took
shape with stable growth the past few quarters and positive changes in
structure and sources of growth. In the first quarter of 2018, China posted
a better-than-expected 6.8% GDP growth. The growth rate has stayed
within the 6.7-6.9 percent range for the 11th straight quarter. China’s
manufacturing Purchasing Manager’s Index (“PMI”) stood at 51.4% in
April 2018, sitting well above the expansionary threshold of 50%. It also
marked the 21st straight month of expanding business conditions in
China.

Capitalizing on China’s resilient economic growth, the local governments’
accelerated efforts in promoting industry upgrade, as well as the
Company’s maturing projects, China South City strategically increased
sales of its residential ancillary and enhanced its value-added ancillary
services to tap the robust demand from the tenants for its integrated
logistics and trade centers and, with the improvements in transportation
and infrastructure in and around our projects, the demand from people in
the cities and counties near the relevant projects. As a result, the Group
achieved a strong contracted sales growth of 39.3% to HK$12,025.9
million (FY2016/17: HK$8,635.7 million) during the Year. Its revenue also
surged by 20.0% to HK$9,405.4 million (FY2016/17: HK$7,838.5 million),
out of which recurring income grew by 26.4% to HK$2,020.0 million
(FY2016/17: HK$1,598.0 million).

Net profit attributable to owners of the parent increased 4.4% to
HK$4,511.7 million (FY2016/17: HK$4,322.6 million) while core net
profit attributable to owners of the parent — excluding fair value gains on
investment properties and related tax effects, provision for impairment loss
of available-for-sale investments and loss on redemption of senior notes —
increased by 19.0% to HK$1,608.5 million (FY2016/17: HK$1,351.2
million). Basic earnings per share increased to HK56.35 cents (FY2016/17:
HK53.99 cents).

The Board recommend the payment of a final dividend of HK5.0 cents
per share of the Company (“Share”) for FY2017/18 (the “Final Dividend”)
(FY2016/17: HK5.0 cents per share) to shareholders of the Company (the
“Shareholders”) whose names appear on the register of members of the
Company on 29 August 2018. Shareholders may elect to receive the Final
Dividend in one of the following ways: (a) in cash; or (b) new fully paid
Shares (the “New Shares”) in lieu of cash; or (c) partly in cash and partly
in New Shares in lieu of cash (the “Scrip Dividend Scheme”).
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Chairman’s Statement (Continued)
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The Scrip Dividend Scheme is conditional upon (1) the approval of the
proposed Final Dividend at the annual general meeting of the Company
(the "AGM") to be held on 21 August 2018; and (2) the Listing
Committee of The Stock Exchange of Hong Kong Limited granting the
listing of and permission to deal in the New Shares to be issued under the
Scrip Dividend Scheme.

Review of the Market and Operations

Set to Harvest and Reap Benefits from the
Development of its Projects

As one of the leading developers and operators of large-scale integrated
logistics and trade centers in China, China South City has developed a
diversified and flexible business model to facilitate industry upgrade and
transformation of the traditional economy and to support innovative and
sustainable development. Its portfolio of projects, covering integrated
logistics and trade centers, supported by commercial and residential
ancillary facilities, occupy a strategic footprint in major provincial capitals
and a municipality in China, through the success in replication of our
business model, serving tenants from a wide range of industries and
various business categories.

Leveraging the diversity of its properties and a wide variety of ancillary
services offered to merchants and visitors, this unique business model
enables the Group to tactically adjust its business focus according to the
stage of development of the projects, and market demand in different
localities. The offering of ancillary services also facilitates stable and
recurring income streams for the Group to mitigate the impacts of cyclical
fluctuations in order to ensure long-term business sustainability.

With more and more projects opening and scaling up after years
of development, China South City has evolved into a new phase of
development. In its early stage of development, significant investment was
made in its core business to acquire land for construction of integrated
logistics and trade centers. As its projects gradually came into operation
with improved accessibility with increasingly elaborated infrastructure,
there is robust market demand for residential ancillary of the Group
during the Year. The Group has, therefore, strategically expedited the
development and sales of its residential projects, especially in CSC
Zhengzhou and CSC Chongging. The Group recorded a 48.9% leap in
residential properties sales in FY2017/18, accounting for 84.5% of total
contracted sales (79.0% of total contracted sales in FY2016/17).

In addition, through the increase in residential support on our projects
would increase on-site flow of people, and therefore attract more
potential tenants, which promote the growth and prosperity of
the logistics and trade centers, and subsequently complement the
development path of “China South City Ecosystem”.
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Chairman’s Statement (Continued)
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Fostering Growth of Recurring Businesses and
Stepping Up Development

For more than 15 years, China South City has had a strong market
presence and established itself as a nationwide leading large-scale
integrated logistics and trade center developer and operator in China. As
the Group enters its next phase of development, it continues to leverage
its success in trade center development and operation to step up the
development of its recurring businesses which aim to stabilize its revenue
stream and pursue sustainable growth.

The Group regards property management as a value-added service
provided for its tenants to better address their needs. During the Year, the
property management business of the Group became a stable revenue
stream for the Group and registered an excellent growth attributable to
the expanding scale and growing maturity of the projects. As the Group'’s
property management arm, First Asia Pacific Group Company Limited
(“First Asia Pacific”) offers a wide range of quality and professional
property management services for different types of residential and
commercial properties of the Group, including trade centers, office
buildings, hotels, residential ancillaries, etc. With the Group’s existing
projects continuously scaling up and maturing, this business segment is
expected to maintain a visible growth in the coming years.

Outlet operations were again one of the strongest recurring revenue
drivers for the Group during the Year. Driven by the rising middle class,
growing consumption and urbanization in China, demand for value-for-
money branded goods continued to grow. After years of development,
the Group scaled up its operation by expanding its footprint as well as
product offerings. As at 31 March 2018, the Group had set up a total
of eight outlet malls in Shenzhen, Nanning, Nanchang, Xi‘an, Harbin,
Zhengzhou, Hefei and Chongging, with a total GFA of 452,000 sg. m.
and over 570 different brands. The Group is also currently building a one-
stop and integrated “B2C+020" branded outlet platform to meet the
rising demand of its customers.

“Internet Plus” remains a core strategy of China South City’s fourth
generation integrated logistics and trading platform. The Group continues
to utilize E-commerce not only to improve the business of the tenants
of its projects, but also to induce online B2B businesses to open physical
stores in the Group’s projects. During the Year, on the back of its existing
E-commerce business, the Group jointly developed a new online B2B
industrial metal hardware procurement and trading platform with JD
Cloud to provide better one-stop solution to its clients. With a view to
further strengthening the development of its E-commerce business,
the Group will try to extend more co-operations with Tencent Holdings
Limited (“Tencent”) and its invested companies.
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Regarding the logistics and warehousing business, the Group adopts
an operation model of “Internet + Industry Parks”, aiming to realize
a seamless connection between the logistics-end, i.e. transportation,
warehousing, distribution, etc., and the customer-end, i.e. manufacturing,
sales, E-commerce, etc., so as to establish a China South City pan-logistics
network. Riding the wave of digitalization in China’s logistics industry, the
Group aims to set up an influential supply chain and big data platform
in China with innovative technology such as big data and artificial
intelligence, to further strengthen its supply chain service capabilities and
enhance its ability to provide quality services with variety.

Following the pace of the times, China South City is also constantly
seeking new developments and breakthroughs. CSC Shenzhen, the first-
ever project of the Group, acting as an experimental field, intends to have
its business model upgraded, striving to become the global supply chain
technology innovation center, state-level E-commerce demonstration
base, and the core engine of manufacturing transformation and upgrade
amongst Guangdong-Hong Kong-Macao Greater Bay Area, so as to
realize industry-project integration and mutual development.

Stable and Balanced Financial Management

During the Year, the Group continued to exercise a balanced approach
in addressing both financial health and needs of development strategies
to ensure its long-term sustainable growth. As the Group is gradually
entering the next phase of development, there will be more capital
allocation to residential ancillary expansion to meet the increasing market
demand especially the demand from on-site tenants. Nevertheless, the
Group will also aim to strike an optimal balance between liquidity and
profitability while considering any major capital investment. Meanwhile,
adhering to a balanced financial strategy, the Group continues to diversify
and broaden its financing channels, including both onshore and offshore,
so as to manage financing costs and enhance cash flows of the Group.
As at 31 March 2018, gearing ratios of the Group had decreased slightly
while cash and cash equivalents and restricted cash increased slightly
compared year-on-year, maintaining a strong liquidity.

Future Prospects

China will further deepen structural reforms and curb risks while
maintaining steady economic growth in 2018. It is commonly believed
that the economy this year is registering a stable performance with good
momentum for growth and the business environment is continuing
to improve. In the manufacturing sector, China is encouraging
industry transformation and upgrade, and will establish national-level
demonstration areas in cities and city clusters in the eastern, central
and western regions, which are expected to boost the vitality of the
manufacturing sector and in turn benefiting the Group’s development.
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Recurring businesses have long been part of the Group's key initiatives,
contributing to its sustainable and long-term development. Forging
ahead, the Group will further strengthen the development of its recurring
businesses and accelerate their growth as the projects are scaling-up and
maturing. In addition, China South City continuously reviews its strategic
plans, including potential spin-off opportunities of its recurring businesses,
as part of its long-term outlook to unlock greater value, and build a
better, faster and stronger platform for their independent growth, along
with developing their independent financing channels to support future
development.

For FY2018/19, China South City will focus on strengthening its business
operations, upgrading its service standards, and increasing the supply of
various ancillary facilities, especially the commercial complexes featuring
office buildings and apartments, are expected to attract more E-commerce
or internet companies to move in. It will not only build up popularity,
but also create a good business atmosphere for various ancillary services.
At the same time, China South City will enhance the inputs on projects.
Through industry upgrading, China South City would become a livable
community also good for business and leisure.

The management expects the Group to achieve an annual sales target of
HK$16 billion for the fiscal year ending 31 March 2019 (“FY2018/19").
Regarding recurring business, the Group will strive to keep its growth
momentum and develop more diverse and stable revenue streams.

Finally, on behalf of the Board, | wish to express my deepest gratitude
to the Group’s valued shareholders, customers and business partners
for their trust and continued support of the Group. | would also like to
thank the Management and staff for their dedication and wholehearted
commitment, which have helped China South City grow from strength to
strength.

Cheng Chung Hing
Chairman and Executive Director

Hong Kong, 28 June 2018
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Business Review

Entering a New Stage of Growth

During the Year, the economy in China generally maintained a stable
growth path while showing positive signs of development. Economic
vitality, momentum and potential were constantly released with
remarkable growth in stability, coordination and sustainability. The GDP
of China increased by 6.9% year-on-year in 2017, reaching medium-to-
high growth. The housing market was the backbone of GDP growth due
to strong demand nationwide. Meanwhile, as China’s economic transition
continued, consumption was key for stable economic growth, which
brought new opportunities to the Group and the SMEs in the projects.

Building on a unique and proven business model, China South City
has developed a strategic and diversified portfolio of projects in eight
provincial capitals and municipality in China. It aims to develop a modern,
integrated logistics and trade center platform with ancillary services
to support the SMEs within China South City projects to upgrade and
become integrated physical and online businesses. To that end, the
Group has made necessary and significant investments in the initial stage
of project development, including land purchase and establishment of
an integrated logistics and trading platform. To generate a stable and
long term revenue stream, the Group selectively retains as investment
properties a portion of its developments, including trade centers,
commercial and other ancillary facilities.

As more and more projects have commenced operations and become
accessible, the Group saw robust demand for its ancillary facilities and
services by the occupants and its employees within China South City
projects. The Group, therefore, strategically deployed more resources
to ramp up the development of residential facilities to unlock the
growth potential of its projects. Aiming to achieve long-term business
sustainability, the Group stepped up the provision of ancillary services
such as property management, warehousing and logistics services, outlets
operations, E-commerce, trade fairs and exhibitions, as well as financial
services in accordance with the increasing activities in and around the
projects. With strategic expansion of the ancillary services, the Group has
also successfully formed a unique “China South City Ecosystem” in its
existing projects.

With an extensive land bank on-hand, the Group is able to adjust its
strategy to generate a strong cash inflow from contracted sales of its
residential facilities while driving a sustainable growth of its recurring
income from investment properties and ancillary services. As ancillary
services are businesses less capital intensive, the move is set to support
the Group’s development as it embarks on the next chapter of business
growth.
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In addition, as the first-ever and most mature project of the Group, CSC
Shenzhen has been developed into the innovation base for pilot programs
of transformation and upgrade. During the Year, the Group continued
to replicate CSC Shenzhen’s successful experience to other projects
and delivered an outstanding performance in both contracted sales and
recurring businesses.

During the Year, the Group's total revenue increased by 20.0% to
HK$9,405.4 million (FY2016/17: HK$7,838.5 million). Its recurring income
grew by 26.4% year-on-year to HK$2,020.0 million from HK$1,598.0
million in FY2016/17, accounting for 21.5% of the total revenue
(FY2016/17: 20.4%). Gross profit margin was 43% (FY2016/17: 45%).
Net profit attributable to owners of the parent was HK$4,511.7 million
(FY2016/17: HK$4,322.6 million). Basic earnings per share amounted to
HK56.35 cents (FY2016/17: HK53.99 cents).

Unlocking the Potential of the Ever-growing
Recurring Businesses

Following years of projects development and expansion, China South City
has gradually entered into phase of operation and started to see the fruits
of rewards. During the Year, the Group recorded a growth in its total
recurring income of HK$2,020.0 million (FY2016/17: HK$1,598.0 million),
representing a significant increase of 26.4%. Revenue generated from
rental, property management, E-commerce, logistics and warehousing
services and outlet operations reached HK$731.7 million, HK$375.5
million, HK$245.2 million, HK$218.1 million and HK$354.9 million
respectively (FY2016/17: HK$699.7 million, HK$288.8 million, HK$213.7
million, HK$162.0 million and HK$200.8 million respectively).

Property Management

The Group has always been striving to be a leading developer and
operator of large-scale, integrated logistics and trade centers. In the past
15 years, in view of projects’ growth and market demand, China South
City has developed different types of properties, such as trade centers,
residential premises, office towers, warehouses and other commercial
complexes. All these properties, together with respective project spaces
as a whole, are serviced by the Group’s wholly-owned subsidiary, First
Asia Pacific. The business scale and diversified industries contained in
China South City model give First Asia Pacific an edge over its property
management counterparts. First Asia Pacific is one of the very few
capable of managing both trade center premises as well as residential
properties, and has become a state-level First-Class qualification property
management company in China for its 15 years of development. It
has also been awarded “2018 China Top 100 Property Management
Companies” and “2018 China Leading Property Management Companies
in terms of Characteristic Service” by China Index Academy.
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First Asia Pacific currently provides comprehensive property management
services to the Group’s projects, as well as bespoke services, such as
event management and security, concierge service, on-site multimedia
management, insurance agency, etc. In addition to China South City’s
projects, First Asia Pacific has started to expand its business outside
the Group, further enhancing its core competitiveness in the industry.
Following the technology trend, First Asia Pacific gradually has its
service upgraded, going digitalised and mobile, including computerized
management system and staff-end mobile App, as well as client-
end WeChat public account, so as to improve effectiveness, reduce
management costs and automate business procedures. In future, aiming
to be a leading property management enterprise, First Asia Pacific will
keep growing with the business environment, providing different and
more client-oriented services to its clients.
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Services provided by First Asia Pacific

F—DARGEE

During the Year, revenue generated from property management reached
HK$375.5 million (FY2016/17: HK$288.8 million), an increase of 30.0%
year-on-year. With more projects commencing operations, the Group
believes that recurring income will continue to increase, bringing a stable
cash flow to the Group.

Logistics & Warehousing Services

The Group’s logistics and warehousing facilities in general are being
developed along the projects of China South City, which are strategically
located in major provincial capitals and municipality, and well connected
to key domestic logistics nodes in the PRC. During the Year, revenue
generated from logistics and warehousing services amounted to
HK$218.1 million (FY2016/17: HK$162.0 million), an increase of 34.6%
year-on-year.
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With the growing maturity of the Group’s projects, coupled with China’s
E-commerce boom, there is a strong demand on warehousing facilities
and logistics services from on-site tenants, E-commerce companies and
third-party logistics providers. In view of this, the Group, apart from
its continuous betterment on facilities and service quality, intends to
strengthen its nationwide warehousing network at several core locations,
so as to create platforms that combine on-site logistics operation,
warehousing, and forwarder distribution. These platforms aim to support
diversified distribution channels that caters high-end enterprises. The
Group also plans to provide logistics and inventory management services
to its strategic clients in order to further enhance its scope of services and
increase customer loyalty.

Outlet Operations

As the country shifts from an export-driven economy to a more
consumption- and service-driven model, retail sales have contributed
significantly to China’s economic growth. Consumption contributed
58.8% of China’s economic expansion in 2017 and will continue to play
an integral role in boosting China’s economic development. Furthermore,
China’s disposable income per capita surged 9% year on year in 2017. A
consumption-driven economy together with greater disposable income is
creating more opportunities for the Group’s outlet business.
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Outlet mall in CSC Hefei
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The outlet business generated strong recurring income for the Group
during the Year. It continuously delivered value-for-money branded
products and high-quality shopping experiences to customers. On the
back of the well-established project portfolio and improved accessibility,
the outlet business continued to record sustained growth and
supported the Group’s projects by driving a steady visitor flow. Its future
development will be responsive to market changes and consumer demand
and the Group will explore and select more brands suitable for the needs
of the market.

Over the years, the Group has achieved a better-than-expected
performance in its outlet operations and successively delivered satisfactory
results. As at 31 March 2018, the Group operated eight outlet malls
housed over 570 renowned domestic and international brands with total
operating GFA of approximately 452,000 sq. m. in its existing projects.
The new outlet projects located in CSC Zhengzhou, CSC Hefei and CSC
Chongging commenced operation with a steady rise in performance
during the Year. Recognizing the inherent opportunity in China’s strong
domestic demand for affordable foreign luxury goods, the Group
continued to operate its own luxury goods outlet chain shops based on
the “direct oversea sourcing” model. Being well-received by the market
the luxury goods outlet chain business expanded to Nanchang and
Chongging projects during the Year.
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During the Year, the Group’s outlet operation recorded a gross mall sales
turnover of approximately RMB1,690.7 million (FY2016/17: RMB1,072.1
million), representing a year-on-year increase of approximately 57.7% and
generated a recurring income of HK$354.9 million (FY2016/17: HK$200.8
million), which was a year-on-year increase of approximately 76.7%. In
terms of sales turnover, CSC Shenzhen remained the largest contributor.

E-commerce Development

With worldwide largest number of Internet users, the importance to
implement “Internet Plus” strategy to enhance national economy and
industries becomes indisputable. At the 19th CPC National Congress,
General Secretary Xi Jinping proposed to speed up the transition to
influential advanced manufacturing country. China will promote and
intensify the integration of Internet, big data, artificial intelligence
together with real economy. As “Internet Plus” remains a core strategy
for China South City's fourth-generation integrated trade logistics and
trading platform, the Group will strive to grasp the opportunities brought
about by relevant policies.

A key initiative of the Group is to develop its online-offline ecosystem,
while on one hand its E-commerce platform could be leveraged to
optimize business of our on-site tenants, on the other its logistics and
trade centers also provide brick-and-mortar space to online business to
expand their offline presence.

In March 2018, the Group has launched its Maintenance, Repair and
Operations (“MRO") e-commerce Mall (www.buy5j.com), a one-stop
procurement platform for industrial products. The MRO Mall was jointly
developed by www.csc86.com (£ 4), an e-commerce platform of the
Group, and JD Cloud. Through the integration abundant offline resources
of the Group and JD Cloud'’s advanced cloud technology, the MRO Mall is
enabled to provide one-stop quality B2B industrial hardware procurement
services for both enterprise clients and retailers.
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With a focus on MRO purchasing, the newly established platform covers
industrial products including machinery hardware and consumables,
industrial automation and security system, civil engineering equipment,
etc. The Group is continuously optimizing and integrating various supply
chain resources and aim to develop an efficient, effective and safe one-
stop procurement solution for all industrial procurement enterprises.

Trade Fairs

Many of the Group's projects has been selected to host important trade
fairs and exhibitions organized by various local governments. These events
were well received by international and local exhibitors as well as visitors.
The success of these events considerably raised the profile of the Group’s
projects, boosted visitor and business traffic as well as created more
business opportunities for the tenants of its trade centers.

Events at a Glance

Ethnic and Cultural Festival cum Trade Fairs

The 4th Ethnic and Cultural Festival cum Trade Fairs was held in CSC
Nanning in mid-April 2018. The festival has been successfully held for four
consecutive years and attracts a large number of tourists to the project
every year. The nine-day event has significantly boosted the sales of the
tenants, generated tremendous visitor flow and business opportunities,
and raised brand awareness of China South City within the region.
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Central China Commodities Trade Fair cum CSC
Zhengzhou Spring Festival Fair 2018

The 3rd Central China Commodity Trade Fair cum CSC Zhengzhou Spring
Festival Fair 2018 was held in CSC Zhengzhou in January 2018. The
event has been successfully held for three consecutive years. Meanwhile,
the event which aims to provide a seamless connection for suppliers
and purchasers, both local and overseas, has also become a successful
demonstration of China South City’s operation model of “Trade Center +
Trade Fair”.

China-ASEAN Expo and Light Industrial Exhibition
The 14th China-ASEAN Expo, co-hosted by Ministry of Commerce of the
PRC, the Economic and Trade Departments of the ten ASEAN counterparts
and the China-ASEAN Expo Secretariat, and organized by the Government
of the Guanxi Zhuang Autonomous Region, took place in CSC Nanning
in September 2017. The four-day event attracted exhibitors from 68
countries and regions and heavy visitor flow. During the event, China
ASEAN Expo and Light Industrial Exhibition was hosted by CSC Nanning
for the 8th consecutive year, which has firmly established CSC Nanning
as a hub for light industrial products trading between China and ASEAN
countries, strengthened trade links and cultural exchanges between both
sides, and increased the Group’s brand recognition in the region and
among ASEAN countries.

China Commercial Vehicles Fair

The 2nd China Commercial Vehicles Fair was held in CSC Chongging in
September 2017. As a leading international fair for commercial vehicle
industry, the event attracted a number of renowned international and
local automobile brand exhibitors and significantly boosted their sales.
The event not only promoted the development of the commercial vehicle
industry in Chongging, but also brought continuous flow of business,
logistics, capital and information to CSC Chongging, thus generating
more business opportunities for on-site tenants.
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China-Russia Expo and Harbin International
Economic and Trade Fair

The 4th China-Russia Expo and the 28th Harbin International Economic
and Trade Fair — China South City sub-venue kicked off in CSC Harbin
in June 2017. Harbin International Economic and Trade Fair has become
the window of China to the world, laying the platform for the economic
and trade cooperation with Northeast Asia and the world. It has been
regarded as a leading exhibition for Sino-Russia on economic, trade and
technology cooperation and received great attention from governments
at all levels. Enterprises and institutions from both domestic and overseas
participated actively in the exhibition, which brought tremendous visitors
and business opportunities to CSC Harbin, and enhanced the status of
CSC Harbin in Northeast Asia Economic Zone.

ITFCEWC cum the Silk Road International Expo

The 21st Investment and Trade Forum for Cooperation between East &
West China (“ITFCEWC") cum 2017 Silk Road International Expo was
held in Xi’an in June 2017. The five-day event included the exhibition of
electronic machinery and hardware products in the five northwestern
provinces, International Food Festival, Silk Road Culture and Arts Festival,
etc. During the event, the “Silk Road Commodity Trade Fair” hosted by
CSC Xi'an exhibited numerous commodities produced by countries and
regions along Silk Road. Leveraging its convention and exhibition facilities
and easily accessible logistic network, CSC Xi'an not only integrated
the resources of countries along the Silk Road but also promoted full
cooperation, driving trade and logistics development in Xi‘an.
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Financial Management

The main objective of the Group’s financial management is to ensure its
long-run sustainable growth with a strong and stable capital base while
addressing financial health at the same time. To achieve this, the Group
actively manages its financing structure through different onshore and
offshore bank loans as well as inter-bank and capital market instruments
in order to achieve an optimal capital structure and maturity profile.

The Group proactively adjusted its business development strategies,
together with the pace of land acquisition and other capital expenditures
in concurrence with its cash flows from operating and financing activities,
in order to preserve liquidity as well as to keep its growth momentum.

During the Year, the Group improved its gearing ratios and maintained a
strong liquidity position which was supported by its satisfactory contracted
sales performance as well as its growing recurring businesses. As at 31
March 2018, the Group’s cash and cash equivalents and restricted cash
amounted to HK$10,655.7 million (as at 31 March 2017: HK$10,490.9
million). In addition, selling and distribution expenses and administrative
expenses reduced to 20.2% of revenue in FY2017/18 from 22.6% of
revenue in FY2016/17 through various cost and staff rationalization
measures.

Since the second half of the Year, China South City has grasped the
chance to issue an aggregate of US$800 million senior notes with a
weighted average coupon rate of 8.38%, prepared for the tightening
onshore financing resulting from factors like China’s leverage reduction
and US Federal Reserve's balance sheet reduction, to face up to capital
market uncertainties with a safeguard. During the Year, the Group had
offshore note arrangement as follows: the Group completed the issuance
of US$300 million senior notes due 2022 with an annual coupon rate
of 7.25% in November 2017. In January 2018, the Group issued a
US$250 million senior notes due 2021 with an annual coupon rate of
7.25%. Thereafter, the Group completed the issuances of an aggregate
of US$250 million senior notes due 2020 with an annual coupon rate of
10.875% in May and June 2018.

The successful multi-channel financings reflected the recognition of the
Group's credit profile amongst investors and banks both onshore and
offshore. To date, China South City remains a constituent of Hang Seng
Composite MidCap Index, which affirms the Group's proven business
model and leading position in the market.
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Strengthening of the Senior Management Team

To cope with the pace of development and the increasingly complex
environment, China South City continues to strengthen its management
team to ensure an optimum mix of management resources and
operational capabilities to deliver its business strategies.

During the Year, Mr. Cheng Chung Hing, one of the founders of the
Group, was re-designated as Chairman from Co-Chairman, continuing
to formulate the overall development planning and strategies of the
Group. Former Chief Executive Officer, Mr. Fung Sing Hong Stephen, was
promoted to Group Vice Chairman and Executive Director, responsible for
formulating capital market financing, merger and acquisition strategies, as
well as strategic alliances in operations of the Group, including extending
cooperations with the fellow companies of Tencent.

During the Year, Mr. Song Chuan was appointed as Chief Executive
Officer and Executive Director. Mr. Song, as former Chairman of CITIC
Urban Development and Operation Company Limited and former Chief
Executive Officer of CITIC Real Estate Company Limited, has extensive
experiences in large-scale enterprise operations, property development and
urban operations, and is expected to lead the Group to further develop
its businesses. In addition, the Group has also appointed Ms. Cheng Ka
Man Carman as Executive Director. Ms. Cheng, former executive director
of Man Sang International Limited (SEHK: 938), primarily responsible for
administration and operation of the Group.

The Group has also appointed Mr. Hui Chun Yip as Chief Financial
Officer, responsible for the overall financial management, establishing
and maintaining investor relations, as well as execution of the Group’s
capital market exercises. Mr. Hui was former Chief Financial Officer and
Company Secretary of Yuzhou Properties Company Limited (SEHK: 1628),
having over 16 years of experience in financial management.

Under the guidance of the Board, the strengthened senior management
team will continue leading the Group to create additional value for
shareholders.
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Land Bank

With its unique and flexible business model, the Group intends to retain
the commercial properties like logistics and warehousing facilities and
hotels, as well as not less than 50% of the trade center units for self-use
or long-term leasing purposes, while the remaining 50% of trade center
units and residential properties will be sold progressively to generate cash
flow for further development.

In order to support the Group’s growth momentum and revenue base, the
Group acquired new plots of land with GFA of approximately 2.31 million
sg. m. at a consideration of approximately RMB4,792 million for projects
in Hefei, Chongging, Zhengzhou, Nanchang and Harbin during the Year.
Most of these acquired lands were for residential purpose.
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Details of the land bank as at 31 March 2018 are as follows:

HZE2018F3 A3 1 B L fEEEBLT ¢

Properties
Planned
Properties for Future
Properties tobe Development Total Total Planned GFA
under  Completed on GFA Planned for Acquired Land @
Project Completed Properties ® Development by FY2018/19  Acquired @ GFA® (% to Total Planned GFA)
REBLH
1142018/19 REER
BREE EREME BR8 ERIBRILEZEERY
1EH BRINEO BRTME  RINME AREEVEQ  BEEEe  (HERHBZEEEAL)
(sq.m.) Sold Unsold Estimated Estimated Estimated %
(FRK) BS A& fiEt fiEzt (it
(CSC Shenzhen RY R 821,000 1,571,300 185,000 - 66,700 2,644,000 2,644,000 100%
(CSC Nanchang EEEE) 1,395,200 1,005,700 263,800 - 2,129,700 6,866,000 4,794,400 70%
CSC Nanning AEER 605900 1,347,200 2 - 56900 4880000 2,480,000 51%
CSC Xi‘an AREEN 720,600 845,000 499,800 228,500 2,611,200 17,500,000 4,676,600 27%
CSC Harbin BREERA 523,000 1,004,200 546,200 301,500 2,966,500 12,000,000 5,039,900 42%
(SC Zhengzhou Bz 1,201,500 1,661,000 1,811,900 463400  4230,100 12,000,000 8,904,500 74%
(CSC Hefei AIREREN 1,086,200 983,600 1,640,800 572,100 2,282,400 12,000,000 5,993,000 50%
(CSC Chongaing BRERY 248,600 1,190,200 552,700 552,700 4,634,500 13,100,000 6,626,000 51%
Total st 6,602,000 9,608,200 5,500,200 2,118,200 19,448,000 80,990,000 41,158,400 51%
Notes: B
(1) Represents the GFA for which the construction of all constituent buildings (1) HKXRETHRKERNSERYENZETE - BEEHE

)

(©)

(4)

had been completed, including properties held for sales, warehouse, offices,
hotels and trade centers properties held for rental purpose as well as self-use
properties.

Represents the remaining GFA after deducting the completed properties and
properties under development from the total planned GFA for acquired land.

Represents the GFA planned upon establishment of the projects. The actual
land and GFA to be acquired or built are subject to different factors and may
vary subsequently.

Represents the planned GFA for the land acquired including completed
properties and properties under development. The actual GFA to be built may
vary subsequently according to needs of the Group.

@)

3)
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China South City Shenzhen

CSC Shenzhen, the Group’s first project, is strategically located at the
heart of the Guangdong-Hong Kong-Macao Big Bay Area amid an
extensive transportation network. The project is situated at Pinghu
Logistics Park in Longgang District of Shenzhen, occupying an area of
approximately 1.06 million sq. m. and comprising a total planned GFA of
approximately 2.64 million sq. m..

With the local government further advancing the development of
Longgang District as an innovation center in the east of Shenzhen, its
social and economic infrastructure such as logistics, health care and
education will continue to improve, bringing more convenience to
occupants of CSC Shenzhen. In addition, transportation around the
project have been improving. According to Shenzhen Metro Planning, the
subway line 10, passing through CSC Shenzhen, commenced construction
in 2015 and is expected to be open for traffic by 2020. Upon completion,
the accessibility to CSC Shenzhen will be further improved, which in turn,
generate more business opportunities and uplift visitor traffic for the
project. At present, operations of CSC Shenzhen cover industries such
as textile and clothing, leather and accessories, electronic parts, printing,
paper products and packaging, metals and chemicals, plastic materials,
hotel supplies, tea and teawares, cross-border products, E-commerce,
home furnishing, outlets, produce and flower market, etc. During the
Year, CSC Shenzhen provided micro-credit service for on-site tenants,
assisting them in resolving financing difficulties for business development.

As at 31 March 2018, trade centers and ancillary facilities at phase I, phase
Il and part of phase Ill with a total GFA of approximately 2.39 million
sg. m. were in operation. The project is currently in phase Ill development.
As at 31 March 2018, construction of GFA of approximately 185,000 sg. m.
was underway.

In FY2017/18, CSC Shenzhen recorded total contracted sales of
approximately HK$1.9 million (FY2016/17: HK$645.9 million), including
a GFA of 100 sg. m. of residential ancillaries at an average selling price
(“ASP") of HK$19,400/sg. m.. There were no contracted sales in trade
centers (FY2016/17: 300 sg. m. at an ASP of HK$29,000/sq. m.) and
office units (FY2016/17: 52,200 sq. m. at an ASP of HK$12,200/sg. m.).

China South City Holdings Limited ZERFiHIZRGR A T
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China South City Nanchang

CSC Nanchang is located at the transportation hub for the Yangtze River
Delta and the Pearl River Delta Economic Zone. Situated in Honggutan
New District of Nanchang, the capital of Jiangxi Province, the project is
readily accessible to suppliers, manufacturers and merchants via major
highways, the largest port on the Gan River and a complete freight
network which includes a cargo marshal yard, a container terminus and
an international airport, coupled with Nanchang West Railway Station — a
principal high-speed rail station located just 1.2 km from CSC Nanchang.
As a new business center of Nanchang, Honggutan New District is
becoming more influential in administrative, commercial and cultural
aspects by the day. In addition, the gradual completion of local amenities is
driving visitor traffic and generating business opportunities, laying a solid
foundation for the development of CSC Nanchang. There is a state-level
University Students’ E-commerce Business Incubator in CSC Nanchang
indicating the achievement of CSC Nanchang in nurturing E-commerce
start-ups and assisting SMEs to transform and upgrade their business.

CSC Nanchang has a total planned land area of approximately 2.61
million sq. m. and a total planned GFA of approximately 6.87 million sq. m..
Industries in operation in CSC Nanchang include building and decoration
materials, small commodities, textile and clothing, leather and accessories,
healthy and green products, outlets, etc. During the Year, coping with
the market demand, CSC Nanchang sped up the development of ancillary
facilities, among which the residential ancillary met with strong demands,
contributing to a significant increase in sales.

As at 31 March 2018, CSC Nanchang has a total GFA of approximately 2.4
million sq. m. completed, including approximately 1.07 million sq. m. of
trade centers, approximately 1.28 million sg. m. of residential ancillary and
approximately 44,300 sg. m. of warehousing facilities. During the Year,
construction of a GFA of approximately 536,200 sq. m. of residential
ancillary facilities was completed. As at 31 March 2018, construction of a
GFA of approximately 263,800 sg. m. was underway.

In FY2017/18, CSC Nanchang recorded total contracted sales of
HK$2,123.9 million (FY2016/17: HK$2,948.6 million), including a GFA
of 1,500 sq. m. of trade center (detached style) at an ASP of HK$10,100/
sg. m. (FY2016/17: 30,900 sg. m. at an ASP of HK$9,000/sq. m.) and a
GFA of 202,500 sg. m. of residential ancillary at an ASP of HK$10,400/sq.
m. (FY2016/17: 304,800 sqg. m. at an ASP of HK$8,800/sg. m.). There are
no contracted sales in trade center (mall style) (FY2016/17: 200 sg. m. at
an ASP of HK$9,200/sg. m.) during the Year.
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China South City Nanning

CSC Nanning is located at Nanning, the capital of the Guangxi Zhuang
Autonomous Region and a critical gateway between China and ASEAN
countries. The project is easily accessible by railway stations, highways
and an international airport. Strategically located in close proximity to
Southeast Asia and enjoying the advantage of a tariff waiver on cross-
border trade activities within the China-ASEAN Free Trade Area, CSC
Nanning endeavors to serve as a key hub for cross-border trade catering
to the demand from the Northern Bay Region and Southeast Asia.

CSC Nanning has a planned net land area of approximately 1.83 million
sg. m. and a total planned GFA of approximately 4.88 million sg. m.. CSC
Nanning was conferred as “China-ASEAN Plaza” in 2011, aiming to forge
a regional trade and logistics hub. CSC Nanning was awarded as “National
AAA Class Tourist Attraction” as well. The project is in operation and
covers industries such as textile and clothing, small commodities, ASEAN
products, home furnishing, tea and teawares, E-commerce, groceries,
automobiles, eSports, logistics, outlets, etc. Through organizing a series of
exhibitions, such as the China-ASEAN Expo and Light Industrial Exhibition,
and Ethnic and Cultural Festival, traffic flow to, as well as regional
brand recognition of the project were enhanced. With the Group’s
nationwide project network becoming more mature, together with the
further improvement of ancillary facilities and services, CSC Nanning has
proactively enriched its tenant mix. During the Year, CSC Nanning further
launched residential properties to accommodate the housing demand in
and around the project. In addition, CSC Nanning provided micro-credit
services for on-site SMEs, assisting them in resolving financing difficulties
for business development during the Year.

The construction of CSC Nanning is still underway and has a total GFA
of approximately 1.95 million sg. m. completed, including approximately
896,600 sq. m. of trade centers, approximately 814,100 sq. m. of
residential ancillary, approximately 205,600 sq. m. of office facilities and
approximately 36,800 sq. m. of warehousing facilities. During the Year,
construction of a GFA of approximately 193,400 sqg. m. of residential
ancillary facility and approximately 205,600 sg. m. of office facilities was
completed.

China South City Holdings Limited ZERFiHIZRGR A T
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In FY2017/18, CSC Nanning recorded total contracted sales of
HK$1,058.2 million (FY2016/17: HK$923.4 million), including a GFA
of 1,000 sqg. m. of trade center (mall style) at an ASP of HK$9,800/
sg. m. (FY2016/17: 500 sq. m. at an ASP of HK$15,700/sq. m.), a GFA
of 103,000 sg. m. of residential ancillary at an ASP of HK$9,600/sq. m.
(FY2016/17: 130,300 sg. m. at an ASP of HK$7,000/sq. m.), and a GFA of
6,200 sg. m. of office units at an ASP of HK$10,100/sq. m. (FY2016/17:
800 sg. m. at an ASP of HK$9,200/sg. m.).

China South City Xi‘an

CSC Xi'an is located at the Xi’an International Trade and Logistics Park
(“the Park”) in Shaanxi Province. As a local key project, the Park is an
open economic pilot zone and a core area for modern service industry,
aiming to become the largest international transit hub and logistics
distribution center along the Silk Road Economic Belt and an important
strategic platform for the “Belt and Road” initiative. In addition, the Park is
one of the three largest clusters of China (Shaanxi) Pilot Free Trade Zone.

Benefitting from geographic advantage of the Park, CSC Xi‘an is highly
accessible via the Xi‘an City Expressway and Beijing-Kunming Expressway,
LianyungangKhorgos Expressway, Shaanxi-Shanghai Expressway, Baotou-
Maoming Expressway and other national highways, forming an intricate
spider network which opens to all directions.

Besides, the strategic location of CSC Xi‘an is connected to a railway
container terminal and the largest bonded area in the north western
region of China, along with two planned subway lines that cross the
project site. According to Xi‘an subway planning subway line 3, which
passes through CSC Xi'an, has commenced operation. In addition, that
a new stadium is slated to be built at the Park to host the 14th National
Games of the People’s Republic of China in 2021, together with the
subway line connected to the venue have launched for development, it is
expected visitor traffic will be boosted in the region. This subway line and
the new stadium will generate more business opportunities and visitor
traffic for the Park and thus further enhance value of CSC Xi‘an.
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The industries CSC Xi‘an in operation cover machinery and hardware,
curtains and fabrics, textile and clothing, leather and fur, automobiles
and parts, building and decoration materials, cross-border E-commerce,
outlets, Central Asia and ASEAN product exhibition center, etc. Leveraging
its geographical advantage in the starting point of the Silk Road Economic
Belt, CSC Xi'an is actively poised to capture the immense opportunities
arising from the “Belt and Road” initiative.

CSC Xi'an has a total planned land area of approximately 10.0 million
sg. m. and a total planned GFA of approximately 17.5 million sq. m.. The
project is currently under construction with a total GFA of approximately
1.57 million sq. m. completed, including approximately 1.49 million
sq. m. of trade centers, approximately 55,800 sg. m. of warehousing
facilities and approximately 23,300 sg. m. of ancillary facilities. As at 31
March 2018, construction of a GFA of approximately 499,800 sq. m. is
underway, of which approximately 228,500 sg.m. is expected to complete
in FY2018/19.

In FY2017/18, CSC Xi'an recorded total contracted sales of HK$544.1
million (FY2016/17: HK$508.5 million), including a GFA of 79,900 sg. m.
of trade center (detached style) at an ASP of HK$6,800/sq. m. (FY2016/17:
79,200 sq. m. at an ASP of HK$6,400/sq. m.) and no contracted
sales in trade centers (mall style) (FY2016/17: 300 sg. m. at an ASP of
HK$15,900/sq. m.).

China South City Holdings Limited ZERFiHIZRGR A T
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China South City Harbin

Located at the Daowai District of Harbin, the capital of Heilongjiang
Province, CSC Harbin fully utilizes its advantageous location in Northeast
China, a premier hub for cross-border trade with countries in Northeast
Asia. Its proximity to the China-Russia border helps to facilitate economic
activities within the region. Leveraging the opportunities arising from
the area’s development potential, CSC Harbin endeavors to become
the largest integrated logistics and trade center in Northeast China. The
project has a total planned land area of approximately 10.0 million sq. m.
and a total planned GFA of approximately 12.0 million sg. m..

Leveraging its own geographical location and advantages of local
industries, CSC Harbin actively promotes the development of regional
economy and trade, for example, the co-operation with Khabarovsk
Russia, for the building of Northeast Asian green food exhibition
and trading hub. Currently, the trial operations of CSC Harbin cover
industries such as hardware and construction materials, green food, small
commodities, hotel supplies, leather and fur, building and decoration
materials, seed market, E-commerce, cultural tourism, outlets etc.

CSC Harbin is currently under construction and has a total GFA of
approximately 1.53 million sq. m. completed, including approximately 1.13
million sg. m. of trade centers, approximately 317,700 sg. m. of residential
ancillary, approximately 59,200 sg. m. of logistics and warehousing
facilities and approximately 22,500 sq. m. of ancillary facilities. During
the Year, construction of a GFA of approximately 358,000 sg. m. was
completed. As at 31 March 2018, construction of a GFA of approximately
546,200 sg. m. is underway, of which approximately 301,500 sq. m. is
expected to complete in FY2018/19.

In FY2017/18, CSC Harbin recorded total contracted sales of HK$301.3
million (FY2016/17: HK$602.8 million), including a GFA of 5,700 sg. m. of
trade center (detached style) at an ASP of HK$8,800/sq. m. (FY2016/17:
3,500 sg. m. at an ASP of HK$8,700/sg. m.) and a GFA of 48,800 sq. m.
of residential ancillary at an ASP of HK$5,100/sq. m. (FY2016/17: 109,000
sg. m. at an ASP of HK$5,200/sq. m.) and no contracted sales in trade
center (mall style) (FY2016/17: 300 sg. m. at an ASP of HK$11,200/sg. m.).
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China South City Zhengzhou

CSC Zhengzhou is located in Zhengzhou, the capital of Henan Province,
adjacent to the Airport Economy Zone (“AEZ") of Zhengzhou, the only
state-level AEZ with a complete network of international airport, high-
speed train, intercity train, metro and highway to realize seamless
connectivity within the transportation hub. The project is highly accessible
with extensive transportation links — a mere 16 km away from Zhengzhou
Xinzheng International Airport and only a couple of kilometers away from
the Beijing-Guangzhou Railway Freight Station and the Beijing-Hong
Kong-Macao Highway. The south extension of subway line 2, connecting
downtown area to the airport and passing through CSC Zhengzhou with
three stations, commenced operation, which will generate more business
opportunities and visitor traffic for the project.

CSC Zhengzhou has a total planned net land area of approximately 7.0
million sq. m. and a total planned GFA of approximately 12.0 million
sg. m.. CSC Zhengzhou continued to expand the logistics and
warehousing facilities to meet the local demands. The industries of CSC
Zhengzhou in operation cover building and decoration materials, small
commodities, machinery and hardware, automobiles and parts, nonstaple
food, clothing, E-commerce, outlets, etc.

CSC Zhengzhou is currently under development and has a total GFA of
approximately 2.86 million sq. m. completed, including approximately
2.58 million sg. m. of trade centers, approximately 264,100 sq. m. of
warehousing facilities and approximately 22,100 sq. m. of ancillary
facilities. During the Year, construction of a GFA of approximately
221,400 sg. m. of trade centers was completed. As at 31 March 2018,
construction of a GFA of approximately 1.81 million sq. m. is underway,
of which approximately 463,400 sq. m. is expected to complete in
FY2018/19.

In FY2017/18, CSC Zhengzhou recorded total contracted sales of
HK$2,748.3 million (FY2016/17: HK$120.9 million), including a GFA
of 13,100 sq. m. of trade center (mall style) at an ASP of HK$10,100/
sg. m. (FY2016/17: 4,200 sg. m. at an ASP of HK$12,500/sq. m.), a GFA
of 104,800 sq. m. of trade center (detached style) at an ASP of HK$7,600/
sg. m. (FY2016/17: 8,500 sg. m. at an ASP of HK$8,100/sg. m.) and a
GFA of 169,600 sg. m. of residential ancillary at an ASP of HK$10,700/sq.
m. (FY2016/17: no contracted sales in residential ancillaries).
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China South City Hefei

CSC Hefei is located at Hefei, the capital of Anhui Province, and the
transport and economic hub at the heart of Eastern China. CSC Hefei
benefits from its strategic location in the Hefei Taohua Industrial
Park, which is equipped with well-developed infrastructure, together
with a planned transportation system of railways, highways and river
transportation across China. CSC Hefei has a total planned net land
area of approximately 10.0 million sq. m. and a total planned GFA of
approximately 12.0 million sq. m..

During the Year, CSC Hefei sped up the development of ancillary
facilities, especially residential one, to cope with the strong demand,
contributing to a significant increase in contracted sales. CSC Hefei also
continues to strengthen its logistics and warehousing services to meet
the demand in and around the project. During the Year, the outlet mall
commenced operations. Currently, the planned operations of CSC Hefei
cover industries such as automobiles and parts, hardware, building and
decoration materials, textile and clothing, small commodities, non-staple
food, outlets, etc.

CSC Hefei is currently under construction and has a total GFA of
approximately 2.07 million sq. m. completed, including approximately
1.60 million sg. m. of trade centers, approximately 450,700 sg. m. of
residential ancillary and approximately 20,800 sg. m. of ancillary facilities.
During the Year, construction of a GFA of approximately 583,900
sg. m. of trade centers and residential ancillary were completed. As at
31 March 2018, construction of a GFA of approximately 1.64 million
sg. m. is underway, of which approximately 572,100 sqg. m. is expected to
complete in FY2018/19.

In FY2017/18, CSC Hefei recorded total contracted sales of HK$3,182.1
million (FY2016/17: HK$2,711.1 million), including a GFA of 8,400 sq. m.
of trade center (detached style) at an ASP of HK$6,600/sq. m. (FY2016/17:
3,600 sg. m. at an ASP of HK$8,700/sq. m.) and a GFA of 295,700
sg. m. of residential ancillary at an ASP of HK$10,600/sq. m. (FY2016/17:
332,800 sg. m. at an ASP of HK$8,100/sg. m.).
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China South City Chongqing

CSC Chongging is strategically located at the Banan District of Chongging
Municipality, the first of the Group’s municipal project. The project is
highly accessible to the city center and other regions given its strategic
location in the Chongging Highway Logistics Base, the state-level
transportation infrastructure and large highway base in the western
region.

The transportation network around the project has been developed
rapidly, coupled with the growing maturity of business circles in Banan
district, laying good foundation for future transportation convenience
and commercial environment of the project. Following Chongqging
government’s announcement that the development of South New District,
where CSC Chonggqing is located, it is expected the regional growth
potential is on the rise.

The planned operations of CSC Chongging cover industries such as small
commodities, hardware and machinery, hotel supplies, building and
decoration materials, textiles and clothing and automobiles and parts,
lightings and lamps, metals, cultural tourism, etc. Outlets commenced trial
operation in September 2017.

CSC Chongging has a total planned net land area of approximately 5.94
million sq. m. and a total planned GFA of approximately 13.10 million
sg. m.. The construction of CSC Chongging is underway with a total GFA
of approximately 1.44 million sg. m. completed, including approximately
1.26 million sq. m. of trade centers and approximately 34,000
sg. m. of ancillary facilities and approximately 145,600 sqg. m. of
warehousing facilities. During the Year, construction of a GFA of
approximately 600 sq. m. of ancillary and warehousing facilities was
completed. As at 31 March 2018, construction of a GFA of approximately
552,700 sg. m. is underway and expected to complete in FY2018/19.

In FY2017/18, CSC Chongging recorded total contracted sales of
HK$2,066.1 million (FY2016/17: HK$174.5 million), including a GFA of
21,000 sqg. m. of trade center (detached style) at an ASP of HK$9,100/
sg. m. (FY2016/17: 21,900 sqg. m. at an ASP of HK$8,000/sq. m.) and a
GFA of 256,900 sg. m. of residential ancillary at an ASP of HK$7,300/sq. m.
(FY2016/17: no contracted sales in residential ancillary).
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Financial Review

For FY2017/18, the Group reported an increase in revenue of 20.0%
to HK$9,405.4 million (FY2016/17: HK$7,838.5 million), and net profit
attributable to owners of the parent increased by 4.4% to HK$4,511.7
million (FY2016/17: HK$4,322.6 million). Excluding the effects of fair
value gains on investment properties and related tax effects, provision for
impairment loss of available-for-sale investments and loss on redemption
of senior notes, core net profit attributable to owners of the parent for the
Year as adjusted increased by 19.0% to HK$1,608.5 million (FY2016/17:
HK$1,351.2 million). Basic earnings per share increased to HK56.35 cents
(FY2016/17: HK53.99 cents).

Revenue

Revenue for the Year increased by 20.0% to HK$9,405.4 million
(FY2016/17: HK$7,838.5 million). The increase was mainly attributable
to more properties were sold and delivered in CSC Nanning and CSC
Nanchang during the Year and growing recurring income.
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FY2017/18 FY2016/17 Change
BERFE MRFE g =}
HK$'000 HK$'000 %
FHET FAT
Sales of properties and finance lease ¥¥35E LKt EHE
income A 7,385,394 6,240,553 18.3
Sales of trade center units HEXL BB 1,949,598 2,006,196 -2.8
Sales of residential properties HEETEYE 5,213,890 3,788,019 376
Sales of office units HEWINFET 66,057 - NIAT 3 FH
Finance lease income HETHEWA 155,849 446,338 -65.1
Recurring income BB 2,019,976 1,597,957 26.4
Rental income HEHA 731,716 699,716 4.6
Property management service W EEZIRFEWA
income 375,520 288,822 30.0
E-commerce income EFEHEWA 245,241 213,674 14.8
Other revenue H A 667,499 395,745 68.7
9,405,370 7,838,510 20.0
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Sales of Properties and Finance Lease income
Revenue from sales of properties increased by 24.8% to HK$7,229.5
million (FY2016/17: HK$5,794.2 million). The increase was mainly

HEVMERBMEHREWA
HEM WAL NN24.8% F72.2951F 8 7T (2016/1784
BEE : 57.94218870) c M EZRERHANA
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attributable to the sales and delivery of properties in CSC Nanning and  FERNEEEEH MEEEEMAOYEHEE RN -
CSC Nanchang during the Year. Sales for each project are as follows: FHEERHEEFERWOT
Average selling price Sales revenue
(before deduction (before deduction Sales revenue
of sales tax*) GFA sold of sales tax*) (net of sales tax*)
(HKS/sq. m.) (sq. m.) HK$ million HK$ million
THER HEWA SHEWA
(IR sEERA) BEREEE (MBREERAT) (mREES %)
(BRITHK) (E7K) (AE%R) (AE%R)
FY2017/18 FY2016/17  FY2017/18 FY2016/17  FY2017/18 FY2016/17  FY2017/18 FY2016/17
HREE HHER BRFE FRER HHEE HRER HREE HHER
(CSC Shenzhen FYEE - 32,400 - 200 - 8.1 - 7.6
CSC Nanchang mEEm
- Trade center units -RGPLESH 19,900 8,000 7,100 79,300 1420 632.7 135.0 582.5
~ Residential properties —fEENE 10,000 8,100 349,900 174,500 3,514.6 14113 3,326.8 1336.0
(CSC Nanning HEEEY
- Trade center units ~RHPUTEH 10,700 18,000 1,800 300 18.9 6.0 18.1 41
- Residential properties —fEEnE 8,500 6,700 127,100 142,700 1,074.3 956.5 1,010.2 905.9
- Office units —HAEEf 9,200 - 7300 - 67.3 - 66.1 -
CSC Xi'an FRERN 6,100 5,700 50,800 69,000 3121 3920 284.8 356.3
CSC Harbin KEBZmY
- Trade center units ~RHPLEH 7,600 9,300 52,900 6,200 402.0 575 383.6 533
~ Residential properties e 5,100 4,400 50,800 182,800 2584 805.7 2419 763.1
(CSC Zhengzhou ENER 11,100 10,800 84,600 65,000 936.5 700.7 864.2 663.3
CSC Hefei Al
- Trade center units —RFPLER 8,700 8,900 13,100 24,000 1144 2141 103.6 195.2
— Residential properties -FENE 7,400 5,700 94,500 142,700 696.4 819.0 635.0 783.0
(SC Chongging EEEHR 7,900 7,200 21,000 21,100 165.5 152.0 160.2 1439
Total i N/ARER NATER 860,900 907,800 17,7024 6,155.6 17,2295 5,794.2
3 Sales tax represents business tax and surcharges on or before 30 April 2016~ * SHEBIEE2016%F4 B30 H sk 2 Bl A& S FH KMt n -

and value-added-tax and surcharges after 30 April 2016.

2016F4 30 & AIEET &M -
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Finance lease income derived from the leasing of office towers decreased
by 65.1% to HK$155.8 million (FY2016/17: HK$446.3 million). The
decrease was primarily attributable to lower inventory level of office tower
at CSC Shenzhen.

During the Year, the Group entered into finance lease arrangements with
tenants for approximately 10,300 sg. m. (FY2016/17: 38,800 sg. m.) at an
average price of HK$16,000/sq. m. (FY2016/17: HK$12,100/sq. m.).

Rental Income

The Group intends to retain not less than 50% of the trade center units
for self-use or rental purposes. Therefore, rental income will continue to
be an important component of the recurring income. CSC Shenzhen,
being the Group’s most matured project in its portfolio, contributed
substantial part of the rental income. As at 31 March 2018, the total
occupancy rate of the launched rentable GFA of different phases of CSC
Shenzhen’s trade centers and shops were approximately 83% to 98%
(As at 31 March 2017: 76% to 96%). Along with the gradual extension
of operations in other projects, these projects, start to contribute rental
income and resulted in satisfactory growth in rental income. During the
Year, rental income of the Group slightly increased by 4.6% to HK$731.7
million (FY2016/17: HK$699.7 million). However, due to expiry of tenancy,
government demolition and business condition, HOBA Furnishing closed
five stores during the Year. This resulted in perceptive drop in its revenue
and affected the growth rate of the Groups revenue income. If rental
income of HOBA excluded, rental income significantly increased by 24.2%
to HK$531.7 million (FY2016/17: HK$428.1 million).

Property Management Service Income

Income from property management services increased by 30.0% to
HK$375.5 million (FY2016/17: HK$288.8 million). The increase in property
management service income was mainly attributable to the increasing
GFA of trade centers, shops and residential properties delivered and put
into use during the Year.
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E-commerce Income

E-commerce income as derived from the E-commerce services provided
to the Group’s customers increased by 14.8% to HK$245.2 million
(FY2016/17: HK$213.7 million) during the Year. The online membership
program of the Group were well received by customers. By joining the
program, the customers can enjoy a wide range of E-commerce services
offered by the Group’s E-commerce platform, CSC86.com.

Other Revenue

Other revenue increased by 68.7% to HK$667.5 million (FY2016/17:
HK$395.7 million). The increase was mainly attributable to the continuous
growth of the outlet operations and logistics and warehousing services,
with revenue from outlet operations increased 76.7% to HK$354.9 million
(FY2016/17: HK$200.8 million) while that of logistics and warehousing
services increased 34.6% to HK$218.1 million (FY2016/17: HK$162.0
million) during the Year.

Increase in income from outlet operations was mainly due to the growth
of outlet business and the increase in operating areas in the established
outlets during the Year. During the Year, the gross mall sales turnover
from the Group’s outlet business increased by 57.7% to RMB1,690.7
million (FY2016/17: RMB1,072.1 million). The increase in income from
logistics and warehousing services was mainly due to the increase in
operating areas of warehousing during the Year.

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 operating
costs for rental income. During the Year, cost of sales increased by 23.3%
to HK$5,336.2 million (FY2016/17: HK$4,328.4 million). The increase in
cost of sales was basically in line with the increase of GFA of properties
sold during the Year.

Gross Profit

Gross profit increased by 15.9% to HK$4,069.2 million (FY2016/17:
HK$3,510.1 million). During the Year, gross profit margin decreased to
43% (FY2016/17: 45%) which was mainly due to a higher portion of
residential properties in our product mix of sales, which had a relatively
lower profit margin when compared to that of trade centers.
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Other Income and Gains/(Losses)

Other income and gains/(losses) increased by 18.0% to HK$857.0 million
(FY2016/17: HK$726.0 million), mainly attributable to the increase in
exchanges gains (FY2017/18: HK$56.3 million while FY2016/17: losses
of HK$64.0 million), decrease in loss on redemption of senior notes
(FY2017/18: HK$89.9 million while FY2016/17: HK$178.3 million) and
offset by the decrease in government grants (FY2017/18: HK$783.9
million while FY2016/17: HK$841.4 million).

Fair value Gains on Investment Properties

The fair value gains on investment properties decreased by 3.8% to
HK$4,378.5 million (FY2016/17: HK$4,549.5 million). For each of interim
and annual financial reporting date, the Group appoints an independent
professional qualified valuer to determine the fair value of our investment
properties. The change in fair value of our investment properties has been,
and will be, significantly affected by a variety of internal and external
factors, such as rental rate, rental area, the market prices of comparable
properties.

Based on our business model, the Group may have new additions of
investment properties every year and generate fair value gains. The fair
value gains may fluctuate with time due to the addition of the investment
properties, the changing market conditions and different construction
phrases of our projects. During the Year, the fair value gains was mainly
contributed by the addition of new investment properties at the existing
projects. However due to our projects are in different construction phrases
and the new addition of investment properties will fluctuate year by year,
the amount of fair value gains will also fluctuate accordingly.

Selling and Distribution Expenses

Selling and distribution expenses increased by 9.0% to HK$680.7 million
(FY2016/17: HK$624.6 million). The increase was mainly attributable to
the marketing activities for promoting sales of properties during the Year.

Administrative Expenses

Administrative expenses increased by 6.1% to HK$1,216.0 million
(FY2016/17: HK$1,146.3 million). The increase was primarily due to the
increase in operating expenses resulting from our business growth and
development. Besides, during the Year, the Group granted in aggregate
120,000,000 share options to two Executive Directors. Together with the
share options granted in prior years, share options expenses of HK$42.1
million (FY2016/17: HK$30.6 million) were recorded.
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Other Expenses

Other expenses increased by 124.2% to HK$329.7 million (FY2016/17:
HK$147.0 million). The increase in other expenses is mainly attributable
to the provision for impairment loss on investment in Makepolo Inc.
in the amount of HK$175.5 million. Considering Makepolo Inc. may
have difficulties to continue its operation due to unsatisfactory financial
performance, the Group decided to make provision against its investment
during the Year.

Finance Costs

Finance costs increased by 7.0% to HK$294.8 million (FY2016/17:
HK$275.5 million). It was due to more interest expenses incurred for
increased borrowings during the year. As at 31 March 2018, the Group’s
weighted average financing cost was 6.68%, as compared with 6.16% at
the end of March 2017.

Tax

Tax expenses recorded an increase of 0.5% to HK$2,281.1 million
(FY2016/17: HK$2,269.3 million). The increase in tax expenses was
basically in line with the increase of revenue and fair value increment on
investment properties during the Year.

Prepayments, Deposits and Other Receivables
Prepayments, deposits and other receivables increased by 51.2% to
HK$1,613.2 million (31 March 2017: HK$1,066.8 million), which was
mainly due to the increase in deposits paid for construction of new
projects and value-added-tax receivable.

Trade and Other Payables

Trade and other payables increased by 36.1% to HK$22,807.8 million
(31 March 2017: HK$16,763.2 million). The increase was mainly due
to the growth in contracted sales and hence increase in deposits and
receipts in advance during the Year. As at 31 March 2018, the balances
of construction fees and retention payable and deposits and receipts in
advance were HK$5,124.8 million and HK$13,102.2 million, respectively.

Liquidity and Financial Resources

The Group finances its development and operations primarily through
internally generated funds, bank and other borrowings, and the issuance
of different notes on-shore and off-shore, which includes but not limited
to senior notes, short-term notes, medium-term notes, corporate bonds
and domestic company bonds. The Group will continue to explore
different financing means and to extend its financing channels.
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Cash and Cash Equivalents and Restricted Cash

As at 31 March 2018, the Group had HK$10,655.7 million cash and cash
equivalents and restricted cash (31 March 2017: HK$10,490.9 million),
among which non-restricted cash and cash equivalents amounted to
HK$8,204.3 million (31 March 2017: HK$8,022.0 million). The Group's
cash and cash equivalents and restricted cash were primarily denominated
in Renminbi, HK dollars and US dollars.

Borrowing and Charges on the Group’s Assets

As at 31 March 2018, the total interest bearing debts of the Group
was HK$38,827.7 million (31 March 2017: HK$32,772.9 million) which
included interest-bearing bank and other borrowings, senior notes, short-
term notes, medium-term notes, corporate bonds and domestic company
bonds.

Interest-bearing bank and other borrowings

The Group had aggregated interest-bearing bank and other borrowings of
HK$16,098.2 million as at 31 March 2018 (31 March 2017: HK$13,412.5
million), of which HK$7,098.5 million will be repayable within one year
or on demand, HK$3,702.7 million will be repayable in the second
year, HK$4,505.7 million will be repayable in the third to fifth years and
HK$791.3 million will be repayable after five years. As at 31 March 2018,
the Group's interest-bearing bank and other borrowings of approximately
HK$14,785.3 million were secured by certain buildings, investment
properties, properties under development, properties held for finance
lease, properties held for sales and bank deposits with a total carrying
value of approximately HK$32,032.7 million.

Except for a bank loan with balance of HK$400 million (31 March 2017:
Nil) denominated in HK dollars and bearing interest at floating rates of
HIBOR+2.5%, all interest-bearing bank and other borrowings of the
Group were denominated in Renminbi with interest rates ranging from
4.1% 10 9.0% (31 March 2017: 4.4% to 6.2%) per annum. Furthermore,
as at 31 March 2018, the Group had unused banking facilities of
approximately HK$9,906.5 million. The Group will deploy these banking
facilities as appropriate, depending on project development needs and
working capital status.
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Issuance of Notes

Senior Notes

In September and October 2016, the Company issued senior notes due
in September 2021 with a nominal value of US$200 million (equivalents
to approximately HK$1,560 million) and US$150 million (equivalents
to approximately HK$1,170 million) respectively, in a total of US$350
million (equivalents to approximately HK$2,730 million). These notes were
consolidated and formed a single series of “2016 Notes” at a coupon rate
of 6.75% per annum. The net proceed of the issue was mainly for the
purpose of refinancing existing indebtedness and for general corporate
purposes.

In March 2017, the Company issued senior notes due in March 2020
with a nominal value of US$300 million (equivalents to approximately
HK$2,340 million) at a coupon rate of 5.75% per annum. The net
proceed of the issue was mainly for the purpose of refinancing existing
indebtedness and for general corporate purposes.

In November 2017, the Company issued senior notes due in November
2022 with a nominal value of US$300 million (equivalents to
approximately HK$2,340 million) at a coupon rate of 7.25% per annum.
The net proceed of the issue was mainly for the purpose of refinancing
existing indebtedness in relation to the construction and development of
our projects and for general corporate purposes.

In January 2018, the Company issued senior notes due in January 2021
with a nominal value of US$250 million (equivalents to approximately
HK$1,950 million) at a coupon rate of 7.25% per annum. The net
proceed of the issue was mainly for the purpose of refinancing existing
indebtedness in relation to the construction and development of our
projects and for general corporate purposes.

In May and June 2018, the Company issued senior notes due in
August 2020 with a nominal value of US$150 million (equivalents to
approximately HK$1,170 million) and US$100 million (equivalents to
approximately HK$780 million) respectively, in a total of US$250 million
(equivalents to approximately HK$1,950 million). These notes were
consolidated and formed a single series of “2018 May Notes" at a coupon
rate of 10.875% per annum. The net proceed of the issue was mainly
for the purpose of refinancing existing indebtedness in relation to the
construction and development of our projects and for general corporate
purposes.

As at 31 March 2018, the carrying value of senior notes were HK$9,230.3

million. The senior notes are jointly guaranteed by certain subsidiaries and
secured by pledges of share of certain subsidiaries.
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Short-Term Notes

In September 2014, China South International obtained the relevant
approval for issuing the short-term notes in the national inter-bank
market in the PRC with a maximum principal amount of RMB4.3 billion.
In September 2016, China South International issued the first tranche
of the short-term notes of 2016 (“2016 First Tranche STN"”) with a total
principal amount of RMB1.2 billion with a maturity period of 1 year and
at an interest rate of 4.9% per annum for general corporate purpose and
repaying part of the bank loans of the Group. The 2016 First Tranche STN
have been repaid in September 2017.

In October 2016, China South International obtained another approval
for issuing the short-term notes with a maximum principal amount of
RMB6.0 billion. In June and August 2017, China South International issued
the first tranche and the second tranche of the short-term notes of 2017
with a total principal amount of RMB500 million with a maturity period
of 270 days and at an interest rate of 6.5% per annum for each tranche,
respectively. The proceeds thereof were to be used for general corporate
purpose and repaying part of the bank loans of the Group. The first
tranche and second tranche short-term notes have been repaid in March
and May 2018, respectively.

Medium-Term Notes

In April 2014, China South International obtained the relevant approval
for issuing the medium-term notes in the national inter-bank market in
the PRC with a maximum principal amount of RMB4.0 billion. In May
2014, China South International issued the first tranche of the medium-
term notes of 2014 with a total principal amount of RMB1.0 billion with
a maturity period of 5 years and at an interest rate of 7.5% per annum.
The proceeds thereof were to be used for repaying part of short-term
bank loans of the Group. In September 2014, China South International
issued the second tranche of the medium-term notes of 2014 with a
total principal amount of RMB1.0 billion with a maturity period of 5 years
and at an interest rate of 8.4% per annum. The proceeds thereof were
to be used for repaying part of bank loans of the Group. In July 2015,
China South International issued the first tranche of the medium-term
notes of 2015 with a total principal amount of RMB2.0 billion with a
maturity period of 3 years and at an interest rate of 7.0% per annum. The
proceeds thereof were to be used for replacement of bank loans of the
Group and the construction of CSC Nanning project. In April 2017, China
South International obtained another approval for issuing the medium-
term notes with a maximum principal amount of RMB3.0 billion. China
South International may issue new medium-term notes when appropriate.
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Corporate Bonds

In March 2015, China South International obtained the relevant approval
for issuing the corporate bonds in a maximum principal amount of
RMB1.5 billion in the PRC. In April 2015, China South International
issued the corporate bonds with a total principal amount of RMB1.5
billion with a term of up to 6 years in maximum and at an interest rate
of 7.0% per annum. The proceeds thereof were to be used for funding
the development of CSC Zhengzhou project. In April 2018, China South
International redeemed approximately RMB1.499 billion of corporate
bonds, the remaining portion of RMB482,000 will be matured at April
2021 at an interest rate of 8.05% per annum.

Further details of the corporate bonds are set out in note 33 to the
financial statements.

Domestic Company Bonds

In December 2015, China South International obtained the relevant
approval for issuing the domestic company bonds in a maximum principal
amount of RMB4.4 billion in the PRC. In January 2016, China South
International issued the first tranche of the domestic company bonds of
2016 with a total principal amount of RMB3.0 billion with a term of 3
years and at an interest rate of 5.98% per annum. The proceeds thereof
were to be used for repaying part of bank loans of the Group and for
general working capital. In May 2016, China South International issued
the second tranche of the domestic company bonds of 2016 with a total
principal amount of RMB1.4 billion with a term of 3 years and at an
interest rate of 6.85% per annum. The proceeds thereof were to be used
for repaying part of bank loans of the Group and for general working
capital.

As at 31 March 2018, the carrying value of China South International’s
short-term notes were HK$625.1 million, medium-term notes were
HK$5,251.6 million, corporate bonds were HK$1,978.3 million and
domestic company bonds were HK$5,644.2 million respectively.

Further details of the domestic company bonds are set out in note 34 to
the financial statements.

Gearing Ratio

The Group's gearing ratio (net debt divided by total equity) was 77.4%
as at 31 March 2018 and 78.2% as at 31 March 2017. The total liabilities
over total assets ratio was 67.4% as at 31 March 2018 (31 March 2017:
68.0%).
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Net Current Assets and Current Ratio

As at 31 March 2018, the Group had net current assets of HK$8,368.8
million (31 March 2017: HK$7,485.0 million) at a current ratio of 1.19 (31
March 2017: 1.25).

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 centers and residential properties
and bank loans entered into by lessees of the Group’s residential and
commercial properties. The guarantees granted to purchasers of trade
centers and residential properties will be released when the purchasers
obtain building ownership certificates, which will then be pledged to the
banks. For leased residential and commercial properties, the guarantees
will be released accordingly when the lessees repaid the loan. As at 31
March 2018, the guarantees amounted to HK$12,574.5 million (31 March
2017: HK$9,396.3 million).

Commitments

As at 31 March 2018, the Group had future capital expenditure
contracted but not yet provided for in the amount of HK$10,725.3 million
(31 March 2017: HK$8,787.7 million).

Acquisition and Disposal of Subsidiary and
Associated Companies

The Group had no material acquisitions and disposals of subsidiaries and
associated companies during the Year.

Foreign Exchange Risk

The Group conducts its business primarily in Renminbi. The income and
bank deposits of the Group were substantially denominated in Renminbi
to meet the Group’s development and operation needs in the PRC. Other
than the foreign currency denominated bank deposits, bank borrowings
and senior notes, the Group does not have any other material exposure
to foreign exchange risk and no foreign currency hedging was done
during the Year. To mitigate foreign exchange exposure for the purpose
of minimizing adverse effect on the operation of the Group, the Group
continues to adopt a proactive approach to closely monitor the foreign
currency market, as well as explore the domestic capital market for
financing opportunities and consider hedging arrangement if such need
arise.

REBEEFERRBLER

M2018%F3A318 ' AKEREHEEFEA83.688(F
#BI(20174F3A318 : 74.85018%87T) © MBI XA
1.19(201743HA318 : 1.25) °

HAREE
REBAERZSHOREEMEE RARITR] AR
BWE AR HEE R EEDFE AR ABRITEI AR
TERRHER - BRTEROERBENRERRISFEH
EFMARERE - WREEERTIRITRRER - HHEET
EREEDENS - BRENEEABEEREHE
Rk o 1R2018F3 A31H » EIRE&FE A125.7458%
7t(201743H318 : 93.963(8/87T) °

YR

R2018F3A31H « AEBMEFTAERGIREERN
RFEBARFZ £ 5 A107.2531E8 T (201743 A 31
B : 87.877{&8T) ©

WiER HEHB AR REE QT

AR BN A F A AT S b E M A B S
NAIMERIER °

SINEE LB

AEBZEBTEUAREETT - AEEZWARIR
AEFRRBOR/RARYE - kR EERAERMNE
BT o BRASMNERHEMRITER - RITIEE - B
RN - REBEEAEMEARNINERSE - ERF
ERALEETERE R 2 25 - BEMINERRIA
BEARELENEANNTE  AEERERN
EBEE R ERINETIS, RRRADERELRTS
NFRRMERS  WEFERERIEHEXREHY
bk

Annual Report 2017/18 E%f

61



62

Management Discussion and Analysis (Continued)

EEE® R (&)

Economic, Commercial and Other Risks

The Group may be exposed to the risk of negative developments in
national and regional economies, property and financial markets. It may
result in reductions in sales and selling prices of the properties, rental
rates and occupancy rates of properties, and demand for ancillary services
and facilities it provides. It may also result in recession, inflation, deflation
and currency fluctuations as well as restrictions in the availability of
credit, increases in financing and other operating costs. The development
of the Group’s projects may subject to market risks as it usually takes
time to complete. Though the Group appoints quality partners for the
development of its projects, it may still be subject to associated risk of the
quality and safety of the products and services provided by the Group.
The Group may also be subject to a number of regulatory environments
in the territories in which it operates. Changes in the regulatory approach
to such matters as ownership of assets and businesses, regulations
related to development and operations, exchange controls, tax rules and
employment legislation may impact the business of the Group. Changes
in the political environment in such territories may also affect the Group.
The management of the Group will keep abreast of the environment and
policy changes and make the necessary adjustments in response to such
changes, if any. Further steps taken by the Group to manage the financial
risk are set out in note 47 to the financial statements.

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 long term blueprints of
relevant projects. These agreements generally set out the size and use of
lands and the related development plans. However, the actual acquisition
of lands, land area and terms and conditions of such acquisition are
subject to the relevant regulations and local governments’ requirements,
the Group’s development plans and the results of the relevant public
tender, auction and listing. Since the development of each of these
projects may last for more than ten years, the Group and the local
government may agree to adjust the details of these agreements to align
with the actual needs of project developments.

The progress of the land acquisition and project development depends on
the progress of the Group’s planning, as well as the procedural formalities
as determined by the local government departments. As the procedures
and requirements set by different local governments vary, the Group may
adjust the development of each project according to relevant conditions.
In view of its substantial land bank and flexibility in project planning, the
Group believes such circumstances will not have material impact on its
development as a whole.
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Pursuant to certain project and land related contracts and documents,
some of the land acquired by the Group may have sales restrictions on
properties built on it. These include the saleable area of trade centers of
CSC Shenzhen is limited to 30% of the total buildable GFA of properties
built on the relevant parcels of land. The saleable area of trade centers
and warehousing facilities built on certain parcels of land acquired by CSC
Nanchang and CSC Nanning in 2010 are limited to 60% of the relevant
total buildable GFA. The saleable area of trade centers or commercial
properties built by CSC Hefei and CSC Chongging are limited to 50% of
their relevant total buildable GFA. The saleable area of trade centers or
commercial properties of phase | and future phases of CSC Zhengzhou
are limited to 60% and 50% respectively of its relevant total buildable
GFA. According to the Group’s business model, the Group intends to hold
not less than 50% of trade centers and commercial facilities for leasing
and self-use, the related sales restrictions will not have significant impact
to the Group.

Human Resources

As at 31 March 2018, the Group had a workforce of approximately 5,640
people. The number of the Group’s staff decreased by approximately
12.1% from 6,420 people as at 31 March 2017. 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 in response to both 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 Year, the Company granted in aggregate 120,000,000
share options to two Executive Directors of the Group.
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RGP LR TATEEMERRN A EREREN
30% : MEAEMMMEEERRN2010FNENE
Fht - HEERORSHONERRENHEER
ERNZEMELEEEEENC0% : AIEERR
MEEERPEZNRZP O EEDENTHER
RN S EB A EEEmMIENS50% : BN ZERR
ERM— RN BSOSOk E D E AT
EEENAIRRZEMELITERZEBMENGC0% &
50% - IRAKEEERR - AKEBEBIFETIIRN
50% RSP LREELRERGIEREMAR - %
ERBIEAEENTETK o
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M2018F3A31H - AEEHBEEHS5640A o K
EEEE AHE2017F3 A31HE6,420 AR 49
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Project Portfolio

HAAS

Properties held for sale/finance lease

FEHE/REREYR

Acquired land

Group's area Approx. GFA  Completion
Project Location Interest (sq. m.) Description (sq.m.) Year
EBLEE BHREER
HE ok AEEER (FHK) AR (FFHK) RIFH
China South City Shenzhen No. 1 Hua Nan Main Road, 100% 1,060,000 Phase | trade centers 1,000 2004
=R Pinghu, Longgang District, —HZS%0
Shenzhen, China
R YT T Phase Il residential facilities 1,200 2008
ERRE—R —_HEERERE
Phase Il commercial and other
ancillary facilities
—HEERAMRERE
Phase Il trade centers 200 2009
ZHRZPL
Phase IIl commercial and other
ancillary facilities
=HEERABRER
Phase Ill trade centers 42,500 2016
ZHRFF L
Logistics zone commercial and
other ancillary facilities
nEERERAMEERE
— Office tower 33,600 2015, 2016
7N
China South City Nanchang No. 1, Huanan Avenue, 100% 1,807,800 Phase I trade centers 369,300 2012,2014,
BEESE) Honggutan New District, —HRGHN 2015, 2016
Nanchang City,
Jiangxi Province, China Phase | residential facilities 10,600 2012, 2015,
MRS EMANENR —HEERERE 2017, 2018

EPAE—#
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Project Portfolio (Continued)

HEAS (&)

Properties held for sale/finance lease

FEHE/RMEREYE

Acquired land

Group's area Approx. GFA  Completion
Project Location Interest (sg. m.) Description (sg.m.) Year
EELtEE BHREER
EH ok AEEER (FHAK) AR (FHK) RIFH
China South City Nanning No. 56, Shajing Avenue, 100% 890,000 Phase | trade centers 216,500 2012
HEEEN Jiangnan District, —HZ SR
Nanning City, Guangxi
Zhuang Autonomous Region, Phase | offices 155,000 2018
China —HETE
hEEALR R RREED
TR HARES65: Phase | residential facilities 123,200 2013, 2017,
— M ERERE 2018
China South City Xi'an No. 8, Port Avenue, Xi'an 100% 1,926,000 Phase | trade centers 518,300 2013, 2015,
AL EE International Trade and Logistics —#BR 5 2017
Park, Xi'an City,
Shaanxi Province,
China
hEREERRD
AZERELR
AHAESH
China South City Harbin Tuanjie Town, Daowei District, 100% 2,035,300 Phase | trade centers 694,300 2014, 2017
REREERN Harbin City, —HRFH L
Heilongjiang Province, China
FEZETERERETEING Phase | residential facilities 7,100 2016
B — B ERERE
China South City Zhengzhou  Longhu Town, Xinzheng City, 100% 3,223,100 Phase | trade centers 746,400 2014, 2016,
R Zhengzhou City, Henan Province, —HRSH0 2018
China
B A N TR
B
China South City Hefei Fanhua Avenue, Taohua Industrial 100% 2,450,100 Phase | trade centers 214,000 2014, 2015,
AREERH Park, Feixi County of Hefei City, —BR S0 2018
Auhui Province, China
HEZEAAEMEAKTEIEER Phase | residential facilities 200 2016, 2018
ZEXE — BT ERERE
China South City Chongging ~ No. 1 Dongcheng Avenue, 100% 2,751,400 Phase | trade centers 609,100 2015, 2016
BB Nanpeng, Banan District, —HBRS%0
Chongging Municipality, China
mEEEMEER
HZRAAE—R
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Project Portfolio (Continued)
HBEMAS ()

Properties for Investment

REWMZF
Group's Approx. GFA®
Project Location Interest  Description (sq.m.)  Lease Term
BHREEEY
5H bk AEEEE KA (FHXK) RS
China South City Shenzhen No. 1 Hua Nan Main Road, 100%  Phase | trade centers 167,100  Medium Term Lease
ARYIE R Pinghu, Longgang District, —HR S R
Shenzhen, China
F R Y T B T Phase | commercial and other
BN andillary facilities
—HEE A MEER
— Business centers 22,400 Medium Term Lease
— AL R
— Hotel properties 32,100  Medium Term Lease
— EEE R
Phase Il trade centers 352,800  Medium Term Lease
—HR SR R
Phase Il commercial and other
ancillary facilities
—HEERABEER
— Office tower 15,100  Medium Term Lease
o YN R
— Shopping plaza 15,200  Medium Term Lease
— &% R
Phase Il trade centers 267,400  Medium Term Lease
ZHR SR R
Phase Il commercial and other
ancillary facilities
“HREREMREERE
— Office tower 4,400  Medium Term Lease
— AR REEY
— Residential properties 32,100  Medium Term Lease

—EEME

R EISR4Y
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Project Portfolio (Continued)

HEAS (&)

Properties for Investment

BREMZF

Group's Approx. GFA®
Project Location Interest  Description (sq.m.)  Lease Term
BHREEEY

5 bk AEEEE KA (FHXK)  RREH
China South City Nanchang No. 1 Huanan Avenue, 100%  Phase | trade centers 45600  Medium Term Lease
EEE Honggutan New District, —HR G0 R

Nanchang City, Jiangxi Province,

China

hEIIRAEETAAENE

EHAET
China South City Nanning No. 56 Shajing Avenue, 100%  Phase | trade centers, commercial 515,600  Medium Term Lease
HEEEN Jiangnan District, Nanning City, and hotels R

Guangxi Zhuang Autonomous —HR SR BEMEE

Region, China

HEERLRE RREED

TEEDHRES6H:
China South City Xi'an No. 8, Port Avenue, Xi'an 100%  Phase | trade centers 112,700  Medium Term Lease
AL ER International Trade and Logistics —HRH5H 0 FRERRA

Park, Xi'an City,

Shaanxi Province,

China

hEREEERD

ARERERE

N L
China South City Harbin Tuanjie Town, Daowei District, 100%  Phase | trade centers, commercial, 439,000  Medium Term Lease
MERBER N Harbin City, offices and hotels FERRA)

Heilongjiang Province, —BR %0 BE BTEM

China BIE

HEZETIARAENEINE

B#5R
China South City Zhengzhou Longhu Town, Xinzheng City, 100%  Phase | trade centers 492,000  Medium Term Lease
EPNEeapy Zhengzhou City, Henan Province, —HBRG%0 IR

China

HE A SN TS T

BER
China South City Hefei Fanhua Avenue, Taohua Industrial 100%  Phase | trade centers and 915,800  Medium Term Lease
AlrEEgH Park, Feixi County of Hefei City, warehouse R ERRA)

Auhui Province, China —BRGPONER

HREZRASEERAKEIEER

ZEXE
China South City Chongging No. 1 Dongcheng Avenue, 100%  Phase | trade centers 316,900  Medium Term Lease
BEEGH Nanpeng, Banan District, —HR S0 R ERRA)

Chongging Municipality, China

HEZENERR

BE R AE—R
Note: Ff3E -
(1) The approximate GFA does not include the area of underground facilities. (1 BMARER BT BIEHEREEIE o
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Project Portfolio (Continued)
HEAS (&)

Properties under Development — with Land use Rights Certificates

RETYE-RELHERERS

Approx. Total Properties Estimated
Group's  Acquired land Planned under completion
Project/Location Interest areal”) GFA®  Description Development  Stage of completion calendar year
(sq. m)) (sq.m.) (sq. m.)
BHERL Rag
BAMY rE@ER HERD BEERQ AR BRONE THRER BATIES
(F5X) (FHK) (F5%)
1. China South City Shenzhen 100% 1,060,000 2,644,000 a.  Trade centers, warehouse and 185,000  Foundation work and 2019-2021
RYIEmSE other ancillary facilities superstructure in progress
No. 1 Hua Nan Main Road, Pinghu, RGP BEREMEERE WETER FETRETT
Longgang District, Shenzhen, China
HERYMEEE TS b.  Remaining portions - Planning =
EPAE—H HTHH RET
2. China South City Nanchang 100% 1,807,800 4,794,400 a.  Trade centers, residential, commercial, 263,800  Foundation work and 2019-2020
EEEL warehouse and other ancillary facllities superstructure in progress
No. 1, Huanan Avenue, ReRL - FE - BE ARREMEE WETRR FETRETT
Honggutan New District, B4
Nanchang City, Jiangxi Province,
China b. Remaining portions - Planning =
PEIREHETAARNE HTHH RET
EPAE—H
3. China South City Nanning 100% 890,000 2,480,000 - - Planning
BEEEN REm
No. 56, Shajing Avenue, Jiangnan
District, Nanning City, Guangxi
Zhuang Autonomous Region, China
MERER R AREET
JLRE Y H K856 5
4. China South City Xi'an 100% 1,926,000 4,676,600 a.  Trade centers, commercial, warehouse and 499,800  Foundation work and 2018-2020
BREEH other ancillary facilities superstructure in progress
No.8, Port Avenue, Xi'an International R BE BRREMEER WEIREEETRENT
Trade and Logistics Park, Xi'an City,
Shaanxi Province, China b. Remaining portions - Planning -
PEREEERTARERARE HTHH RET
BIAES
5. China South City Harbin 100% 2,035,300 5039900 a.  Trade centers, residential, commercial, 546,200 Foundation work and 2018-2020
REEZEEY hotels, warehouse and other ancillary superstructure in progress
Tuanjie Town, Daowei District, facilties WEIREEETRENT
Harbin City, Heilongjiang Province, China ReFb - FE - BEORE BRER
PEEEIERRATENEELE EfRERN
b. Remaining portions - Planning -
HTHH RET
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Project Portfolio (Continued)
HBEMAS ()

Properties under Development - with Land use Rights Certificates

BREDYE-RELHERERS

Approx. Total Properties Estimated
Group's  Acquired land Planned under completion
Project/Location Interest areal”) GFA®  Description Development  Stage of completion calendar year
(sq. m) (sq.m.) (sq. m.)
BHEBL REA
BRMY rEEES BEEY BEEEY AR BRTIE THER BHRIEE
(F5%) (EH%) (F5%)
6. China South City Zhengzhou 100% 3,223,100 8,904,500 a.  Trade centers, residential, commercial, 1,811,900  Foundation work and 2018-2020
Mz warehouse and other ancillary facllities superstructure in progress
Longhu Town, Xinzheng City, RePb - FE - BE ARREMEE WETER FETRETT
Zhengzhou City, Henan Province, Bid
China
SETRE SN YD b.  Remaining portions - Planning =
e BTHH RET
7. China South City Hefei 100% 2,450,100 5993,000 a.  Trade centers, residential, commercial, 1,640,800  Foundation work and 2018-2021
ehEmy warehouse and other ancillary facilties superstructure in progress
Fanhua Avenue, Taohua Industrial Park, XL E BE ARREMEE WEIREEETRENT
Feixi County of Hefei City, Auhui Province, Bid
China
PEZEESETER b.  Remaining portions - Planning =
HEIXEZENE BTHH RET
8. China South City Chongging 100% 2,751,400 6,626,000 a.  Trade centers, residential, commercial, 552,700 Foundation work and 2018-2020
BEEEY warehouse and other ancillary facilities superstructure in progress
No. 1 Dongcheng Avenue, Nanpeng, RHHL T B ARREMEE WATRR FETREND
Banan District, Chongging Bid
Municipality, China - Planning =
PHEETCEREYRAAE—T b.  Remaining portions RElh
BTHH
Notes: F3E
(1) Represents the land area acquired by the Group as at 31 March 2018. (1 REAEBEN2018F3F3 1B HES 2 -
) Represents the planned GFA for the land acquired including completed  (2) REEBBZ LR SEEARBRREC R IYME

properties and properties under development. The actual GFA to be built

may vary subsequently according to needs of the Group.

REBEEBYE  REERERNEREATESEEA
SENFEMEMERE -
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Five Years' Financial Summary

T FEIEHE

Year ended 31 March

B23A3MALEE
2018 2017 2016 2015 2014
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr THT THT THT THT
RESULTS ES
Revenue WA 9,405,370 7,838,510 6,136,262 9,757,767 13,468,322
Gross Profit E7 4,069,179 3,510,145 2,959,053 5,175,530 6,547,164
Profit before tax FiRIA) 6,783,465 6,592,254 4,904,233 5,859,489 6,168,828
Income tax expenses FriSRiE Y (2,281,133) (2,269,292) (1,370,457) (2,144,709) (2,472,478)
Profit for the year REEFIHE 4,502,332 4,322,962 3,533,776 3,714,780 3,696,350
Attributable to: ToIEF R
Owners of the parent [SYNGII7=PN 4,511,679 4,322,626 3,537,012 3,727,872 3,494,481
Non-controlling interests RS (9,347) 336 (3,236) (13,092) 201,869
Core net profit attributable to BARRE AEGZD
owners of the parent* SR 1,608,548 1,351,212 1,205,782 1,854,273 2,677,696
ASSETS AND LIABILITIES BEREE
Non-current assets ERBEE 59,267,098 51,889,666 44,393,168 38,990,032 29,918,774
Current assets MBEE 52,278,868 37,086,167 38,992,163 34,263,939 30,042,168
Total assets BELE 111,545,966 88,975,833 83,385,331 73,253,971 59,960,942
Current liabilities THEE 43,910,048 29,601,179 28,021,173 28,345,624 24,243,429
Non-current liabilities Fngas 31,235,164 30,895,263 28,995,693 19,886,531 15,573,368
Total liabilities BEER 75,145,212 60,496,442 57,016,866 48,232,155 39,816,797
Equity attributable to owners BARERAER
of parent R 36,218,344 28,298,254 26,178,517 24,866,969 19,969,505
Non-controlling interests IR 182,410 181,137 189,948 154,847 174,640
Total equity TS 36,400,754 28,479,391 26,368,465 25,021,816 20,144,145
Earnings per share attributable BEREARAEER
to ordinary equity holders BEEEEAZ
of the parent SREF
Basic R HK56.35 cents  HK53.99 cents  HK44.22 cents  HK48.73 cents  HK55.71 cents
&l il il bl gl
Diluted e HK56.19 cents  HK53.96 cents  HK44.05cents  HK45.27 cents  HK47.93 cents
&l byl gl il gl

/0

* Represents the net profit attributable to owners of the parent excluding fair
value gains on investment properties and related tax effects, provision for
impairment loss of available-for-sale investments, fair value gain on derivative

financial instrument and loss on redemption of senior notes.
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Biographical Details of Directors and Key Management

ESERFTEEEERE

Executive Directors

Mr. CHENG Chung Hing, aged 57, is our Chairman and an Executive
Director. He is a co-founder of our Group and has been a Director
since 2 August 2002. He acted as Co-Chairman of the Group from
30 September 2009 until he was re-designated as Chairman of the Group
on 25 July 2017. Mr. Cheng 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 35 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 and
a standing member of the 11th 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 Federation of Logistics and
Purchasing, vice president of the Guangxi Zhuang Autonomous Region
Federation of Industry and Commerce, vice president of the Guangxi
Overseas Friendship Association, vice president of the China Chamber of
International Commerce Shenzhen, Honorary 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, honorary chairman
of Zhejiang Pearl Trade Association and member of the Shenzhen
Overseas Friendship Association. Mr. Cheng was the chairman and non-
executive director of Man Sang Jewellery Holdings Limited, a company
listed on the Main Board of The Stock Exchange of Hong Kong Limited
(“The Hong Kong Stock Exchange”) (stock code: 1466) until 10 December
2016 and he was the chairman and non-executive director of Man Sang
International Limited, a company listed on the Main Board of The Hong
Kong Stock Exchange (stock code: 938) until 16 October 2014. He was
also the director of China Metro-Rural Holdings Limited (formerly known
as Man Sang International (B.V.1.) Limited), a company listed on the New
York Stock Exchange MKT (ticker symbol: CNR) until 5 December 2013.
Mr. Cheng is the father of Ms. Cheng Ka Man Carman, an Executive
Director, and a younger brother of Mr. Cheng Tai Po, a Non-executive
Director.
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Biographical Details of Directors and Key Management (Continued)

EERTECEERRE (E)

Mr. FUNG Sing Hong Stephen, aged 53, is our Group Vice Chairman
and Executive Director. Mr. Fung joined our Group in July 2006 and since
then he acted as the Group’s Chief Financial Officer until 19 May 2016.
He has been an Executive Director since August 2014. Mr. Fung had been
the Chief Executive Officer of the Group since 1 January 2016 until he
was appointed as the Group Vice Chairman on 4 May 2017. Mr. Fung
is primarily responsible for assisting the Chairman in formulating the
overall development planning and strategies and will be responsible for
formulating capital market financing, merger and acquisition strategies,
as well as strategic cooperations in e-commerce, logistics and commercial
operations, including extending the cooperations with Tencent. 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, a member of the American
Institute of Certified Public Accountants and the Chartered Global
Management Accountants and a fellow member of the Hong Kong
Institute of Directors. Mr. Fung has more than 25 years of experience in
financial management, mergers and acquisitions, capital markets financing
and corporate restructuring. Mr. Fung is a member of the 5th Chongging
Committee of the Chinese People’s Political Consultative Conference.
He also holds the position of the director & vice president of Hong Kong
Business Accountants Association and the vice president of Hong Kong
Chonggqing Friendship Federation. Prior to joining our Group, Mr. Fung
was an executive director and the chief financial officer of Guangdong
Investment Limited (“GDI"”). Before joining GDI, Mr. Fung served as an
executive director and the chief financial officer of Guangdong Land
Holdings Limited (formerly known as Kingway Brewery Holdings Limited)
("GDL"). Both GDI and GDL are companies listed on the Main Board of
The Hong Kong 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.

Mr. SONG Chuan, aged 53, has been an Executive Director and
Chief Executive Officer of the Group since 4 May 2017. He is primarily
responsible for the overall operations and management of the Group. Mr.
Song graduated from the PRC National University of Defense Technology,
Department of Electronic Science and Technology, with a Master degree
in Communication and Electronic Systems. Mr. Song has extensive
experience in property development, urban operations, large-scaled
enterprises operations and executive management as well as business
management. Prior to joining the Group, Mr. Song was the chairman
of CITIC Urban Development & Operation Co. Limited and the chief
executive officer of CITIC Real Estate Co. Limited.
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Biographical Details of Directors and Key Management (Continued)

EERTECEEBE(E)

Ms. CHENG Ka Man Carman, aged 29, has been an Executive Director
since 4 May 2017. She is primarily responsible for the administration
and operations of the Group. Ms. Cheng graduated from the University
of London with a Bachelor of Science degree in Financial and Business
Economics. She also obtained a Master of Science degree in Management
from the Imperial College London and a Master of Philosophy degree in
Real Estate Finance from the University of Cambridge. Prior to joining the
Group, Ms. Cheng was an executive director of Man Sang International
Limited, a company listed on the Main Board of The Hong Kong Stock
Exchange (stock code: 938). She had also worked in a leading investment
firm in Asia. Ms. Cheng is the daughter of Mr. Cheng Chung Hing, the
Chairman and Executive Director and the niece of Mr. Cheng Tai Po, a
Non-executive Director.

Non-executive Directors

Dr. MA Kai Cheung, S8S, B8S, aged 76, is our Non-executive Director. He is
a co-founder of our Group and has been a Director since 2 August 2002.
He acted as Co-Chairman of the Group from 30 September 2009 to 25
July 2017. He is primarily responsible for advising on the formulation of
the Group’s general business models, development strategies and the
resolution of major issues. Dr. Ma has more than 46 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. He was also a member of the 9th, the
10th and the 11th National Committee of the Chinese People’s Political
Consultative Conference. Dr. Ma is currently the permanent honorary
president of Shenzhen Overseas Chinese International Association, the
permanent honorary president of Hong Kong Chiu Chow Chamber of
Commerce Limited, the chairman of Federation of Hong Kong Guangdong
Community Organizations, the permanent honorary president of Hong
Kong & Kowloon Chiu Chow Public Association and the 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 honorary chairman and non-executive director
of Carrianna Group Holdings Company Limited, a company listed on the
Main Board of The Hong Kong Stock Exchange (stock code: 126).

BRESX Lt 0 295% - B2017465 BABEZE AT
BEE FEASASEMNTHRIE T2EREER
BETE BRI2ENERGIASZRESRERY
¥EBeatany RS ARTRETISRZE
BEELB I RERBAER EESRMBELSM -
RINBAEER  BL+tAREBBARAR(—K
REBBZATER EMHAE - BRDNRSE : 938) 2
TEE - HIGR—MIEMNELAIRE QBT o &
REBEFERPTESEINFILEZ 5 RIEWIT
ERWARALEZER -

FHITES

BNElL  #gyes  #LiEE  765% 0 EHMIT
BEE - FAAEEMNEIMAZ—  B2002F8A2HE
ZEAES - #H2009F9 300 E£20174F7H25H
HEETEEHELTE FEXEZEERHEAEERN
BREBEX BREBLREAFEREER - BiF
THERKRDHERBEE T MR AIFEERLER -5
815 BN 2003 4 & 2009 F & & 45 5117 B [2 B
ERMEFEEREEFALEE  WATFBEARBUAH
HEREREESENE  FTERET—EEE -
SETRARIMEHBEEREseXKEEEgR &
BENEeKERREeR  FEER(LEREER
BRENEMMNASKREETFELBES BB LS
KEBEBIF - BIETR2004FEXEEBRASH
REEFBH BN o 2008 F MMM EER
SRR TEE - SETTAEEMEEERERA
AI(—RRBBBRAMER LT AE - RO
126) 2B BEERIENITES -

Annual Report 2017/18 4R

/3



/4

Biographical Details of Directors and Key Management (Continued)

EERTECEREBRE(E)

Mr. CHENG Tai Po, aged 66, is a Non-executive Director. He has been 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 the resolution of major issues. Mr. Cheng has over 35 years
of experience in manufacturing, wholesale and distribution businesses.
He is a board member of the Zhanjiang Ocean University, China, a
general committee member of the Hong Kong Jewelry Manufacturers’
Association, the chairman of Hong Kong Overseas Puning Sheshan
Clansmen Association and the permanent honorary president of Hong
Kong Association of Jie Yang Federation of Returned Overseas Chinese
Limited. Mr. Cheng has been the executive director and deputy chairman
of Man Sang International Limited, a company listed on the Main Board of
The Hong Kong Stock Exchange (stock code: 938), since August 1997 and
has been re-designated as chairman and non-executive director since 16
October 2014 until his retirement effective from 31 March 2016, 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
New York Stock Exchange MKT (ticker symbol: CNR) until his retirement
effective from 5 September 2014. Mr. Cheng is an elder brother of Mr.
Cheng Chung Hing, the Chairman and Executive Director, and is an uncle
of Ms. Cheng Ka Man Carman, the Executive Director.

Mr. LIN Ching Hua, aged 45, has been a Non-executive Director since
28 June 2014. He is primarily responsible for advising on the formulation
of the Group’s general business models, development strategies and the
resolution of major issues. Mr. Lin joined Tencent Group (“Tencent Group”
includes Tencent Holdings Limited, shares of which are listed on the Main
Board of The Hong Kong Stock Exchange with stock code no. 700, and
its subsidiaries) in April 2013. He is currently the vice president of Tencent
Group and is the general manager of Strategy Development Department
and Social and Performance Advertisement Department. Mr. Lin is mainly
responsible to establish the strategic platform of Tencent, to formulate
the business development strategies of the Tencent Group, and to lead
the research and development of various business models in the Tencent
Group and the business cooperation with external strategic partners who
the Tencent Group has equity investments. Mr. Lin has taken a crucial and
leading role in promoting Tencent's strategic initiatives, including Weixin
commercialization, important strategic investments and cooperations, and
the business planning and development in internet finance, and resources
integration and product innovation on social advertisement. Before joining
Tencent, Mr. Lin was a partner at McKinsey & Company, Inc. (“McKinsey”)
and general manager of its branch in Taiwan. Mr. Lin mainly served
clients and performed research in technology sector, including hi-tech
manufacturing, internet service, telecommunication and media during
his 12 years with McKinsey. His various research received wide coverage
in a number of Business and Financial media in China. Before joining
McKinsey, Mr. Lin worked at Deloitte Consulting Inc., Taiwan Office, as a
consultant. He received his Master of Business Administration degree from
Harvard Business School in 2001.
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Biographical Details of Directors and Key Management (Continued)

EERTECEEBE(E)

Independent Non-executive Director

Mr. LEUNG Kwan Yuen Andrew, GBS, SBS, JP, aged 67, has been
an Independent Non-executive Director since 4 September 2009.
He has more than 38 years of management experience in the textile
manufacturing, wholesale and distribution businesses. Mr. Leung was
elected as the President of the Sixth Legislative Council of Hong Kong
on 12 October 2016 and he is currently a member of the Industrial (First)
Functional Constituency of the Legislative Council of Hong Kong and is
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, the honorary president of the Federation
of Hong Kong Industries, a fellow member of the Textiles Institute as
well as the Clothing and Footwear Institute in the United Kingdom. He
was a council member of the Hong Kong Trade Development Council. In
addition, Mr. Leung is an independent non-executive director of Wharf
Real Estate Investment Company Limited (stock code 1997) and Dah Sing
Financial Holdings Limited (stock code 440), both are companies listed on
the Main Board of The Hong Kong Stock Exchange. Mr. Leung was an
independent non-executive director of Dah Sing Banking Group Limited
(stock code: 2356) and Harbour Centre Development Limited (stock code:
51) until his resignation effective from 20 December 2017 and 4 May
2018 respectively. He was the chairman and director of Sun Hing Knitting
Factory Limited until his resignation effective from 28 February 2017.

Mr. LI Wai Keung, aged 61, has been an Independent Non-executive
Director since 4 September 2009. Mr. Li has more than 40 years of
experience in financial management. Mr. Li graduated from the Hong
Kong Polytechnic and holds a Master degree in Business Administration
from the University of East Asia, Macau, currently known as the University
of Macau. He was appointed a member of the Chinese People’s Political
Consultative Conference Guangdong Provincial Committee on 17 January
2018 and was subsequently appointed a standing member on 27 January
2018. He is a fellow member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public Accountants,
and the president of Hong Kong Business Accountants Association. Mr. Li
is the executive director and chief financial officer of Guangdong Holdings
Limited, executive director of Guangdong Land Holdings Limited (formerly
known as Kingway Brewery Holdings Limited) (“GDL"), 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"). GDL, GDI, SZ Investment
and Hans are companies listed on the Main Board of The Hong Kong
Stock Exchange (stock codes: 124, 270, 604 and 554 respectively). He is
the chairman of the Council of the Hong Kong Chinese Orchestra Limited,
a member of China Overseas Friendship Association and the vice chairman
and secretary of the Financial and Accounting Affairs Steering Committee
of the Hong Kong Chinese Enterprises Association. He was appointed
as Advisor of Management Accounting of the Ministry of Finance, PRC
since 21 July 2014. Mr. Li had worked for Henderson Land Development
Company Limited (stock code: 12).
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Biographical Details of Directors and Key Management (Continued)

EERTECEERRE (E)

Mr. HUI Chiu Chung, JP, aged 71, has been an Independent Non-
executive Director since 11 April 2011. Mr. Hui has over 47 years of
experience in the securities and investment industry. He has served as a
council member and vice chairman of The Hong Kong 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 for a
number of years. He was also a member of the Committee on Real Estate
Investment Trusts of the Hong Kong Securities and Futures Commission
and a 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 from 2006 to 2017. He is a fellow
member of The Hong Kong Institute of Directors and a senior fellow
member of Hong Kong Securities and Investment Institute. Mr. Hui also
serves as a non-executive director of Luk Fook Holdings (International)
Limited (stock code: 590) and an independent non-executive director of
Zhuhai Holdings Investment Group Limited (formerly known as Jiuzhou
Development Company Limited) (stock code: 908), Lifestyle International
Holdings Limited (stock code: 1212), Gemdale Properties and Investment
Corporation Limited (formerly known as Frasers Property (China) Limited)
(stock code: 535), SINOPEC Engineering (Group) Co., Limited (stock
code: 2386), Agile Property Holdings Limited (stock code: 3383) and FSE
Engineering Holdings Limited (stock code: 331), whose shares are listed on
The Hong Kong Stock Exchange. He was an independent non-executive
director of Chun Wo Development Holdings Limited (now known as Asia
Allied Infrastructure Holdings Limited) (stock code: 711) and Hong Kong
Exchanges and Clearing Limited (stock code: 388) until his resignation
effective from 1 February 2015 and his retirement effective from 29 April
2015 respectively.
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Biographical Details of Directors and Key Management (Continued)

EERTECEEBE(E)

Mr. YUNG Wing Ki Samuel, s8s, MH, JP, aged 59, has been an
Independent Non-executive Director since 1 March 2013. Mr. Yung
has over 36 years of experience in insurance sector. He was awarded
an EMBA from the Hong Kong University of Science and Technology
and has attained certain professional qualifications, including Certified
Financial Planner, Registered Financial Consultant, Fellow Chartered
Financial Practitioner, Chartered Life Practitioner, Certified Manager of
Financial Advisor and Chartered Insurance Agency Manager. Mr. Yung
is currently an executive district director of AIA International Limited
and an independent non-executive director of China Overseas Insurance
Limited, a wholly-owned subsidiary of China Overseas Holdings Group,
and is also an independent non-executive director of China Overseas
Property Holdings Limited (stock code: 2669), a company listed on the
Main Board of The Hong Kong Stock Exchange. He was an independent
non-executive director of Camsing International Holding Limited (formerly
known as Fittec International Group Limited) (stock code: 2662) until his
resignation effective from 31 May 2016, a company listed on the Main
Board of The Hong Kong Stock Exchange. Mr. Yung is also presently
a member of the National Committee of the Chinese People’s Political
Consultative Conference, the vice chairman of the Committee for
Economic Affair (CEA) of the CPPCC National Committee, the founding
president of Hong Kong Professionals and Senior Executives Association
and the chairman or committee member of several Government
committees and non-governmental organizations. Mr. Yung was elected
the “Ten Outstanding Young Persons Award” in 1994. He was also
a Municipal Commission standing member of the Chinese People’s
Political Consultative Conference of Jilin, Standing Committee member
of All-China Youth Federation, member of Commission on Strategic
Development of the HKSAR, member of Central Policy Unit, chairman
of Hong Kong United Youth Association, chairman of The Outstanding
Young Persons’ Association, director and chairman of International
Committee of General Agents & Managers Association International, co-
chairman of the Asia Pacific Financial Services Association and president
of The Life Underwriters Association of Hong Kong, president of General
Agents and Managers Association of Hong Kong and chairman of Betting
and Lotteries Commission.
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Biographical Details of Directors and Key Management (Continued)

EERTECEERRE (E)

Key Management

Mr. HUI Chun Yip, aged 38, has been appointed as the Group's Chief
Financial Officer since 3 April 2018. Mr. Hui is primarily responsible for the
overall financial management of the Group, establishing and maintaining
investor relations and executing the Group’s capital market financing,
mergers and acquisitions and business cooperation. Mr. Hui has more
than 16 years of experience in financial management which include
auditing, accounting and financial management, corporate finance and
investor relations. During the period from March 2007 to February 2015,
Mr. Hui held various senior financial management positions of the Group,
which included the Group’s chief accountant and general manager of
account department. Before rejoined the Group on 3 April 2018, Mr.
Hui was the chief financial officer and company secretary of Yuzhou
Properties Company Limited, a company listed on the Main Board of The
Hong Kong Stock Exchange (stock code: 1628), from 31 March 2015 to 9
February 2018. Mr. Hui also had worked in Ernst & Young before. Mr. Hui
graduated from the Chinese University of Hong Kong with a Bachelor of
Business Administration degree. Mr. Hui is a member of the Hong Kong
Institute of Certified Public Accountants.

Ms. TSE Man Yu, aged 47, 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 offshore financing, merger
and acquisition, business cooperation of the Group, and responsible for
company secretarial duties and investor relations. Ms. Tse is also a director
of certain subsidiaries of the Group. Ms. Tse graduated from the City
University of Hong Kong with a Bachelor of Science (Honors) 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 22 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
GDI which is a company listed on the Main Board of The Hong Kong
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 (stock code: 279) and Sing Pao Media
Group Limited (stock code: 164), both companies were listed on the Main
Board of The Hong Kong Stock Exchange.
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Biographical Details of Directors and Key Management (Continued)

EERTECEEBE(E)

Ms. JIANG Ling, aged 45, is the Group’s Vice President. Ms. Jiang
joined our Group in November 2003, and is responsible for the Group’s
strategic development, including policy research, project planning, land
resources planning and management and public relations. Ms. Jiang
graduated from the Department of Journalism, Huazhong University of
Science and Technology in 1994. She later completed Advanced Business
Management Course at HSBC Business School, Peking University in
2009, the postgraduate course in fashion buying at Hong Kong Institute
of Fashion Buying in 2011, and the Advanced Capital Management
(Investment and Financing) Course at Shenzhen Tsinghua University
Research Institute in 2016. She has also attained the qualification of senior
planner from the Ministry of Labor and Social Security of the People’s
Republic of China (which has been renamed as the Ministry of Human
Resources and Social Security of the People’s Republic of China). Ms. Jiang
has over 18 years of management experience in the property industry
and has experience in the media industry. She was the manager of the
development department of Shanghai Chenghuang Temple Fuyoumen
Small-Commodities Market Corporation Limited, the director of Shenzhen
Column Editorial Department, Hong Kong Ta Kung Pao and the general
manager of Shenzhen Tongyuan Nanling Cultural and Creative Park
Corporation Limited.

Mr. ZHANG Xue Fang, aged 54, is the Group’s Vice President. Mr. Zhang
joined our Group in May 2007, and is responsible for the overall operation
and daily management of CSC Nanchang and CSC Harbin. Mr. Zhang
graduated from Jinggangshan University in 1981, majoring in Chinese
and also completed a postgraduate program at the School of International
Politics in Shandong University in 1999. He is currently the member
of Jiangxi Writers Association and the chairman of Jiangxi Electronic
Commerce Association, the vice president of Jiangxi Management Society
and the vice chairman of Jiangxi Enterprise Federation of Literature.
Prior to joining our Group, Mr. Zhang held senior managerial positions
with a large-scale national defense industrial corporation in Jiangxi, was
a chancellor of Jiangxi National Defense Industrial Staff University, an
adjunct professor of Jiangxi Normal University and a general manager
of Yuan Wang Group. He was also engaged in property development
education, and was an executive council member of China Market
Economics Society.
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Biographical Details of Directors and Key Management (Continued)

ESRTECEEERE (E)

Mr. DUAN Bin, aged 49, is the Group’s Vice President. Mr. Duan
joined our Group in May 2015, and is responsible for the Group's
architectural design and planning, including project overall planning,
architectural design and technique and residential property development.
Mr. Duan graduated from Southeast University with a Bachelor degree
in Architecture. He holds the qualifications of PRC Class 1 Registered
Architect and Senior Engineer (Professor grade). Mr. Duan has many
years of management experience in the architectural planning and design
and the property development industry. Before joining the Group, he
was the deputy architect of Institute of Shanghai Architectural Design
and Research Co., Ltd., the deputy general manager of the technology
management and product research and development department of the
Greenland Group, the deputy general manager of Liaoning real estate
business unit of the Greenland Group, and the vice president of Nanjing
Central Emporium (Group) Stocks Co., Ltd.

Mr. XIAO Hui, aged 58, is the Group’s Vice President. Mr. Xiao joined
our Group in January 2016, and is responsible for the Group’s trade
center management, including trade center related policies setting,
product pricing, sales, marketing and operations. Mr. Xiao has many
years of managerial experience in industrial and domestic and foreign
trade, electronic business and textile business. Before joining the Group,
Mr. Xiao was the general manager of Shantou Textile Industry Import
and Export Corporation, the deputy general manager of Guangdong
Shantou Textile Industry Corporation, the general manager of Shenzhen
Huagiang Electronic World Development Co., Ltd., the chairman of
Shenzhen Xinyontong Internet Technology Co., Ltd., the general manager
of Shenzhen Baoan Saige Electronic Market Management Co., Ltd., the
president of Jinshuifeng Industrial Co., Ltd..
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Report of the Directors

EEEWE

The Board hereby presents this annual report and the audited consolidated
financial statements of the Group for the fiscal year ended 31 March
2018.

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, traders, manufacturers,
distributors and retail clients. 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 property management, logistics and warehousing services,
E-commerce services, outlet operations, offices, residential facilities,
convention and exhibition facilities, hotels, restaurants, banking services,
on-site government services in a bid to offer one-stop convenient supply
chain solutions. The successful business model was first pioneered by
CSC Shenzhen and has been replicated to other provincial capitals and
municipality across China such as Nanchang, Nanning, Xi‘an, Harbin,
Zhengzhou, Hefei and Chongging, forming a strategic network covering
key domestic logistic nodes. At the same time, through the cooperation
with Tencent, the Group is actively building an 020 business eco-system
to facilitate the industrial upgrade of the occupants. Details of the
principal activities of the principal subsidiaries and associates are set out
under Management Discussion and Analysis as well as in notes 1 and 18
to the financial statements of this annual report respectively.

Results and Dividends

The Group’s results for the fiscal year ended 31 March 2018 and the state
of affairs of the Company and the Group at that date are set out under
Chairman’s Statement as well as in the consolidated financial statements
on pages 136 to 256 of this annual report respectively.

The Board recommends the payment of a final dividend of HK5.0 cents
per Share with scrip option for FY2017/18 (FY2016/17: HK5.0 cents per
share) to Shareholders whose names appear on the register of members
of the Company on 29 August 2018. Subject to the approval of the
Shareholders of the Company at the forthcoming AGM to be held on 21
August 2018, the proposed final dividend will be distributed on or about
10 October 2018.
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Scrip Dividend Scheme Details and Closure of
Register of Members

Subject to the approval conditions of the Scrip Dividend Scheme, for the
purpose of calculating the number of New Share to be allotted pursuant
to the Scrip Dividend Scheme, the price for a New Share is HK$1.50 per
Share, which is calculated as the average of the closing prices of the
existing Shares on The Stock Exchange of Hong Kong from 22 June 2018,
Friday to 28 June 2018, Thursday (both days inclusive). Accordingly, the
number of New Shares which a Shareholder electing for New Shares is
entitled to receive in respect of the Final Dividend will be calculated as
follows:

Number of existing
Shares for which
Number of New Shares .
. election for
to be received =

FE WU A 2 &

New Shares is made
B EIWEGTAR Y
REKRGEE

The number of New Shares to be received will be rounded down to the
nearest whole number of New Shares. Fractional entitlements to New
Shares will be refunded in cash to the respective Shareholders concerned.
The New Shares will, on issue not be entitled to the Final Dividend, but
will rank pari passu in all other respects with the existing Shares.

Details of the Scrip Dividend Scheme together with the relevant form of
election will be sent to the Shareholders on or around 6 September 2018.

The register of members of the Company will be closed from 27 August
2018 to 29 August 2018, both days inclusive, during which period no
transfer of shares of the Company will be effected. The ex-dividend
date will be on 23 August 2018. In order to qualify for the proposed
final dividend, all properly completed transfer documents accompanied
by the relevant share certificates must be lodged 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 for registration not later than 4:30 p.m. on 24
August 2018.
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Business Overview

The business overview of the Group for the year ended 31 March 2018
are provided in the Chairman’s Statement, the Management Discussion
and Analysis and the Environmental, Social and Governance Report of this
annual report.

Share Capital
Details of the movements in the share capital of the Company during the
Year are set out in note 36 to the financial statements.

Reserves
Details of the reserves are disclosed in note 38 to the financial statements.

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 49 to the financial
statements, respectively.

Distributable Reserves

Details of the Company'’s reserves available for distribution as at 31 March
2018, calculated in accordance with Part 6 of the Hong Kong Companies
Ordinance (Chapter 622 of the Laws of Hong Kong), amounted to
approximately HK$763.1 million (31 March 2017: HK$584.7 million), of
which HK$400.5 million (31 March 2017: HK$400.3 million), subject to
the adjustment with the number of shares which may be allotted after the
date of this report but before the date of book close, has been proposed
as final dividend for the fiscal year under review, are disclosed in notes 11
and 49 to the financial statements.

Senior Notes
The information of the outstanding senior notes issued by the Company
during the reporting period is as below:

In September and October 2016, the Company issued senior notes due
in September 2021 with a nominal value of US$200 million (equivalents
to approximately HK$1,560 million) and US$150 million (equivalents
to approximately HK$1,170 million) respectively, in a total of US$350
million (equivalents to approximately HK$2,730 million). These notes were
consolidated and form a single series of “2016 Notes” at a coupon rate
of 6.75% per annum. The net proceed of the issue was mainly for the
purpose of refinancing existing indebtedness and for general corporate
purposes.

In March 2017, the Company issued senior notes due in March 2020
with a nominal value of US$300 million (equivalents to approximately
HK$2,340 million) at a coupon rate of 5.75% per annum (“2017 March
Notes”). The net proceed of the issue was mainly for the purpose of
refinancing existing indebtedness and for general corporate purposes.
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In November 2017, the Company issued senior notes due in November
2022 with a nominal value of US$300 million (equivalents to
approximately HK$2,340 million) at a coupon rate of 7.25% per annum
("2017 November Notes”). The net proceed of the issue was mainly
for the purpose of refinancing existing indebtedness in relation to the
construction and development of our projects and for general corporate
purposes.

In January 2018, the Company issued senior notes due in January 2021
with a nominal value of US$250 million (equivalents to approximately
HK$1,950 million) at a coupon rate of 7.25% per annum (“2018 January
Notes”). The net proceed of the issue was mainly for the purpose of
refinancing existing indebtedness in relation to the construction and
development of our projects and for general corporate purposes.

In May and June 2018, the Company issued senior notes due in
August 2020 with a nominal value of US$150 million (equivalents to
approximately HK$1,170 million) and US$100 million (equivalents to
approximately HK$780 million) respectively, in a total of US$250 million
(equivalents to approximately HK$1,950 million). These notes were
consolidated and form a single series of “2018 May Notes” at a coupon
rate of 10.875% per annum. The net proceed of the issue was mainly
for the purpose of refinancing existing indebtedness in relation to the
construction and development of our projects and for general corporate
purposes.

Further details of the Senior Notes are set out in note 31 to the financial
statements.

Property, Plant and Equipment
Details of movements in the property, plant and equipment of the Group
during the Year are set out in note 13 to the financial statements.

Donations

During the Year, in order to care about the society where the Group
operates its business, the Group made charitable donations totaling
approximately HK$34.49 million (FY2016/17: HK$14.3 million) to various
charitable organizations.

Subsidiaries

Details of the Company’s principal subsidiaries as at 31 March 2018 are
set out in note 1 to the financial statements.
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Directors
The Directors during the Year and up to the date of this report are:

Executive Directors*

Mr. Cheng Chung Hing (Chairman)

Mr. Fung Sing Hong Stephen (Vice Chairman)
Mr. Song Chuan (Chief Executive Officer)

Ms. Cheng Ka Man Carman

Non-executive Directors*
Dr. Ma Kai Cheung

Mr. Cheng Tai Po

Mr. Lin Ching Hua

Independent Non-executive Directors
Mr. Leung Kwan Yuen Andrew

Mr. Li Wai Keung

Mr. Hui Chiu Chung

Mr. Yung Wing Ki Samuel

Notes:

*  Mr. Leung Moon Lam was re-designated as a Non-executive Director of the
Company from Executive Director of the Company with effect from 4 May
2017. Mr. Sun Kai Lit Cliff, Dr. Ma Wai Mo and Mr. Leung Moon Lam resigned as
Non-executive Directors of the Company and have been appointed as Honorable
Advisers of the Group with effect from 25 July 2017.
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The Company’s Articles provide rotation and re-election for all Directors.
In accordance with the Articles, at each annual general meeting of the
Company, one-third of the Directors for the time being, or if their number
is not three or a multiple of three, then the number nearest to but not
less than one-third, shall retire from office by rotation. The Articles also
provide that any Director appointed by the Board to fill a casual vacancy
on the Board shall hold office only until the next following general
meeting of the Company and shall then be eligible to offer for re-election,
and any Director appointed by the Board as an addition to the Board shall
hold office only until the next following annual general meeting of the
Company and shall then be eligible to offer for re-election.

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

The list of names of all Directors who have served on the boards of the
subsidiaries of the Company during the Year and up to the date of this
report is available on the Company’s website.

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 one month’s 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 had 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 Year or as at 31 March 2018.

Biographical Information of Directors and Key
Management

The biographical information of the Directors and Key Management of
the Company is set out in the section headed “Biographical Details of
Directors and Key Management” on pages 71 to 80 of this annual report.
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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 and Mr. Leung Moon Lam 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 Hong
Kong 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;

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 competition,
directly or indirectly, with the business of the Group, unless those business
opportunities have been first offered to the Group upon terms which
are fair and reasonable and the Board has declined such opportunities,
in accordance with the provisions of the Non-Competition Undertaking,
Mr. Cheng Chung Hing and Mr. Leung Moon Lam or any of them or their
respective associates may pursue such opportunities.

The Company has received an annual confirmation from Mr. Cheng
Chung Hing confirming his compliance with the Non-Competition
Undertaking during the Year. Mr. Leung Moon Lam has ceased to be a
Director of the Company since 25 July 2017 and ceased to be binded
by the provisions of the Non-Competition Undertaking accordingly.
The Company has received an confirmation from Mr. Leung Moon Lam
confirming his compliance with the Non-Competition Undertaking during
the period of 1 April, 2017 to 24 July, 2017.

Directors’ Emoluments
Particulars of the Directors’ emoluments for the fiscal year ended 31
March 2018 are set out in note 8 to the financial statements.
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Directors’ Interests in Competing Business

Save as disclosed above, the Company has received confirmations from
all Directors that none of them have engaged or were interested in any
business which were in competition or were likely to compete, either
directly or indirectly, with the business of the Group during the Year.

Directors’ and Chief Executive’s Interests in
Securities

As at 31 March 2018, 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 Hong Kong
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code") were as follows:

Long Position in the Shares and Underlying Shares
of the Company
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Cheng Chung Hing Ordinary Shares 2,153,148,831" 79,000,000 - - 2,232,148,831 27.86%
EN LR
Cheng Tai Po Ordinary Shares 588,984, 145" 4,936,000 - - 593,920,145 741%
Ly il
Ma Kai Cheung Ordinary Shares 138,966,649° - - - 138,966,649 1.73%
ENE LR
Fung Sing Hong Stephen Ordinary Shares/Share Options - 9,200,000 - 235,990,000 245,190,000 3.06%
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Song Chuan Share Options S = = 40,000,000¢ 40,000,000 0.49%
NIl BiE
Li Wai Keung Share Options S = = 2,000,000 2,000,000 0.02%
FRR B
Leung Kwan Yuen Andrew Share Options - - - 2,000,000 2,000,000 0.02%
REE BfE
Hui Chiu Chung Share Options = = = 2,000,000 2,000,000 0.02%
FTRE B
Yung Wing Ki Samuel Share Options - - - 2,000,000 2,000,000 0.02%
Ak BfE
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Notes:
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Mr. Cheng Chung Hing is interested in 100% of the issued share capital
of Accurate Gain Developments Limited which in turn interested in
2,153,148,831 Shares and is therefore deemed to be interested in the
aforesaid 2,153,148,831 Shares. Mr. Cheng is a director of Accurate Gain
Developments Limited. Mr. Cheng Chung Hing is the father of Ms. Cheng Ka
Man Carman and the younger brother of Mr. Cheng Tai Po.

Together with Mr. Cheng Chung Hing's personal interests, Mr. Cheng was
deemed to have 27.86% of the voting rights of the Company.

Mr. Cheng Tai Po is interested in 100% of the issued share capital of
Proficient Success Limited which in turn holds 588,984,145 Shares and is
therefore deemed to be interested in the aforesaid 588,984,145 Shares. Mr.
Cheng is a director of Proficient Success Limited. Mr. Cheng Tai Po is the
elder brother of Mr. Cheng Chung Hing and the uncle of Ms. Cheng Ka Man
Carman.

Dr. Ma Kai Cheung, as beneficial owner and beneficiary of trust and through
the interest of his spouse, being interested in 42.23% of the issued share
capital of Carrianna Group Holdings Company Limited which through a
number of intermediaries, wholly owns Carrianna Development Limited, Dr.
Ma Kai Cheung is therefore deemed to be interested and duplicated interests
in an aggregate of 138,966,649 Shares held by Carrianna Development
Limited via its holding company. Dr. Ma is a director of each of Carrianna
Group Holdings Company Limited, Carrianna Development Limited, Sincere
United Holdings Limited, Carrianna Holdings Limited, Gartrend Development
Limited and Carrianna (BVI) Limited.

The relevant interests are share options granted to Mr. Fung Sing Hong
Stephen, Mr. Song Chuan, Mr. Leung Kwan Yuen Andrew, Mr. Li Wai
Keung, Mr. Hui Chiu Chung and Mr. Yung Wing Ki Samuel pursuant to the
Company’s share option scheme adopted on 4 September 2009. Further
details of the share option scheme are set out in the section headed “Share
Option Scheme” in this report.

The percentage shareholding is calculated on the basis of 8,009,571,999
Shares issued as at 31 March 2018.
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(6)  Mr. Leung Moon Lam owns 100% of the issued share capital of Kings Faith
International Limited which in turn holds 213,899,770 Shares and is therefore
deemed to be interested in the aforesaid 213,899,770 Shares. Mr. Leung is a
director of Kings Faith International Limited.

Together with Mr. Leung Moon Lam’s family interests, Mr. Leung was
deemed to have 2.69% of the voting rights of the Company.

Mr. Leung Moon Lam resigned as Non-executive Director of the Company
and was appointed as Honorable Adviser of the Group with effect from 25
July 2017. The interests presented above was the deemed interests of Mr.
Leung Moon Lam as at 25 July 2017.

(7) 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 therefore deemed to be interested and
duplicate in the interest in the same 126,197,662 Shares held by Luk Ka
International Limited.

Dr. Ma Wai Mo resigned as Non-executive Director of the Company and was
appointed as Honorable Adviser of the Group with effect from 25 July 2017.
The interests presented above was the deemed interests of Mr. Ma Wai Mo as
at 25 July 2017.

(8)  Mr. Sun Kai Lit Cliff owns the entire interests in Kinox Holdings Limited and is
therefore deemed to be interested in the 125,241,662 Shares held by Kinox
Holdings Limited.

Mr. Sun Kai Lit Cliff resigned as Non-executive Director of the Company and
was appointed as Honorable Adviser of the Group with effect from 25 July
2017. The interests presented above was the deemed interests of Mr. Sun Kai
Lit Cliff as at 25 July 2017.

Save as disclosed above, as at 31 March 2018, 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 Hong Kong 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); (i) entered in the register kept
by the Company pursuant to Section 352 of the SFO; or (iii) notified to
the Company and The Hong Kong Stock Exchange pursuant to the Model
Code.
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Substantial Shareholders’ Interests in Securities

As at 31 March 2018, 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 or
underlying Shares which were required to be disclosed to the Company

FERRREBHFAES

M20185F3A318  BEFMA - LA (EEK
RNAEEZITHABBRIN RN S ABREA D B
PAER A E (BB IRIEE 5 R A E KA EXVELE2
K3 BEERARRIEE « skE AKX A RIREE

under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which 35 & Hi & {151 53361878 T2 B & SR MeukEss 0%

A

were recorded in the register kept by the Company pursuant to Section & :

336 of the SFO:

Long Position in the Shares RNEROPRNEFE
Approximate
percentage of
Number of the Company’s
Shares or total number
underlying of issued
Name Nature of interest Shares held Shares®
s 4 EARARE
AHES BITROEH
HE/ETE EEME RHEE BMABE DY
Accurate Gain Developments Limited Beneficial owner 2,153,148,831" 26.88%
EnEBA
Tencent Holdings Limited Deemed interest in controlled corporation 925,100,000? 11.55%
fERIER B R A A WRER G EEE R
THL H Limited Beneficial owner 925,100,000 11.55%
BB A
Proficient Success Limited Beneficial owner 588,984,145 7.35%
EnEBA

Notes:

(1) Mr. Cheng Chung Hing owns 100% of the issued share capital of Accurate (1)

Gain Developments Limited.

(2)  THL H Limited is wholly owned by Tencent Holdings Limited. (2)

(3)  Mr. Cheng Tai Po owns 100% of the issued share capital of Proficient Success (3)

Limited.

(4)  The percentage shareholding is calculated on the basis of 8,009,571,999 (4)

Shares issued as at 31 March 2018.

BiEE

ZITIAANEI100% A (0 HE RS ©

HJ100% AR (S ©

8,009,571,999% % (7 51 & °

ERFAEL S A 3 A5 Accurate Gain Developments Limited 2

THL H Limited B BEEIERR AR A R 2 E A ©

BB K 3 5 £ ¥ A Proficient Success Limited 2 2 77 i% 4%

BABDHDIRENR218F3A3TBERERTZ
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Save as disclosed above, as at 31 March 2018, to the knowledge of the
Directors or chief executive of the Company, 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 were required 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.

Information on Share Options

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 of the Share Option Scheme is to provide incentives to
eligible persons for their contribution to the Group and to enable
the Group to recruit high-caliber 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 Hong Kong Stock
Exchange unless with the prior approval from the Shareholders.
The Share Option Scheme limit was refreshed at the annual general
meeting of the Company held on 21 August 2013, and hence 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 227,132,400 Shares, representing approximately 2.84%
of the total number of issued Shares of the Company as at 31 March
2018.
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The total number of Shares issued and to be issued upon the
exercise of share options granted under the Share Option Scheme
(including exercised, canceled 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.

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.

The consideration paid by each grantee for each grant of options is
HK$1.

The exercise price in relation to each share option will be determined
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 Hong Kong Stock Exchange on the
date of grant; (ii) the average closing prices of the Shares as stated in
the daily quotation sheets of The Hong Kong Stock Exchange for the
five business days immediately preceding the date of grant; and (iii)
the nominal value of the Shares on the date of grant.

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

8.
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The table below summarized the details of the movements in the share

WA EARERB BT 8 L BN B B 5

options granted pursuant to the Share Option Scheme during the Year: R TERZA :
Number of Share Options
As at Canceled/ As at Exercise
Name Date of Grant 1 April 2017 Granted Exercised Lapsed 31 March 2018 Price Exercisable Period
12017 & #2018 &
2R RiLAH 418 BEHE BT BH#/ %X 3A31H RE e
HK$
BT
Directors
Bz
Fung Sing Hong Stephen ~ 27/6/2013 8,000,000 - - - 8,000,000 1.69 27/612014-26/6/2018
HEM 17122014 19,000,000 - - - 19,000,000 4.14 17/212014-16/2/2019
19,000,000 - - - 19,000,000 414 17/2/2015-16/2/2019
30/6/2014 15,000,000 - - - 15,000,000 4.07 30/6/2014-29/6/2019
15,000,000 - - - 15,000,000 4.07 30/6/2015-29/6/2019
13/172016 39,995,000 - - - 39,995,000 1.528 13/1/2016-12/1/2021
39,995,000 - - - 39,995,000 1.528 13/1/2017-12/1/2022
3712017 - 40,000,000 - - 40,000,000 1.52 3/712017-21712022
- 40,000,000 - - 40,000,000 1.52 3/712018-2/7/2023
Song Chuan 3/7/2017 - 20,000,000 - - 20,000,000 1.52 3/7/2018-2/7/2023
Nl - 10,000,000 - - 10,000,000 1.52 3/7/2019-2/7/2024
- 10,000,000 - - 10,000,000 1.52 3/7/2020-2/7/2025
Leung Kwan Yuen Andrew  17/2/2014 1,000,000 = = = 1,000,000 4.14 17/2/2014-16/2/2019
2EE 1,000,000 - - - 1,000,000 4.14 17/2/2015-16/2/2019
Li Wai Keung 1722014 1,000,000 - - - 1,000,000 414 17/2/2014-16/2/2019
ZfEy 1,000,000 - - - 1,000,000 414 17/2/2015-16/2/2019
Hui Chiu Chung 171212014 1,000,000 - - - 1,000,000 414 17/2/2014-16/2/2019
Fise 1,000,000 - - - 1,000,000 4.14 17/2/2015-16/2/2019
Yung Wing Ki Samuel 17122014 1,000,000 = = = 1,000,000 4.14 17/2/2015-16/2/2019
Aok 1,000,000 - - - 1,000,000 4.14 17/2/2016-16/2/2019
Employees/Advisers 271612013 1,500,000 - (500,000) - 1,000,000 1.69 27/6/2013-26/6/2018
Es /BN 2,500,000 - (1,000,000) - 1,500,000 1.69 2716/2014-26/6/2018
1,250,000 - - (250,000) 1,000,000 1.69 27/6/2015-26/6/2018
171212014 1,000,000 - - - 1,000,000 4.14 17/2/2015-16/2/2019
1,000,000 - - - 1,000,000 4.14 1712/2016-16/2/2019
30/6/2014° 35,650,000 - - (1,000,000) 34,650,000 4.07 30/6/2015-29/6/2019
35,650,000 - - (1,000,000 34,650,000 4.07 30/6/2016-29/6/2019
22/8/2016 22,250,000 - (500,000) (4,250,000) 17,500,000 1.75 22/8/2016-21/8/2021
34,000,000 - (1,250,000) (4,750,000) 28,000,000 1.75 22/8/2017-21/8/2022
11,750,000 - - (7,250,000) 4,500,000 1.75 22/8/2018-21/8/2023
310,540,000 120,000,000 (3,250,000)  (18,500,000) 408,790,000
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Notes:

1. The closing price of the Shares immediately before the date on which the
share options granted on 3 July 2017 was HK$1.45 per share.

2. Mr. Leung Moon Lam resigned as Non-executive Director of the Company
and was appointed as Honorable Adviser of the Group with effect from
25 July 2017. His interests in share options was included in the category of
Employees/Advisers.

3. Details of the Share Option Scheme is set out in note 37 to the 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 37 to the financial statements, at no time during the Year
was the Company or any of its subsidiaries a party to any arrangement to
enable the Directors or chief executives 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.

Issuance of Debt Securities by a Subsidiary
Short-Term Notes

In September 2014, China South International obtained the relevant
approval for issuing the short-term notes in the national inter-bank
market in the PRC with a maximum principal amount of RMB4.3 billion.
In September 2016, China South International issued the first tranche
of the short-term notes of 2016 (“2016 First Tranche STN"”) with a total
principal amount of RMB1.2 billion with a maturity period of 1 year and
at an interest rate of 4.9% per annum for general corporate purpose and
repaying part of the bank loans of the Group. The 2016 First Tranche STN
have been repaid in full in September 2017.

In October 2016, China South International obtained another approval for
issuing the short-term notes in the national inter-bank market in the PRC
with @ maximum principal amount of RMB6.0 billion. In June and August
2017, China South City International issued the first tranche and the
second tranche of the short-term notes of 2017 with a principal amount
of RMB500 million with a maturity period of 270 days and at an interest
rate of 6.5% per annum for each tranche, respectively. The proceeds
thereof were to be used for general corporate purpose and repaying part
of the bank loans of the Group. The first tranche and the second trench
of the short-term notes of 2017 have been repaid in full in March and
May 2018 respectively.

Bt -
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As at 31 March 2018, the carrying value of China South International’s
short-term notes was HK$625.1 million.

Further details of the short-term notes are set out in note 30 to the
financial statements.

Medium-Term Notes

In April 2014, China South International obtained the relevant approval
for issuing the medium-term notes in the national inter-bank market in
the PRC with a maximum principal amount of RMB4.0 billion. In May
2014, China South International issued the first tranche of the medium-
term notes of 2014 with a total principal amount of RMB1.0 billion with
a maturity period of 5 years and at an interest rate of 7.5% per annum.
The proceeds thereof were to be used for repaying part of short-term
bank loans of the Group. In September 2014, China South International
issued the second tranche of the medium-term notes of 2014 with a
total principal amount of RMB1.0 billion with a maturity period of 5 years
and at an interest rate of 8.4% per annum. The proceeds thereof were
to be used for repaying part of bank loans of the Group. In July 2015,
China South International issued the first tranche of the medium-term
notes of 2015 with a total principal amount of RMB2.0 billion with a
maturity period of 3 years and at an interest rate of 7.0% per annum. The
proceeds thereof were to be used for replacement of bank loans of the
Group and the development of CSC Nanning project. In April 2017, China
South International obtained another approval for issuing the medium-
term notes with a maximum principal amount of RMB3.0 billion. China
South International may issue new medium-term notes when appropriate.

As at 31 March 2018, the carrying value of China South International’s
medium-term notes was HK$5,251.6 million. As assessed by Dagong
Global, China South International, and the first tranche and second
tranche of the medium-term notes both were given “AA" rating.

Further details of the medium-term notes are set out in note 32 to the
financial statements.
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Corporate Bonds

In March 2015, China South International obtained the relevant approval
for issuing the corporate bonds in a maximum principal amount of
RMB1.5 billion in the PRC. In April 2015, China South International
issued the corporate bonds with a total principal amount of RMB1.5
billion with a term of up to 6 years in maximum and at an interest rate
of 7.0% per annum. The proceeds thereof were to be used for funding
the construction of CSC Zhengzhou project. In April 2018, China South
International redeemed approximately RMB1.499 billion of corporate
bonds, the remaining portion of RMB482,000 will be matured at April
2021 at an interest rate of 8.05% per annum.

As at 31 March 2018, the carrying value of China South International’s
corporate bonds was HK$1,978.3 million. As assessed by Pengyuan Credit
Rating Co., Ltd., China South International and the corporate bonds were
given “AA” and "AA+" rating respectively.

Further details of the corporate bonds are set out in note 33 to the
financial statements.

Domestic Company Bonds

In December 2015, China South International obtained the relevant
approval for issuing the domestic company bonds in a maximum principal
amount of RMB4.4 billion in the PRC. In January 2016, China South
International issued the first tranche of the domestic company bonds of
2016 with a total principal amount of RMB3.0 billion with a term of 3
years and at an interest rate of 5.98% per annum. The proceeds thereof
were to be used for repaying part of the bank loans of the Group and for
general working capital. In May 2016, China South International issued
the second tranche of the domestic company bonds of 2016 with a total
principal amount of RMB1.4 billion with a term of 3 years and at an
interest rate of 6.85% per annum. The proceeds thereof were to be used
for repaying part of bank loans of the Group and for general working
capital.

As at 31 March 2018, the carrying value of China South International’s
domestic company bonds was HK$5,644.2 million. As assessed by Golden
Credit Rating International Co., Ltd., China South International and the
domestic company bonds both were given “AA+".

Further details of the domestic company bonds are set out in note 34 to
the financial statements.
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Purchase, Sale or Redemption of Listed Securities
In February and April 2017, the Company has early redeemed in full the
2014 Notes at the redemption price equal to 104.125% of the principal
amount thereof, plus accrued and unpaid interest to (but not including)
the redemption date. In April 2017, the 2014 Notes were fully redeemed,
were canceled and delisted from the Singapore Exchange accordingly.

Further information of the senior notes is set out in the section headed
“Senior Notes” and note 31 to the financial statements of this report.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed securities
during the Year.

Bank Borrowings
Details of the Group’s bank borrowings as at 31 March 2018 are set out
in note 29 to the financial statements.

Major Customers and Suppliers

The aggregate sales to the Group’s five largest customers were less than
10% of the Group's total revenue. The aggregate purchases from the
five largest suppliers of the Group accounted for approximately 58%
(FY2016/17: 54%) of the Group’s total purchases and purchases from the
largest supplier accounted for approximately 26% (FY2016/17: 15%) of
the Group’s total purchases for the fiscal year ended 31 March 2018.

None of the Directors, their associates, or any Shareholders which to the
knowledge of the Directors own more than 5% of the Company’s total
number of issued Shares has any interests in the Group's five largest
suppliers or customers.

Corporate Governance

The Company is committed to achieving high standard of corporate
governance. Detailed information on the Company’s corporate
governance principles and practices are set out in the Corporate
Governance Report as contained in this annual report.
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Report of the Directors (Continued)
EEEWmE(E)

Environmental, Social and Governance

The Group is committed to fulfilling its corporate social responsibility in
community affairs, environmental protection and corporate governance
during its business operation in order to achieve its sustainable
development. The Company’s Environmental, Social and Governance
Report is set out in this annual report.

Public Float

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

Five Year’s Financial Summary
A summary of the results and of the assets and liabilities of the Group for
the last five fiscal years is set out on page 70 of this annual report.

Management Contract

During the 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.

Events after the Reporting Period
The events after the reporting period are set out in note 48 to the
financial statements.

Auditor

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

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

Hong Kong, 28 June 2018
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Corporate Governance Report
ERERME

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. To the best knowledge and
belief of the Directors, the Company has complied with the applicable
code provisions of the Corporate Governance Code (the “CG Code”) as
set out in Appendix 14 to the Rules Governing the Listing of Securities on
The Hong Kong Stock Exchange (the “Listing Rules”) during the year, save
and except for the following deviation:

Code provision A.6.7 provides that Independent Non-executive Directors
and other Non-executive Directors, are equal board members, should
attend general meetings of the Company. During the Year, a Non-
executive Director of the Company was unable to attend the last annual
general meeting of the Company held on 21 August 2017 as he had
other prior business engagement.

Pursuant to Rule 3.10A of the Listing Rules, the Independent Non-
executive Directors of a listed issuer must represent at least one-third of
the Board of Directors of such listed issuer. Upon the appointment of Mr.
Song Chuan and Ms. Cheng Ka Man Carman as Executive Directors on 4
May 2017, the number of Independent Non-executive Directors was less
than one-third of the Board as required under Rule 3.10A of the Listing
Rules during the period from 4 May 2017 to 24 July 2017. Mr. Sun Kai Lit
Cliff, Dr. Ma Wai Mo and Mr. Leung Moon Lam resigned as Non-executive
Directors of the Company and were appointed as Honorable Advisers of
the Group on 25 July 2017. Since then, the Company is in compliance
with Rule 3.10A.

The Board of Directors

Board Composition

As at 31 March 2018, the Board comprises eleven Directors, including four
Executive Directors, three Non-executive Directors and four 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 71 to 80 of this annual report.
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Corporate Governance Report (Continued)
TEERHRE (B)

Independent Non-executive Director

Save as disclosed above, during the Year, the Board has at all times met
the requirements of Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules
relating to the appointment of at least three Independent Non-executive
Directors and representing at least one-third of the board with at least one
Independent Non-executive Director possessing appropriate professional
qualifications, or accounting or related financial management expertise.

During the Year, all existing Independent Non-executive Directors have
made an annual confirmation of independence 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
Group to the Executive Directors and key 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 an elder brother of Mr. Cheng Chung Hing and
the uncle of Ms. Cheng Ka Man Carman.

o Ms. Cheng Ka Man Carman is the daughter of Mr. Cheng Chung
Hing and the niece of Mr. Cheng Tai Po.

Change in Information of Directors

The change in the information of Directors since the publication of the
2017/18 interim report up to the date of this annual report is set out
below pursuant to Rule 13.51(B)(1) of the Listing Rules:

o Mr. Fung Sing Hong Stephen has been appointed as a member of
the 5th Chongging Committee of the Chinese People’s Political
Consultative Conference with effect from 18 January 2018; and has
appointed the vice president of Hong Kong Chongging Friendship
Federation.
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Corporate Governance Report (Continued)
TEERWME(E)

o Mr. Leung Kwan Yuen Andrew has been appointed as an
independent non-executive director of Dah Sing Financial Holdings
Limited on 20 December 2017; Mr. Leung has resigned as an
independent non-executive director of Dah Sing Banking Group
Limited with effect from 20 December 2017; Mr. Leung has resigned
as an independent non-executive director of Harbour Centre
Development Limited with effect from 4 May 2018; Mr. Leung has
been appointed as an independent non-executive director of Wharf
Real Estate Investment Company Limited with effect from 1 June
2018; these four companies are listed on the Main Board of The
Hong Kong Stock Exchange (Stock Code: 440, 2356, 51 and 1997
respectively).

e Mr. Li Wai Keung was appointed a member of the Chinese People’s
Political Consultative Conference Guangdong Provincial Committee
on 17 January 2018 and was subsequently appointed a standing
member on 27 January 2018.

o Mr. Yung Wing Ki Samuel has been appointed as a vice chairman
of Committee for Economic Affairs (CEA) of the CPPCC National
Committee with effect from 16 March 2018.

o Ms. Cheng Ka Man Carman is entitled to a performance based
bonus of an amount of 0.2% of the core net profit attributable to
owners of the parent of the relevant financial year (in additional to
any discretionary bonus (if any)) since FY2017/18.

Compliance with the Model Code for Securities
Transactions

The Company has adopted the Model Code of the Listing Rules as a code
of conduct of the Company for Directors’ securities transactions. Having
made specific enquiry of all Directors, the Directors have complied with
the required standard set out in the Model Code throughout the relevant
period of the fiscal year ended 31 March 2018. Employees who are,
or likely to be, in possession of unpublished price sensitive information
in relation to the Company or its Shares are required to prohibit from
dealing in shares of the Company during the black-out period.
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Corporate Governance Report (Continued)
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Board Meetings EESSE
During the Year, four Board meetings were convened by the Company. RAEER @ AATHABHNAEEe % T2
The attendance of the Directors at the Board meetings was as follows: eENEEHEBRLAT :
Number of
Attendance/
meeting held®
HiE BT
Directors 2= e G
Executive Directors ™ HITESO
Mr. Cheng Chung Hing (Chairman) LN E =) 4/4
Mr. Fung Sing Hong Stephen (Vice Chairman) HBEMEE(BIFE) 4/4
Mr. Song Chuan (Chief Executive Officer) RINFEAE(7TBAEE) 3/3
Ms. Cheng Ka Man Carman LIED g 3/3
Non-executive Directors @ FHITESO
Dr. Ma Kai Cheung BNEEL 1/4
Mr. Sun Kai Lit Cliff RERZI S & 2/2
Dr. Ma Wai Mo BEREL 2/2
Mr. Cheng Tai Po BRI 4/4
Mr. Leung Moon Lam ZimMRI & 2/2
Mr. Lin Ching Hua MIRFESE A 3/4
Independent Non-executive Directors BYEHITES
Mr. Leung Kwan Yuen Andrew REERE 4/4
Mr. Li Wai Keung BRI E 4/4
Mr. Hui Chiu Chung SRR A 4/4
Mr. Yung Wing Ki Samuel BABEE 3/4

Notes:

(1) Mr. Song Chuan and Ms. Cheng Ka Man Carman has been appointed as

Executive Directors of the Company with effect on 4 May 2017.

(2)  Mr. Sun Kai Lit Cliff, Dr. Ma Wai Mo and Mr. Leung Moon Lam have resigned
as Non-executive Directors of the Company and have been appointed as

Honorable Advisers of the Group with effect from 25 July 2017.

(3)  The attendance figure represents actual attendance/the number of meetings

a Director is entitled to attend.

The Directors are provided with agenda and relevant Board materials
related to the agenda in advance before the meeting. They can access to
the senior management and the company secretary of the Company at all
time and, upon reasonable request, seek independent professional advice

at the Company’s expense.

BiEE

() RNEEERBZNZTE2017F548BEZT AR
NEHITES -

Q) HREZUEE  BERBERZRMELECEHIAQR
FHRITES  WERZTAANEEZLEEM - 52017
FE7A25REAR

B) HFEEFREFERHFEAHSANRE HERLE
FEHIRE

ERBITH  EFTEARRESEEREZEEARNE
HEER  FEAENERARARAEREAERAR
MEES  EAEBATESRBYEEXER  BAMA
PIN/NEVE S

o

Annual Report 2017/18 £f

103



104

Corporate Governance Report (Continued)
EEERRE (&)

Appointment and Re-election of Directors

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 a letter of appointment with the
Company for a term of three years.

The Company's Articles provide rotation and re-election for all Directors.
In accordance with the Articles, at each annual general meeting of
the Company, one-third of the Directors for the time being, or if their
number is not three or a multiple of three, then the number nearest
to but not less than one-third, shall retire from office by rotation. The
Articles also provide that any Director appointed by the Board to fill a
casual vacancy on the Board shall hold office only until the next following
general meeting of the Company and shall then be eligible to offer for
re-election, and any Director appointed by the Board as an addition to
the Board shall hold office only until the next following annual general
meeting of the Company and shall then be eligible to offer for re-election.
Accordingly, four Directors, namely, Mr. Fung Sing Hong Stephen, Dr. Ma
Kai Cheung, Mr. Leung Kwan Yuen Andrew and Mr. Yung Wing Ki, shall
retire from office and are eligible to offer themselves for re-election at the
forthcoming AGM of the Company.

Chairman and Chief Executive Officer

To ensure a balance of power and authority, the roles of the Chairman
and the Chief Executive Officer are segregated. Mr. Cheng Chung
Hing was Co-Chairman of the Company until he was re-designated as
Chairman on 25 July 2017, he provides leadership for the Board and
ensure the proper and effective functioning of the Board in the discharge
of its responsibilities, while Mr. Fung Sing Hong Stephen during his tenure
of office as the Chief Executive Officer from 1 April 2017 to 4 May 2017,
and Mr. Song Chuan during his tenure of office as the Chief Executive
Officer since 4 May 2017, is accountable to the Board for the overall
implementation of the Company’s strategies and the coordination of
overall business operations of the Group.

Board Committees

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, to handle particular responsibilities of the Board and the
Company’s affairs. All board committees of the Company are established
with specific written terms of reference which have been published
at the websites of The Hong Kong Stock Exchange and the Company
respectively. The board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are able to seek
independent professional advice at the Company’s expense.
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Corporate Governance Report (Continued)
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Audit Committee

The Audit Committee is responsible for the review and supervision of the
Group's financial reporting process, risk management and internal controls
system and review of the Company’s financial statements. The written
terms of reference are in line with the provisions under the CG Code and
the roles and the responsibilities delegated to the Audit Committee by the
Board, which include to determine the appropriate corporate governance
practices applicable to the Group’s circumstances and to ensure processes
and procedures are in place to achieve the Group’s corporate governance
objectives.

During the Year, the Audit Committee consists of Mr. Li Wai Keung
as chairman, Mr. Leung Kwan Yuen Andrew, Mr. Hui Chiu Chung
and Mr. Yung Wing Ki Samuel. All the Audit Committee members are
Independent Non-executive Directors. During the Year, two meetings of
Audit Committee were held to review the FY2016/17 annual results and
the FY2017/18 interim results of the Group before submission to the
Board.

During FY2017/18, the Audit Committee had reviewed the risk
management and internal control system, connected transactions, interim
results and annual results of the Group and the accounting principles and
practices adopted by the Group. The attendance of the Directors at the
Audit Committee meetings was as follows:

BREES

ERZBEAARM RERAKENYHERREF -
[2\ B E TR e M BB BRI R BB A R B B TSR o
HERRESEEE A TR TREREETSRIKE
ZEZEenREMBBENT AP eRaiETER
RAEEBERNARECEEATRR - WHERRERIZ
NIEF A ERAEECEE AR B o

RAFEERN  BZEESHTEBRLCE(ERE) - RE
EBhAE - FRPEERBKHEEEELK - BEXEES
FERBHABIIENTES - RAFERN ' EAH
MABZEZECEH%  REREFCHCEHAEE
2016/1 7 A E 248 K2 2017/1 8 R FE P HASEAS

R201718MBFE - ERZEGCEHAEENE
BRANEEERG  BERS  THEEREFESE
ARAEERANE R RIED - BEZZEEEH
MEZHEBERET

Number of

attendance/

meeting held

HE BT

Directors == BRXE
Mr. Li Wai Keung (Chairman) FREBEE(FE) 2/2
Mr. Leung Kwan Yuen Andrew REERE 2/2
Mr. Hui Chiu Chung SRS A 2/2
Mr. Yung Wing Ki Samuel BABEE 1/2
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Remuneration Committee

The Remuneration Committee is responsible for making recommendations
on the Directors’ and senior management’s remuneration and other
benefits. The remuneration of all Directors and senior management is
subject to regular monitoring by the Remuneration Committee so as
to ensure that the level of their remuneration and compensation are
reasonable. The specific written terms of reference are in line with the
provisions of the CG Code.

The Remuneration Committee comprises two Independent Non-executive
Directors and one Executive Director, including Mr. Li Wai Keung as
chairman, Mr. Leung Kwan Yuen Andrew and Mr. Cheng Chung Hing.

The primary goal of the Group’s remuneration policy for Executive
Directors is to enable the Company to retain and motivate Executive
Directors by linking their compensation with their individual performance
as measured against the Group’s corporate objectives and operating
results, taking into account also the comparable market conditions. The
principal elements of the remuneration package of an Executive Director
include basic salary, performance and/or discretional bonus, participation
in the Share Option Scheme and other benefits. The remuneration of
Non-executive Directors (including Independent Non-executive Directors)
includes mainly the director’s fee and participation in the Share Option
Scheme which is a matter for the Board to decide by reference to their
duties and responsibilities and the comparable market conditions.

During the Year, one Remuneration Committee meeting was held to
review the structure of the remunerations for Directors of the Company
and the grant of share options under the Share Option Scheme to Director
of the Company. The attendance of the Directors at the Remuneration
Committee meeting was as follows:

I ES SR
FHMEESEEREFRBRTEABHMREME
RS - HFHERECHERZRESRERE
BABMFH - RRESOHHAT RBEBAE -
EARERRERENSERTARE -

¥ B EmMABE L EFITEE R 2 RITESA
B BREFEBEL(ERE)  REEREREBRESL
Ko

ARENHTESTHHBRER B NRBAR AT
SN RBREFNEARR LA EENEEBRM
RERER - FSZEERELRTISER - R
BRABHTES - WTESNFISTBIRZEREE
AHE - ERREBEL - 2 EBRETEIRE
M - SEMITER(BREEIFNTER)NFME
ZEREEHRe N2 BBERENSE  YRAEEEKS
REFHNBE LA ELBRMISERREE

RAEER - BAR—RFHEREEEZ - UEHA
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BEEE - FHZESEZNESHERANAT

Number of

attendance/

meeting held

HE BT

Directors == BERXIE
Mr. Li Wai Keung (Chairman) FREBEE(FE) 7
Mr. Leung Kwan Yuen Andrew REERE ”n
Mr. Cheng Chung Hing /NS ey 7
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Nomination Committee

The Nomination Committee is responsible for making recommendation
to the nomination of Directors with a view for the appointment of
suitable individuals with relevant expertise and experience to enhance
the constitution of the Board and to contribute to the Board. The specific
written terms of reference are in line with the provisions of the CG Code.

The Nomination Committee comprises two Independent Non-executive
Directors and one Executive Director, including Mr. Leung Kwan Yuen
Andrew as chairman, Mr. Li Wai Keung and Mr. Cheng Chung Hing.
During the Year, one Nomination Committee meeting was held to
review the structure, size and composition of the Board, including the
skill, knowledge, experience and diversity of background of its members,
and the re-designation of senior management of the Company. The
attendance of the Directors at the Nomination Committee meeting was as
follows:

REEEE

REZESAEREFRBERES  UEZEABH
RS RAE M ERNEE AR URIEEFTEKER
B REFSFLERM HRARZHBESENAE
JASTRIARE e

REZBEHMBBALFRITEE R —B2RITEFMA
B BRRABERE(ER) - FREEEREMNESL
HoRAFER REZBEEAR—REH @ U
NERSEE  ABMEK  EREFTEKENR
B AR KBMEESNZEG  URARFTSAE
BEZHAE - REZBGGENESLHEBLNOT

Number of

attendance/

meeting held

HE BT

Directors = SRR
Mr. Leung Kwan Yuen Andrew (Chairman) REERE(EE) 11
Mr. Li Wai Keung EREE 11
Mr. Cheng Chung Hing /NS 1”1

Board Diversity Policy

The Company seeks to achieve Board diversity by adopting a board
diversity policy which stipulates that when identifying individuals
suitably qualified to become Directors, the Nomination Committee will
consider the benefits of all aspects of diversity including, but not limited
to, a number of factors, such as age, race, cultural and educational
background, professional and business-related experience, reputation of
candidates for integrity and his/her accomplishment, skills, knowledge and
length of service, in order to maintain an appropriate range of balance
of skills, experience and background on the Board. The appointments of
Directors will base on meritocracy and take into account the aforesaid
factors as a whole for the benefits of the Company, as well as taking into
consideration its own business model and specific needs from time to
time.

Directors’ and Officers’ Insurance

During the Year, the Company has arranged appropriate Directors’ and
Officers’ liabilities insurance coverage in respect of legal action against its
Directors and officers.

EEEHES TR
REZEFEREZLIL ARARMEFENES
TEREK  ERAZZESEMEARAEERETES
ZALE  BEEZTCESTENES - BFEET
BR—LEXRFIINFER - Bk - ERHBEER &
EREBERRER  REANBEERE KB - &%
BE - B NMIRBER - UEEFSABREALLYH
BHFEFIRM BREER - EF2REIHAERE
Bz BRA - YRARBNFEBEE S LEFEX -
RAEEBARRRGNEGRALABTE -

EEREEERRR
RAREER  ARBREERDRBE AR
ERTE EXHRFREENEENSAE

B -

SEEH
BEER

Annual Report 2017/18 £f

107



Corporate Governance Report (Continued)
TEERWME(E)

Risk Management and Internal Control

The Board is responsible for overseeing the risk management and
internal control systems of the Group and reviewing its effectiveness.
A defined management structure with specified limits of authority and
responsibilities is developed for safeguarding assets against unauthorized
use or disposition, the maintenance of proper accounting records for
the provision of reliable financial information for internal use or for
publications and the compliance of applicable laws, rules and regulations.

An internal audit department has been established to perform regular
financial and operational reviews and recommend necessary actions to
the relevant management. The works carried out by the internal audit
department ensure the risk management and internal control systems are
in place and function properly as intended. The results of the internal audit
and reviews are reported to the Executive Directors and Audit Committee
of the Company. The Directors have reviewed the effectiveness of the
Group's risk management and internal control systems and are satisfied
with the adequacy of the systems of risk management and internal control
of the Group during the Year.

For the annual review on the risk management and internal controls,
the Audit Committee considered the internal control report and risk
management report were satisfied as to effectiveness of the Group’s risk
management and internal control systems. There were no matters of
material concerns relating to financial, operational or compliance controls.
The Board is satisfied with the adequacy and the effectiveness of the
systems of the risk management and internal control of the Group during
the Year.

Independent Auditor’s Remuneration

The Group’'s independent auditor are Messrs. Ernst & Young. For
FY2017/18, the remuneration paid and payable by the Group to the
independent auditor in respect of audit and non-audit services provided
by them were as follows:
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FET

Audit and review services EZNEERE 4,220
Non-audit services IEEZIRTE 1,100
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Directors’ Responsibility

Every newly appointed Director will receive briefings and comprehensive
induction on appointment to ensure understanding of the Directors’
responsibilities and obligations under the Listing Rules and relevant
regulatory requirements. Directors are encouraged to participate in
continuous professional development to refresh their knowledge and skills
and the Company organizes appropriate directors’ training to Directors
to help ensure they are apprised of the role, functions and duties being a
director of the Company.

The Directors are aware that they should give sufficient time and attention
to the affairs of the Company and they are continually adapted with
regulatory developments and business development of the Group to
discharge their responsibilities. The Directors’ knowledge and skills are
continuously developed and refreshed by, inter alia, the following means:
(1) Attending training session organized by and/or reading materials
provided by the Company, as regards to legal and regulatory
changes and matters relevant to the Directors in discharging their
duties, including the laws, rules and regulations relating to the
corporate governance;

Participating in continuous professional training seminars/
conferences/courses/workshops on subjects relating to directors’
duties and corporate governance, and rules and regulatory
changes, organized by the other companies, professional bodies or
government authorities; and

Reading news, journal, magazine or other reading materials from
time to time as regards to legal and regulatory changes, economics
and matters relevant to the Directors in discharging their duties.
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Corporate Governance Report (Continued)
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According to the records provided by the Directors, the Directors received
the following trainings during the Year:

BIEEEMRENCSE  RAFER  ES2HE 5
AT

Type of Training

Directors 2= e kil
Executive Directors® HITESO

Mr. Cheng Chung Hing (Chairman) LN e E ) (1) and (3)
Mr. Fung Sing Hong Stephen (Vice Chairman) BEMEE(EFERE) (1) and (3)
Mr. Song Chuan (Chief Executive Officer) RINFEAE(7TBAEE) (1) and (3)
Ms. Cheng Ka Man Carman LIED g (M
Non-executive Directors FHITES

Dr. Ma Kai Cheung ENEEL (M
Mr. Cheng Tai Po BRI AE (M
Mr. Lin Ching Hua MIREESE 4 (1)and (3)
Independent Non-executive Directors BYFHITES

Mr. Leung Kwan Yuen Andrew REERE (1)
Mr. Li Wai Keung FEREE M
Mr. Hui Chiu Chung SRR (1), (2)and (3)
Mr. Yung Wing Ki Samuel oKL (1) and (3)

110

Notes:

(1

Mr. Song Chuan and Ms. Cheng Ka Man Carman have been appointed as
Executive Directors of the Company with effect on 4 May 2017.

Directors’ and Auditor’s Responsibilities for the
Financial Statements

The Directors acknowledge their responsibility for the preparation of the
consolidated financial statements of the Group for FY2017/18 which
were prepared in accordance with statutory requirements and applicable
accounting standards.

The reporting responsibility of the independent auditors of the Company

on the consolidated financial statements of the Group is set out in the
independent auditors’ report on pages 129 to 135.

China South City Holdings Limited ZERFiHIZRGR A T
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Corporate Governance Report (Continued)
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Company Secretary

Ms. Tse Man Yu has been the Company Secretary of the Company since
2008. She is a full time employee of the Company with professional
qualifications and extensive experience, and has adequate working
knowledge on the Company to discharge her duty as the Company
Secretary. During the Year, Ms. Tse confirmed that she has received
relevant professional training of not less than 15 hours to update her skills
and knowledge.

Communication with Shareholders and Noteholders
The Company believes that effective communication with shareholders,
noteholders and other investment community is essential. During the
Year, the Executive Directors, Chief Financial Officer and team of investor
relations of the Group held regular briefings, press conferences and
analysts meetings of interim and annual results, attended investor forums
and participated in roadshows, conducted meetings and visits to projects
of the Group with the institutional investors and financial analysts in
China, Hong Kong and overseas countries to keep them abreast of the
Group's business and development. Investors can also communicate with
the Company through email at ir@chinasouthcity.com.

The shareholders’ meeting provides a useful platform for the shareholders
to exchange views with the Board. The Directors and Chief Financial
Officer of the Group will attend the shareholders’ meetings to answer
the questions raised by the shareholders. Shareholders can also direct
their enquiries and proposals to the Company. The contact details of
the Company are set out in the “Contact Us” section of the Company’s
website at www.chinasouthcity.com.

Shareholders’ Right

Pursuant to the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), shareholders of the Company holding not less than 5% of the total
voting rights of all the members having a right to vote at general meeting
may request the Directors to call a general meeting. The request must
state the general nature of business to be dealt with at the meeting and
may be sent to the Company in hard copy form or in electronic form and
must be authenticated by the person or persons making it in accordance
with the provisions under sections 566 to 568 of the New Companies
Ordinance and the Company’s Articles.
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Corporate Governance Report (Continued)
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Attendance of the Directors at the annual general meeting of the

BEM2017F8 A1 BRI 2 ARRIREAFREH

Company which was held on 21 August 2017 was as follows: HFERIT
Number of
attendance/
meeting held
hE 82
Directors = BERXE
Executive Directors HITES
Mr. Cheng Chung Hing (Chairman) BB (F /) 71
Mr. Fung Sing Hong Stephen (Vice-Chairman) HEMSEE(BILE) 171
Mr. Song Chuan (Chief Excecutive Officer) RN (TTRARZE) 11
Ms. Cheng Ka Man Carman BF it 11
Non-executive Directors FETES
Dr. Ma Kai Cheung BNEEL Al
Mr. Cheng Tai Po EARFRIEE ”n
Mr. Lin Ching Hua MIRBESE A 0N
Independent Non-executive Directors BYEHITES
Mr. Leung Kwan Yuen Andrew REEFRE 7
Mr. Li Wai Keung TEREAE 7
Mr. Hui Chiu Chung SRS 11
Mr. Yung Wing Ki Samuel BB E ”n
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Published documents together with the latest corporate information and
news are available on the Company’s website at www.chinasouthcity.com.
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Environmental Social and Governance Report
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Our Philosophy

China South City is a leading developer and operator of large-scale
integrated logistics and trade centers in China. Throughout years of
operation and development, China South City has adhered to its business
philosophy of “Integrity, Harmony, Win-win and Sharing” and has
endeavored to provide an integrated logistics and trade ecosystem for
SMEs. On one hand, it assists local governments in upgrading old markets
by providing modern wholesale marketplaces that promote regional
economic transformation and development. On the other hand, it provides
one-stop comprehensive value-added services for SMEs in China South
City projects, thereby helping such businesses reduce their operating costs
and enhance their competitiveness through business initiatives aimed at
“Sustaining, Supporting, Assisting and Promoting Enterprises”.

The Group strives to keep close communication with its stakeholders
in operation, in order to raise the level of corporate governance. The
Group endeavors to attain sustainable development by creating a
favorable working environment for its employees, assisting its customers
in improving their competitiveness and continuously minimizing
environmental impact in the course of operation.

Workplace Quality

Talents is the prime impetus to sustainable corporate development.
Adhering to its “
South City aims to attract and cultivate talents by providing them with
an extensive platform to grow. The Group complies with national and
local labor laws and regulations, upholding the principle of equitability
and fairness. During the Year, the Group continued its efforts to achieve
a win-win situation for both employees and corporate development, by
effectively allocating human resources and standardizing collaborative

people-oriented” management philosophy, China

relationships among employees.

Employee Overview

China South City strives to best allocate its resources and adjust its team
structure according to the actual needs of business development. During
the Year, the Group optimized its employee structure by retrenching
employees not in line with business development and engaging qualified
candidates through public recruitment as well as internal referrals for the
expounding business need. The Group upheld the principle of fairness and
equitability in the course of these processes.
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Environmental, Social and Governance Report (Continued)
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Total Number of Employees (by type of Engagement) as at 31 March 2018:
HZE2018F3A31HL  ZEAEAETNES AR

Total Full-time Part-time
BAE 28 R
5,638 5,627 1

Total Number of Employees (by Gender) as at 31 March 2018 Total Number of Employees (by Age) as at 31 March 2018
BE2018F3A31BRMHEI D HESEH BZE2018F3A31HEFREDNESHEH

46%

. 18-25 years old
18-255%
26-30 years old
26-305%,
31-40 years old
31-40%%
41-50 years old
41-508%
51-60 years old
51-60%%

206% . 61 years old and above
54% 615504

39.3%

14.5%

. Male 2.4% — |
BiE 0.2% —

Female
i
14.0%

During the Year, the monthly employee turnover rate by gender of the  RAFEE - AEBIRURIEI D AERERER » 4t
Group was 2.74% for female employees and 2.89% for male employees; EBERKLXAE2.74% @ BHEBERAEL52.89% : 1%
while the monthly employee turnover rate by region was 5.61% in MR EHD AEEERK.X  BAMEBEREERELAXRA
Mainland China regions and 0.02% in Hong Kong. 5.61% @ BaEEBRKER0.02% -

Average Monthly Employee Turnover (by Age) during the Year
REERFRAENED FYAERERKE
2.00% 1.89%

1.81%
1.80% [~

1.60% [~ 1.52%

1.40% [~

1.20% [~

1.00% [~

0.80% [~

0.60% [~

0.36%

0.40% [~

0.20% [~

| : | | 0.048% | 0.003%

0.00%

18-255% 26-30m% 31-403% 41-503% 51-60p% 61 and above
6150 £
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Environmental, Social and Governance Report (Continued)
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Employee Development and Training

China South City believes that talent be the most important driving force
to its sustainable development. Learning serves as the principal means for
employees’ sustainable development and creativity. Therefore, it is the
responsibility of a corporate to provide employees with opportunities of
continuous improvement.

During the Year, the Group continued to enhance its staff training
system by developing a four-part system that incorporated orientation,
professional skills training, capability development and professional
competence for managers. Apart from that, the Group provided adequate
on-the-job training for its employees through a wide array of activities,
such as lectures and seminars, outward bound, sharing, etc. In addition,
to record and monitor the effect of training, the Group made attained
training hours as one of the departmental appraisal criteria, in order to
create a positive and encouraging training environment of employees.
During the Year, average employee training hours were 24 hours.

BT ERRE
BHURE - ATREESREENHEZRD S - 2

BREEETAGHENERIAERINEZRE
Rt EEERETAETEHRIANEE -

PAREER  AEEEEFRLETHEIHE B
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ELEMEIEY  AETRETSNERHE - A
B ARERMEEREE IR E - AL ESE IS A
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T EUA24/ N

Outward bound training for fresh graduates in 2017
2017 FERESRXELRTIMNARIR

Training Hours (by Grade of Staff) in FY2017/18

Internal training at CSC Nanchang

5P HURATH PRSI

2017/18E N F EHZ & TR BI85 M55 Sl i
Entry Level Middle Level Senior Level Total
2E g =) a%
Number of Hours /B 114,990 27,080 2,870 144,940
Percentage B 79.34% 18.68% 1.98% 100%
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In respect of remuneration and fringe benefits, externally the Group takes
reference to general economic environment and pay level of the industry,
while internally it upholds the principles of fairness and competitiveness,
with reference to position, capability, performance, as well as educational
and professional qualifications. According to employee’s position,
responsibility and job nature, the Company applies three different
categories of remuneration, including an annual scheme with reference to
operating results of the year, a performance-based scheme with reference
to annual and quarterly performance, and a commission-based scheme
with reference to sales performance. Furthermore, the Group grants share
option as incentive for Senior Management to share the Group’s business
achievements.

In respect of career development and promotion opportunity, the Group
maintains fair competition and diversified personnel development scheme,
assuring no discrimination against, or even dismissal of, employees on
the grounds of gender, age, marital status, religious belief, ethnicity,
nationality and health. The Group has a leave system in place in
accordance with local labor laws and regulations. In the meantime, its is to
enhance employees’ sense of belonging in all-round manner through the
continuously improving fringe benefit cares and concerns of employees, as
well as the enriched variety of corporate culture events.

In addition, the Group has provided its employees with various cultural
and recreational activities during the Year, so as to foster the sense of
belonging and team spirit among employees and develop a harmonious
corporate culture. Such activities include:

o Employee birthday parties

o Spring Dinner (F& &) - the feeling of home in CSC

o Sports events, such as fun sports day

o Employee dormitories equipped with gyms, to encourage employees
to have regular fitness and healthy training at leisure
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Spring dinner during the Year
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Fun Sports Day
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Effective Communication

China South City values and encourages the opinion and suggestion from
its employees in their career development. The Group is committed to
pro-active response to employees’ feedback through various channels and
solutions to continuously improve its working environment. The Group
has set up a hotline through which employees can express their views;
employees can timely express their views through public e-mail, WeChat,
hotline, employee satisfaction surveys and a suggestions box.

To facilitate effective mutual communication, the Group, based on
human resources policy such as “Performance Management Proposal”,
and “Rewards and Punishments on Employee Conduct”, regularly assess
employees’ performance and feedback the Group’s expectation. To
enhance employees’ performance and the Group’s core competitiveness
by motivating employees’ constant self-improvement and breakthroughs,
which in turn will achieve a win-win situation for both the Group and its
employees.

Occupational Safety and Health for Employees

The Group endeavors to provide a healthy and safe working environment
for its employees, and encourages them to strike a work life balance.
To further facilitate its safety management in construction, operation
and development, the Group provides regular courses and training on
occupational safety for its employees, particularly for those involved
in construction and fire services, so as to raise the awareness of safety
precautions. With a robust coping mechanism in place, the Group
provides advance medical payment for the wounded or sick employees
in the first instance, and timely reports to Human Resources and Social
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Security Bureau (A W& BT &R[E /). The Group also delegates its B TRBHLIDEE - WHEBERERS - 2 HEK
labor union personnel to visit the affected employees, console their family — S{EEEFE -
members, and seek the best treatment plan with medical institutions in
multiple ways.
Male Female Total
54 geg i g
Rate of work-related injuries per HBTFHKEINIER 1.60% 0.88% 2.48%
thousand employees
Number of working days lost RIEELATHERR 380 210 590

due to work-related injuries
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Our Awards and Accreditation ERERAE
During the Year, China South City obtained the following honors for its ~ ZABfFER - EEMARTKIBHEGSHANEREIRE
human resources management: HIATR
Award Winner Award Institutions
BRI #2158 EEEg 7
CSC Harbin Top Human Resources Management 51job.com
MR EERE S Awards AIEEEH
2018F A D ERELE AL R
CSC Hefei 2017 Best Learning-oriented Department of Human Resources and Social
SRR Organization in Anhui Security of Anhui Province and goodjobs.cn
0172 BHEHTERELRNES ZBREANERNLEREERFTLTALTHE
CSC Chongqing 2017 Extraordinary Employer liepin.com
EFERH 2017 EFENLEE R
Top 50 Comprehensive Shenzhen Shenzhen Property Management Association
Property Service (2016) FIHYEERTERS
Shenzhen FirstAsia 20164 1 3 B 452 B 0503
Pacific
Y| — T A Three (ISO) system of property Hong Kong Quality Assurance Agency
management EERERER
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Labor Standards

The Group strictly complies with China’s “Provisions on the Prohibition
of Child Labor” and does not hire any employees under the age of 16.
During the Year, there was no incident of child labor, forced labor and
harassment.

Environmental Protection

China South City is aware of potential impact on eco-environment which
may be possibly brought by the development of business. Therefore, to
ensure sustainable development and protect the environment, the Group
adheres the philosophy of energy saving and emissions reduction into the
entire process of its development and operation, ensuring its compliance
with applicable laws and regulations on environmental protection. In
addition, the Group has rolled out multiple recycling and reuse projects
throughout its daily operation, to raise the environmental awareness of
employees, business tenants and residents. From product design, green
construction to operation, China South City is committed to reducing its
environmental impact through various green measures.

Environmentally Friendly Design

All design and construction of China South City are complied with the
national standards on energy-saving buildings and have passed third-party
inspection, as well as energy-saving acceptance checks by the government
upon project completion. During its project design, the Group maximizes
the application of energy-saving and environmental friendly materials, and
adopts energy-saving solutions to reduce carbon emissions. For instance,
at CSC Zhengzhou, residential projects are designed with an integrated
insulation structure which combines insulation and enclosure functions of
a building. Such design, with its greater durability and new fire prevention
technology, serves as an important solution to the quality and fire
safety issues commonly seen in the projects of energy-saving insulation
buildings. Also in line with the national measures of energy saving and
emissions reduction, the design is of great significance in ramping up the
energy-saving capacity of buildings and facilitating the transformation and
upgrade of the construction sector.
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Environmental, Social and Governance Report (Continued)
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In response to the advocate of green construction, the Group applied the — AZEixEEL  AREBEMIELD ZELILBREKETRY
national standards on energy-saving buildings to its building design and ~ JESRIZAEREITRET - T - AEBZ(AEE HESH

construction in its projects. Several projects of the Group obtained the

National Award for Green Building Design (One Star & two Star) (BZ%X— % :
B - —ERLEESHRETIEE) and a partial list is as follows:

R—ER —ERREEEREE  FHETH

Approximate Construction Scale

Subsidiary Project Name (1,000 sg.m.) Certificate/Verification Letter
FAAE HE EB BERE(TFEK) EOERE EEERE
Logistic Park Phase I 310 Certificate of Green Building
(Public Buildings) Design Label (One Star)
cse FE (A ) —ERpeRER
Shenzhen
YR Plaza 4 Cert.ificate of Green Building
4ER 5 ES Design Label (One Star)
—ERFEEERG
EO4 170 Certificate of Green Building
EO4(fEm T 5) Design Label (One Star)
—EREEEERE
CSC FO02 (Public Buildings) 10 Certificate of Green Building
Nanchang FO2(AHEEE) Design Label (One Star)
FMEERH —ERBEEER
FO2 (Residential Buildings) 680 Certificate of Green Building
FO2(BEEESE) Design Label (One Star)
—ERBEEER
Boutique Zone E 680 Certificate of Green Building
BmEE Design Label (One Star)
CSC Xi’an —ERBEEER
FRERH Boutique Zone D 230 Certificate of Green Building
BmDE Design Label (One Star)
—ERBEEER
Zijinmingdu Phase 4 Verification Letter of Green
(Residential Buildings) Building Design Label (One Star)
CSC Hefei KR BHAPEE —ERBEEER
BIEERH Community Center Verification Letter of Green
HEAHL Building Design Label (Two Star)

ZERBRERERG
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Environmental, Social and Governance Report (Continued)
RIE - HSHEERRE (&)

Environmental Friendly Facilities

To better incorporate the philosophy of sustainable development into
its daily operation and management, the Group proactively promotes
application of energy-saving equipment in each project.

For instance, in CSC Shenzhen, in terms of the measures for saving
electricity, energy-saving lamps have been installed in Plazas 1 and 2,
phase 1 of the wholesale market and administrative building, expected
saving approximately 5,600,000 kWh of electricity during the Year.

During the Year, the Group continued its energy-saving cooperation with
Singyes Solar Technologies Holdings Limited. In terms of electricity-saving
measures, a 2MW photovoltaic system was installed at the roof top of
Plaza 4 of CSC Shenzhen, expected generating over 1,700,000 kWh of
electricity during the Year.

During the Year, other CSC projects has also implemented different
energy-saving measures for environmental protection. For instance,
LED Lamps are used in underground parking of Plaza 2 of CSC Harbin,
timer setup for outdoor lighting and signboard and usage control of
air conditioning system based on the season and outdoor temperature.
Besides, photovoltaic lighting system was adopted in the underground
parking of Plaza 3 of CSC Hefei. Through every small improvement in daily
operation, the Group practically carries out sustainable development.

During the Year, there is no incident of breach in laws and regulations in
relation to emitting exhaust and greenhouse gases, discharging sewage
into water or land, and generating hazardous or non-hazardous wastes.

In respect of environmental protection of the community, the Group also
requires its contractors to establish relevant non-instructive construction
measures preventing dust, noise and light pollution and traffic congestion
at the construction sites, in order to minimize the impact on the
community.

Education on Environmental Protection

To make the best use of resources, the Group is proactive in implementing
a green office in its daily management and operation. Employees have
been educated to boost their environmental awareness. They have been
encouraged to protect the environment by managing office supplies
consumption, water and energy saving and workflow simplification.
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Environmental, Social and Governance Report (Continued)
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Civilized Construction

Highly attentive to the impact on the environment and communities
during its project development, the Group strictly complies with applicable
laws and regulations on environmental protection and has formulated a
set of civilized construction standards and monitoring measures, including
the “Construction Sites Safety and Civilized Construction Standard of
China South City” ( (ZERIIEE E i LIRS % 2 M T EEIFAE) ) and
the “Construction Project Safety and Civilized Construction Evaluation
Methods of China South City (Trial)” ( (ZEEHERIIZEL 2 XHE
TEBEFHHE (77) ) ), in order to advocates civilized and green
construction and strives to establish a better business environment in a
more environmental friendly manner.

In respect of managing dust pollution, green management has taken place
at construction sites. Cement and other construction materials which are
easily blown into the air are sealed and stored; and construction waste
is discharged and transported through special airtight refuse passages
or containers. Construction sites are also equipped with enclosed waste
stations where construction waste and domestic waste are classified and
stored.

In respect of managing sewage discharge, sedimentation tanks has been
built at the cleaning space for concrete carrier vehicles. Sewage goes
through technical treatment before being recycled. The remainder of
processed water is discharged into municipal sewage pipelines or recycled
for dust-removal sprinkling. Qil, thinner and paint in construction sites
must be placed in store rooms whose ground must have received anti-
seepage treatment preventing any groundwater pollution.

In respect of managing solid waste discharge, the Group requires the
constructor to timely remove the solid waste generated during its
construction process and utilize or dispose of such wastes according to
the regulations. Furthermore, the Group enhances the recycling and reuse
of construction and demolition wastes during on-site operations.

China South City Holdings Limited ZEr3H =R G R A 7
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Environmental, Social and Governance Report (Continued)
RIE - HSHEERRE (&)

Operating Practices

Through close cooperation with its suppliers and contractors, the Group
endeavors to provide its customers with high quality products and
services. All employees are required to comply with the Group’s anti-
bribery and anti-corruption policies lest violations of laws and regulations.

Supply Chain Management

The Group attaches great importance to product quality and cost control,
with most of its procurement going through a tendering process.
The Group implements a series of unbiased, fair, just and transparent
tendering processes and a supervisory mechanism, to ensure quality
of products and services, and professionalism during performance of
agreements. In selecting contractors, the Group also takes into account of
contractor’s environmental awareness and social responsibility.

The following chart details the number of the Group’s construction-
related suppliers by region during the Year:

ELEs
AEBBBREEHRARBERLE  BAAES
REBNEENERRRY Y ERETHAEFA
ARES REHOBE - WBRERTA -

HEEEE
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FoALE - ARNBREREREERS - REREM
EEMERENEEANBHBENTEN - HRE
AEER ARETEHAEBRNRAEZNIMEE
ERMAEBHE -

RARFEER > EEEMES SN TIEABEERRE
R

Number of Construction-related Suppliers by Region

RES SN IEABEUERYE

fei 260 Shenzhen
Flefel, R
alE, 260 Chonggqing, 143 lr\ﬁkavr;ning
EE, 143 o
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Environmental, Social and Governance Report (Continued)
RIS - HSHEERRE (&)

Product Liabilities

Apart from developing properties, China South City actively cultivates
the market in order to provide a favorable business environment for its
tenants. In this regard, the Group values the advice and suggestions
from its tenants and seeks to communicate with them through different
channels. During the Year, the Group further refined the implementation
rules of customer satisfaction surveys for its regional subsidiaries. The
Group can learn the extent of customer satisfaction of China South City
in respect of product planning and design, construction quality, business
operation, property management and customer service through the
customer satisfaction surveys. Accordingly, specific targets are set, to drive
the continuous improvement of management and services, so as to raise
customer satisfaction and loyalty. According to the “Group Complaint
Management and Handling Control Procedure” ((E&FEE MR
IBEHIFE ) ), the general complaint will be closed within two working
days from the date of acceptance. During the Year, the Group’s customer
service center received a total of 874 complaints. All of them have been
closed in the Year.

In addition, along with business development, the Group has successively
set up departments or chambers of commerce at its project companies,
aiming to build a platform for smooth communication, and to enhance
mutual understanding and trust between China South City and its
tenants.

Regarding the protection of customer information and privacy, the
Group uploads its customers’ personal information to the CRM System,
and assigns special personnel to be responsible for the usage of CRM
accounts, any access to information must go through a multi-levels
approval procedure.

In respect of product quality control, the Group’s commercial operation
and management department organizes regular product safety training to
promote the national laws and regulations on quality control. The Group
also invites quality control authorities for regular sampling inspection.

In addition, the Group has also formulated its after-sales service policies.
The customer service center has assigned customer representatives to
be responsible for handling the after-sales issues with reference to the
"Customer Complaint Handling System”. In case of unexpected incident,
the customer representatives will immediately report the incident to the
Company’s management for further action.

In respect of protection of intellectual property rights, the Group’s
operating systems are formally authorized by relevant products. The
Group has also issued the “China South City Management Information
Backup and Recovery Standards” to effectively protect the completeness
of core business information.

China South City Holdings Limited ZEr3H =R G R A 7
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Environmental, Social and Governance Report (Continued)
RIE - HEHEERRE ()

Fire drill
fyroEE

As more and more CSC projects are put into operation, safety
management has become an important part of the Group’s development.
During the Year, the Group continued to intensify its fire safety and
prevention management, and specifically formulated the “China South
City Manual of Fire Safety and Prevention System and Standards”. The
specialists of Production Safety Supervision and Management Office also
participates in safety related work such as project planning, blueprint
design, construction, inspection and acceptance and fire safety, so that
the implementation rules can be applied throughout the project operation.
The Group has set up fire brigades in all eight projects, also arranged
safety teams for regular inspection and safety assessment. During the
Year, the Group, together with the armed-police fire department,
promoted fire safety knowledge and training to its employees, tenants
and residents, and held fire drills with fire authorities during which
participants were introduced to the usage of firefighting equipment and
firefighting methods, precautions against safety hazards, and self-rescue
knowledge.

Professional Ethics

The Group strictly prohibits any acts of bribery and corruption within
its business operation. The staff handbook applicable to the Group is
prepared in accordance with national laws and regulations, and ethical
requirements of the industry, to regulate any abuse of power, malpractice,
bribery and corruption. For proper risk prevention, the Group has set
up the mailboxes for collecting public complaints and reporting at each
subsidiaries, and provided an email account and a telephone number for
complaints and reporting on the homepage of the official website. All the
complaints and reporting are then handled and investigated by dedicated
personnel from the Group’s customer service center or the inspection and
auditing department after categorizing the cases. If criminal behavior is
involved in the reported case, it will be referred to the Police.

The armed-police fire department promoted fire safety knowledge
and training to China South City employees
RE PR PIRERS B TEITEH A3 s G a3
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Environmental, Social and Governance Report (Continued)
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Donation to Southwestern University Middle and Primary Division

from CSC Chongging
FEEEWATERARSZM )

Community Engagement

Over the years, the Group has been actively engaged in community charity
affairs to fulfill its corporate social responsibility and strive for harmonious
development between enterprises and the community.

Charity Donations

The Group cares about the society it projects located and made an
aggregate charitable donation of approximately HK$34.49 million to
various charitable organizations and educational bodies during the Year.
China South City, together with Shenzhen Charity Foundation, established
Shenzhen Charity Foundation — China South City Charity Fund, aiming to
“Promote Community Development, Improve Community Environment”.
The foundation focuses on people’s livelihood, poverty relief, disaster
relief, environmental protection, education, medical assistance, children
care and other charitable items. It obtained awards such as the “Glorious
Enterprise Award in Guangdong Province”, “Pengcheng Charity Corporate
Donor: Silver Award” and “Outstanding Company for Fulfilling Corporate
Social Responsibility”. During the Year, the foundation participated in the
following major charity activities:

o Poverty Alleviation Day of Guangdong Province
o Poverty Alleviation Day of Guangxi Province

e Sponsoring the office expenses of Hefei City forty-second middle
school China South City Campus

o Donation to Southwestern University Middle and Primary Division
from CSC Chongging

Cultural and Recreational Activities

1. CSC Shenzhen - Pinghu Street cadre activity center “door-
to-door show”
In order to improve the quality of life of the elderly by helping them
to create a united, friendly, mutual aid and respect atmosphere, so
as to enhance their self-confidence and pride, and let them show
their talent on stage. On 21 September 2017, Pinghu Street Old
University (Pinghu Street Cadre Activity Center) conducted “Door-to-
door” activities in Plaza 2 of CSC Shenzhen.
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Environmental, Social and Governance Report (Continued)
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Pinghu Street cadre activity center “door-to-door” show in CSC Shenzhen

RRYI R B E B O EPTXEL

Community Services R+ E
1. CSC Shenzhen - Pinghu Street Party Table Tennis 1. FIIEFEH - FHHEESEERE

Competition

To further promote cultural building of the “Two New" party Rt — BT ETIE] MR AR LR
WEEAIMBHEBNERUCAET - i
BEEABEBRAERED FHRM - AR HTE
EE TR ABHEN  PHEGHEREZES

organizations in Pinghu Street, to enrich the amateur cultural life of
party members in the “Two New” organizations, and to enhance

communications between party members and party activists, the B - iﬁyﬁzmzﬁ#%;&%qﬂ/uﬁﬁ B Bh
activity of “Pinghu Street Party Member Table Tennis Competition” [ EaEE B EEHE JEEN2017E11 8
hosted by the Organization Department of Working Committee 251 =Y E I B — B EE LT -

of the Pinghu Street, being co-organized by the CSC campus
Committee of the CPC, and being strongly sponsored by the CSC
Xu Zhihui Tea Trade Center, was held in atrium on the first floor of
Plaza 2 of CSC Shenzhen on 25 November 2017.

Pinghu Street Party table tennis competition in CSC Shenzhen
RARYERR SRR TRE E B FRRE

2. CSC Nanchang - Clean and compulsory labor 2. HEEEE-EERERESH
Turning a new year, to improve the environmental quality of the BHENF  EoREERELAYE  ARRERRE
park, to ensure that the park’s environment is clean, tidy and g% B2 HEABF  2018F2H90 - F—
orderly, on 9 February 2018, Jiangxi branch of the First Asia Pacific LIS ARFETIHHE  BERIREEZ
carried out the activity of “Welcome the New Year, Voluntary Labor EEEHIES P RBEEET - EEEMN
for Clean Environment of Park”. All employees of the branch office, HE  IMRE - REHEFT 1608 A2 B RE
party members of CSC Nanchang, outsourcing security and cleaners, B o

total more than 160 people participated in this event.
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Clean and compulsory labor in CSC Nanchang

RS EHARROEREBAD

3. CSC Shenzhen gratitude and encouragement tour for the 3. SEYIEEHEREABBRBLKSE

disabled

On 15 March 2018, Plaza 2 of CSC Shenzhen was in a rhapsodic R2018F3 158  FYIZEMK —5 X 5 EHE
atmosphere. The disabled thankful and motivational tour with the TwnE - RFEYIMEEX L EELRREHEEATSE
topic of “China Dream, Motivational Tour”, which was supported B NESE  FRYITIE e BEEERNMABRA
by the leading group of Shenzhen Special Fund for Cultural Al ORYITTEIEERE R BRI L - WS EAIZE
Publicity and Development, Shenzhen Yi Ya Tong Supply Chain R Ees « RYITREEEERE  F®YITEHT
Co., Ltd. and Shenzhen Olive Tree Disabled Mutual Aid Center, and @ . xﬂl\m FERGE S S  SFY I mBEEEE
jointly organized by the space Incubator, Shenzhen Post Office of feg  RlmibEETHEE  RIERERE
Longgang District, Shenzhen Lions Club, Shenzhen Volunteer Service H H%fjﬂ:‘r’g[ﬂ}ﬂl; BT 15 AR B
Foundation, Shenzhen Disabled Volunteers Federation, Shenzhen BEEERENE  RARKABERELTH -
Metro Volunteers Association, CSC Shenzhen, etc, was grandly AEAEE - MAEE AL R EAE - BRBRAPIS A
launched. Through the inspirational performance on the motherland TEHVEVS o

by the disabled, it has enlightened people’s dream and passion of

life.

Gratitude and encouragement tour for the disabled in CSC Shenzhen

RRYFE R R IR R A RB B
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INDEPENDENT AUDITOR’S REPORT

B M AZ AR

-
EY::

To the members of China South City Holdings Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of China South
City Holdings Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 136 to 256, which comprise the consolidated statement
of financial position as at 31 March 2018, and the consolidated statement
of profit or loss, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
March 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the Hong Kong Companies
Ordinance.

Basis for opinion

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

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.
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INDEPENDENT AUDITOR’S REPORT (Continued)
B ZHENRE ()

Key audit matters (Continued)

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.

Key audit matter

AREXEEE)

RAID BTGB PRI E 4 A EREZ BT
— RN ET  AREAEZSEE AR - B
I RPMBZBENTE CENSAMBERRETA
BRI AR EMRE 2R - BRIEFNE
ROEREBEUTEENEZRF - ARMREROEA 8
BRERMBXE IR o

HAREZER

Fair value of investment properties

As of 31 March 2018, the carrying amount of investment properties was
HK$48,135,043,000. Fair value gains on investment properties amounted
to HK$4,378,474,000, which accounted for 64.5% of profit before
tax of the Group. The Group engaged an external valuation expert to
perform valuation of the Group’s investment properties to estimate their
fair values as at 31 March 2018. The fair values of investment properties
were determined principally using the income capitalization method by
capitalizing the rental income derived from the existing tenancies with
due provisions for the reversionary income potential of the properties.
The determination of application of the valuation technique, future rental
income and renting rate involved significant management judgment and
estimates.

The related disclosures are included in notes 3 and 14 to the consolidated
financial statements.

How our audit addressed the key audit matter

Our audit procedures included evaluating the valuation process and the
independence and expertise of the external valuation expert. We assessed
the related data of the properties as used by the external valuation expert
as inputs for the valuations by comparing to the historical data and market
index. We also involved our valuation specialists to assist us in evaluating
the valuation methodology and the underlying assumptions which
principally included the market unit rental rate and capitalization rate.
We further assessed the adequacy of the disclosures of the valuations of
investment properties in the consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT (Continued)
B ZHENRE ()

Key audit matters (Continued) BREEXSBEE)
Key audit matter BREEZER
Impairment of trade receivable balances FEW B B AR E

As at 31 March 2018, the carrying amount of trade receivables was
HK$1,185,378,000. The Group estimates the impairment allowances
for trade receivables by assessing the recoverability based on historical
recovery of the overdue trade receivables of respective ages and related
prevailing market conditions. This requires the use of significant estimates
and judgments.

The related disclosures are included in notes 3 and 24 to the consolidated
financial statements.

How our audit addressed the key audit matter

We obtained an understanding of management’s analysis of the
recoverability of trade receivables. We evaluated the accuracy of the
aging analysis prepared by management by checking to the related sales
invoices, and the credit terms specified in the related sales contracts. We
also assessed the historical settlement history and checked the settlement
received subsequent to the year end with respective bank slips on a
sampling basis.

M2018F3A31H r EREBESEREEDER
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INDEPENDENT AUDITOR’S REPORT (Continued)
B ZHENRE ()

Other information included in the Annual Report
The Directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon.

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

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

Responsibilities of the Directors for the consolidated
financial statements

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

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

The Directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s financial
reporting process.
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INDEPENDENT AUDITOR'S REPORT (Continued)
B ZHENRE ()

Auditor’s responsibilities for the audit of the
consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as
a body, in accordance with section 405 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

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

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

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

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Directors.
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INDEPENDENT AUDITOR’S REPORT (Continued)
B ZHENRE ()

Auditor’s responsibilities for the audit of the
consolidated financial statements (Continued)

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

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

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

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we

identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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INDEPENDENT AUDITOR'S REPORT (Continued)
B ZHENRE ()

Auditor’s responsibilities for the audit of the
consolidated financial statements (Continued)

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

The engagement partner on the audit resulting in this independent
auditor’s report is Law Kwok Kee.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

28 June 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 March 2018 #ZE201843 831 H ILFE

For the year ended 31 March

BZE3A3MALEE
2018 2017
Notes HK$'000 HK$'000
P s FTHET FHTT
Revenue WA 5 9,405,370 7,838,510
Cost of sales $HE AN (5,336,191) (4,328,365)
Gross profit ES 4,069,179 3,510,145
Other income and gains/(losses) H AU R ikas (&51E) 5 856,965 726,027
Fair value gains on investment properties KEMENTFERER 5 4,378,474 4,549,509
Selling and distribution expenses SHE KD HF X (680,691) (624,629)
Administrative expenses TTE R SZ (1,216,023) (1,146,292)
Other expenses Hibfx (329,668) (147,028)
Finance costs BhE AN 7 (294,771) (275,478)
PROFIT BEFORE TAX BiATFE 6 6,783,465 6,592,254
Income tax expenses Frisfif 10 (2,281,133) (2,269,292)
PROFIT FOR THE YEAR NEEFH 4,502,332 4,322,962
Attributable to: B & TR
Owners of the parent ISYNEIEZPEUN 4,511,679 4,322,626
Non-controlling interests FEEIRE (9,347) 336
4,502,332 4,322,962
EARNINGS PER SHARE BERSAREER
ATTRIBUTABLE TO ORDINARY ERBEAZ
EQUITY HOLDERS OF THE PARENT BRER 12
Basic R
— for profit for the year —REEFE HK56.35 centsifll  HK53.99 centsi L
Diluted e
— for profit for the year — AREEFE HK56.19 centsifll  HK53.96 centsi#l
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

meZmEREE

Year ended 31 March 2018 #ZE 201843831 H ILFE

For the year ended 31 March

BZE3AMALEE
2018 2017
HK$°000 HK$'000
THET FAT

PROFIT FOR THE YEAR REEZFHE 4,502,332 4,322,962
OTHER COMPREHENSIVE INCOME/(LOSS)  EfbZ2EW A (Ei8)
Other comprehensive income/(loss) BRHBER E S BT BN

to be reclassified to profit or loss Hiz2mEA(EE) :

in subsequent periods:
Exchange differences on translation of foreign & BINEFKEH

operations PR =R 3,776,276 (1,853,190)
OTHER COMPREHENSIVE INCOME/(LOSS) REERBE

FOR THE YEAR, NET OF TAX HitbZEBRA A (E8) 3,776,276 (1,853,190)
TOTAL COMPREHENSIVE INCOME REEHEZEBA

FOR THE YEAR 8,278,608 2,469,772
Attributable to: THIE 7 R

Owners of the parent SARER A 8,271,536 2,482,231

Non-controlling interests EEalivg T 7,072 (12,459)

8,278,608 2,469,772
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

31 March 2018 201843 H31H

31 March 2018
20183 H31H

31 March 2017
201743 A31H

Notes HK$'000 HK$'000
B FTHET FAT

NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME -~ R MR 13 1,749,787 1,454,909
Investment properties KEMZE 14 48,135,043 42,191,542
Properties under development BRAYE 15 3,451,245 4,493,810
Prepaid land lease payments S 16 1,449,228 1,146,108
Goodwill [EES 17 34,128 34,128
Investments in associates REFE R T]IRE 18 142,112 82,497
Available-for-sale investments AR ESRIRE 19 138 175,512
Other long-term receivables Hth R EAFE W RIE 20 15,684 5,926
Deposits paid for purchase of BB S T A RS

land use rights and property iz & 21 1,149,909 15,235
Deferred tax assets RIAETIREE 35 3,139,824 2,289,999
Total non-current assets JEMEEERE 59,267,098 51,889,666
CURRENT ASSETS RBEE
Properties held for finance lease FEREMREYS 22 333,514 305,240
Properties held for sale EHEHEME 22 38,108,017 23,847,433
Inventories FE 23 177,095 137,555
Trade receivables JEY & 5 AR 24 1,185,378 1,238,228
Prepayments, deposits and other receivables TERFIE © HRe READEKGRIE 25 1,613,206 1,066,802
Held-for-trading investments BRBEHEARNFEYERZ

at fair value through profit or loss HIEEERE 26 205,966 -
Cash and cash equivalents and restricted cash & NS EBY NI RHIFE & 27 10,655,692 10,490,909
Total current assets MBEERE 52,278,868 37,086,167
CURRENT LIABILITIES REBEE
Trade and other payables & 5 NHEMERFRIE 28 22,807,754 16,763,218
Interest-bearing bank and other borrowings FTERITREMBEE 29 7,098,504 7,042,625
Short-term notes IR E 5 30 625,100 1,353,240
Medium-term notes FHAZIE 32 2,622,149 =
Corporate bonds PEES 33 1,978,294 -
Domestic company bonds BARAMES 34 3,789,933 -
Tax payables FEFHTE 4,988,314 4,442,096
Total current liabilities mEBERE 43,910,048 29,601,179
NET CURRENT ASSETS REBEEFE 8,368,820 7,484,988
TOTAL ASSETS LESS CURRENT LIABILITIES EEAERAEBEE 67,635,918 59,374,654
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

R BRI AR ()

31 March 2018 201843 H31H

31 March 2018
20183 H31H

31 March 2017
201743 A31H

Notes HK$°000 HK$'000

P TER FAT
NON-CURRENT LIABILITIES FRBEME
Interest-bearing bank and other borrowings SRRITRHEMES 29 8,999,701 6,369,837
Senior notes BRER 31 9,230,272 6,425,992
Medium-term notes hERZ 32 2,629,495 4,723,000
Corporate bonds TEESH 33 = 1,778,744
Domestic company bonds RARAMES 34 1,854,236 5,079,429
Deferred tax liabilities RiEFIB & & 35 8,521,460 6,518,261
Total non-current liabilities IFRE R EHEA 31,235,164 30,895,263
Net assets BEFE 36,400,754 28,479,391
EQUITY =
Equity attributable to owners of the parent B RARHEA AEEER
Share capital [N 36 7,060,973 7,054,362
Other reserves H bR 38 29,157,371 21,243,892

36,218,344 28,298,254
Non-controlling interests FEFERR A 182,410 181,137
Total equity RSB 36,400,754 28,479,391
CHENG CHUNG HING ZR#A 8 SONG CHUAN =R JI|
Director &= Director &=
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ey BT LES

Year ended 31 March 2018 #ZE201843 831 H ILFE

Attributable to owners of the parent

BAREEAEE
Statutory Share  Exchange Non-
Share surplus option fluctuation Capital Revaluation  Retained controlling Total
capital reserve reserve reserve reserve reserve profits Total interests equity
EE BRE Ed Eff FER

Bx BBEE B RBRE  ERREE R REAR @it BE  EREE

Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000

i3 T T T T T T T T T T

Note (i)
B
At 1 April 2016 201654818 7,043,784 1,344,766 140,818 374,180 (274,021) 286,456 17,262,534 26,178,517 189,948 26,368,465
Profit for the year AR - - - = = - L3NE6 4302606 36 43298
Other comprehensive loss for the year: AEEEMRERE -
Exchange differences on translation of BEBNERH

foreign operations EiZE - - - (1,840,399) = = - (1840395 (12,795)  (1,853,190)
Total comprehensive income for the year KEEEZARA - - - (1,840,399) = - 43606 2,482,031 (12459) 2,469,772
Capital contribution from non-controling shareholders  SFRRERAEALE - - - - - - - - 36,676 36,676
Acquisition of non-controlling interests W RiES - - - - (1,820) - - (18200 (3308) (34849
Exercise of share options friFRmRE 37 10578 = (1,548) = = = = 9,030 = 9,030
Lapse of share options BIRERH - - (637) - - - 637 = = =
Equity-settled share option arangement R EBRERH 37 - - 30612 - - - - 30612 - 30612
Final 2016 dividend paid BR016ERERE = = = = = - (400316)  (400,316) - (400316)
Transfer from retained profits BRERATE - 246,281 - - - - (246281) - - -
At31 March 2017 2017634318 7054362 1,591,047 169,245% (1,466,215 (275841)F  286456* 20,939,200 28,298,254 181,137 28,479,391
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
mEER2BR(E)

Year ended 31 March 2018 #ZE 201843831 H ILFE

Attributable to owners of the parent

BARERARS
Statutory Share  Exchange Non-
Share surplus option  fluctuation Capital Revaluation  Retained controlling Total
capital reserve reserve reserve reserve reserve profits Total interests equity
EE BRE Ed Efy FER

R BHEE i RBHE EAEE e RENE it B BHEE
Note HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
i3 TiEn TiEn TiEn T TiEn T T T T T

Note (i)
k()
At 1 April 2017 R2017E4A1R 7,054,362 1,591,047 169,245  (1,466,215)  (275,841) 286,456 20,939,200 28,298,254 181,137 28,479,391
Profit for the year RERRE - - - - - - 4511679 4511679 (9347)  4502,332
Other comprehensive income for the year: REEEMZARA -
Exchange differences on translation of BEBNETHN
foreign operations ERZER = = - 3,759,857 = = - 3,759,857 16419 3776276
Total comprehensive income for the year TEEB2ANA = = - 3,759,857 = - 4511679 8271,53% 7072 8278,608
Disposal of subsidiaries RENELA - Bn) = 1579 = = = 1,208 (5799) (4591)
Exercise of share options EERE 37 6,611 - (1,014 - - - - 5,597 - 5,597
Lapse of share options BREXN - - (7,501) - - - 7,501 - - -
Equity-settled share option arrangement DERERMBRELH 37 - - 42,065 - - - - 42,065 = 42,065
Final 2017 dividend paid ER01I7ERERE = = = - - - (400316)  (400316) - (400,316)
Transfer from retained profits BRARENE - 411,035 - - - - (411,039 - - -
At 31 March 2018 R201853A318 7060973 2,001,711%  202,795% 2,295,221* (275,841)* 286,456 24,647,029 36,218,344 182,410 36,400,754

*  These reserve accounts comprise the consolidated other reserves of * HREHERBEEGATKRAIRFAHENEAH
HK$29,157,371,000 (31 March 2017: HK$21,243,892,000) in the ftb, 7% 5 29,157,371,000 7 7T (2017 F3 A 31 A :
consolidated statement of financial position. 21,243,892,000/&7T) °

Note: MIsE -

() In accordance with the PRC Company Law, the Company’s subsidiaries (i) BEFBEQATE @ AR TR P EFTEMOMHE R REH

registered in the PRC are required to appropriate 10% of the annual statutory FREZEEBEMNB(KEHEMEEFEBRERZ)N
profit after tax (after offsetting any prior years' losses) to the statutory surplus 10%BANEERBEE - SREELEHREZETEH
reserve. When the balance of this reserve fund reaches 50% of the entity’s MEARKIS0%EE - AILNEREREBHBABAERSE o &
registered capital, any further appropriation is optional. The statutory surplus ERHRBEFEITANKHBEFEBEIEMER - R
reserve can be utilized to offset prior years' losses or to increase capital. i EERBREENMEEZERARENERLASD
However, the balance of the statutory surplus reserve must be maintained at HRREMEAR25% ©

a minimum of 25% of the registered capital after such usages.

Annual Report 2017/18 £f

141



CONSOLIDATED STATEMENT OF CASH FLOWS

SERTRER

Year ended 31 March 2018 #ZE201843 831 H ILFE

For the year ended 31 March

BZE3A3M1ALEE
2018 2017
Notes HK$'000 HK$'000
(i FEx TR
CASH FLOWS FROM OPERATING ACTIVITIES RETHRERE
Profit before tax AT 6,783,465 6,592,254
Adjustments for: .
Finance costs & pR AR 7 294,771 275,478
Interest income FEMA 5 (77,945) (71,603)
(Gain)/loss on disposal of items of property, HEME  BERREEER
plant and equipment (zs) /B518 6 (113) 1,708
Depreciation e 6 130,309 137,317
Amortization of prepaid land lease payments TS i AR S B 8E 6 28,269 27,020
Changes in fair value of investment properties WEMENTEE 5 (4,378,474) (4,549,509)
Provision for impairment of trade receivables FEWE BRI E R 6 112,134 73,885
Provision for impairment loss of HEESRITE
available-for-sale investments VEREEE 6 175,500 -
Gain on disposal of subsidiaries BRENB AR 6 (1,142) =
Loss on redemption of the 2012 Notes and FBE2012F 2 H K
2014 Notes 2014 RB 2 BB 5 89,876 178,317
Gain on purchase of the 2014 Notes BE2014F2E 2 e 5 = (597)
Fair value losses/(gains) on held-for-trading EBERUAFEYIRZ
investments at fair value through profit or loss, BEEERENATE
net B8/ (W) - F8E 5 4,461 (3,770)
Dividend income from held-for-trading investments #3818 A A FEHE Y
at fair value through profit or loss FIEEEHRANREWA - (1,014)
Equity-settled share option expense A i E B E R X 6 42,065 30,612
3,203,176 2,690,098
Increase in properties held for sale FHESHE ML N (349,935) (1,687,649)
Decrease in properties held for FEREHEMER D
finance lease 4,884 135,524
Increase in inventories e (24,597) (100,187)
Increase in other long-term receivables H fth 5= B FEUGR IR I (8,883) (1,469)
Decrease/(increase) in trade receivables FEWE SRR/ (1) 75,107 (234,419)
Increase in prepayments, TBRFIE - e R EHAM
deposits and other receivables FEMRIEIE N (420,124) (8,768)
Decrease/(increase) in restricted cash SIREIER SR, () 285,721 (256,917)
Increase in trade and B 5 R E MR IR
other payables 3N 2,721,755 3,622,321
Cash generated from operations KEEIES 5,487,104 4,158,534
Overseas taxes paid BHENIE (1,543,899) (875,766)
Net cash flows from operating activities KEEBHRSRAFE 3,943,205 3,282,768
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CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

RERERERE)

Year ended 31 March 2018 #ZE 201843831 H ILFE

For the year ended 31 March

BZE383M1ALEE
2018 2017
Notes HK$'000 HK$'000
(i FEx TR
Net cash flows from operating activities KEEBRSRNFHE 3,943,205 3,282,768
CASH FLOWS FROM INVESTING ACTIVITIES RETHRERE
Purchases of items of property, plant and equipment BB E¥% « ME N REER (50,342) (39,284)
Dividends received from held-for-trading investments %818 25 A A TEFBE >
at fair value through profit or loss FIEEERECHRE - 1,014
Net cash (outflow)/inflow on purchase/disposal of FERETANFENRZ
held-for-trading investments at fair value through BHEEERER SRS
profit or loss transactions i), /mA S8 (210,431) 31,135
Proceeds from disposal of items of property, HEME  BEKREEE
plant and equipment FriS 708 34,058 11,826
Purchase of an available-for-sale investment BE-THHESRIEE (126) =
Increase in amounts due from associates ANl (50,654) (25,943)
Acquisition of non-controlling interests Wik FE Ak 2 = (34,848)
Cash outflow from disposal of subsidiaries, net BRENBARBRESRLFE 39(b) (11,805) -
Deposits paid for purchase of land use rights and B S+ AR AN
property BE (1,133,019) =
Additions to properties under development BRPYERE (3,613,317) (2,105,868)
Additions to prepaid land lease payments TafS L AR S 3 0 = (210,642)
Interest received BYFIE 74,654 71,603
Net cash flows used in investing activities BEEEHRS L FH (4,960,982) (2,301,007)
CASH FLOWS FROM FINANCING ACTIVITIES METHRERE
Issue of short-term notes BITRERES 30 1,163,784 1,395,187
Payment for interest on short-term notes 5 iR A 5 RIS TR (97,686) (111,524)
Repayment of short-term notes BEREHMES (2,016,970) (2,446,897)
Issue of senior notes BITRARR 31 4,149,512 4,930,000
Payment for interest on senior notes BREEFEMRK 31 (318,825) (336,667)
Redemption of the 2012 Notes and 2014 Notes FEEI2012F 2B R 20145F 21K 31 (1,568,994) (2,652,420)
Purchase of the 2014 Notes BE2014FFE 31 = (154,128)
Payment of a consent fee for the 2014 Notes X204 R ERER 31 - (23,193)
Payment for interest on medium-term notes SEESESISANE 32 (352,581) (350,637)
Payment for interest on corporate bonds EEHFEMRK 33 (123,816) (123,134)
Issue of domestic company bonds BITHRARAIES 34 = 1,615,390
Payment for interest on domestic company bonds BARARESFFBEAK 34 (324,633) (206,830)
New bank and other borrowings MERITREMER 9,612,905 6,218,187
Repayment of bank and other borrowings BRFITREMER (8,428,673) (8,393,172)
Exercise of share options 1T{FERE R R 5,597 9,030
Capital contribution from a non-controlling FEIERRAR SR A
shareholder = 36,676
Dividends paid DI R (400,316) (400,316)
Interest paid BAFLE (841,138) (784,145)
Net cash flows from/(used in) financing activities MEEBELSTEA (RL)EE 458,166 (1,778,593)
NET DECREASE IN CASH AND ReRBRESEENRIDFE
CASH EQUIVALENTS (559,611) (796,832)
Cash and cash equivalents at the beginning of year FNRE RREEEY 27 8,022,020 9,327,807
Effect of foreign exchange rate changes, net T RSB & F 741,924 (508,955)
CASH AND CASH EQUIVALENTS AT THEEND OF FXAKNRERBELZEEY
YEAR 8,204,333 8,022,020
ANALYSIS OF BALANCES OF RERASEBENERIN
CASH AND CASH EQUIVALENTS
Cash and cash equivalents RBeRIREEEY 27 8,204,333 8,022,020
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NOTES TO FINANCIAL STATEMENTS

BAFE AR MY RE

31 March 2018 201843 H31H

Corporate and Group Information

China South City Holdings Limited (the “Company”) is a limited
liability company incorporated in Hong Kong. The registered office
of the Company is located at Room 2205, 22/F, Sun Life Tower, The
Gateway, 15 Canton Road, Tsimshatsui, Kowloon, Hong Kong.

During the year, the Company and its subsidiaries (collectively
referred to as the “Group”) were principally engaged in the
development and operation of large-scale integrated logistics and
trade centers, development of residential and commercial ancillary
facilities, property management and the provision of E-commerce,
outlet operations, logistics and warehousing services.

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as follows:

Nominal value of

1. RERAEEER
EEPHERARARA (AT EESEMRL
RERAF  ARARZMPEEAINREENE
R EREISHERAB KA RAE2E
22057 °

FAN - ARBREMBE AT (SR AEER DR
NEERIELEAIVEAMREERR ST
REBEBELERE MEEEARREHRETRD
g BERENEE - MRRR R o

B2 R E R
AARNEEHBAR BT -

Place of issued ordinary/
incorporation/ registered share  Date of Percentage of equity
registration and capitalasat  incorporation/ attributable to the
Name business 31 March 2018 registration Company  Principal activities
21 AR/ R R018F3A318  EMEL/ ARERE  TEER
FEns BRTEE/AM  HRAS BEASM
RAEE
Direct  Indirect
B BB
% %

China South International Industrial Materials City The People’s Republic HK$2,200,000,000 18 December 2002 100 - Development and operation of
(Shenzhen) Company Limited (ii(iv) of China (“PRC") 2,200,000,000i  18-12-2002 integrated logistics and trade centers
(“China South International”) Mainland China GRBEMRRERR AL

ERARTERARRAER 2 A) B/ AR Ry
([EmER)

Nanchang China South City Company PRC/Mainland China Renminbi ("RMB") 16 November 2007 - 100 Development and operation of
Limited (i)iv) (" CSC Nanchang") P/ E AR 1,100,000,000  16-11-2007 integrated logistics and trade centers

BEERABRATNN (MEEmH)) ARH1,100,000,0007 FEBEMRRERZZTL

R

Nanning China South City Company PRC/Mainland China RMB1,000,000,000 28 August 2009 - 100 Development and operation of
Limited (ii)(v) (" CSC Nanning") VN AKH1,000,0000007C  28-08-2009 integrated logistics and trade centers

BEEEAER A (EEEEH]) GEABMERERI AR

RERES
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NOTES TO FINANCIAL STATEMENTS (Continued)

e S

31 March 2018 201843 H31H

1. Corporate and Group Information (Continued)

1. REIRAEEER (@)

Information about subsidiaries (Continued) MEARER @)
Nominal value of
Place of issued ordinary/
incorporation/ registered share  Date of Percentage of equity
registration and capitalasat  incorporation/ attributable to the
Name business 31 March 2018 registration Company  Principal activities
&1 AL/ R R018F3A31R AL/ ARFRE  TEER
B BRTEE/AM  HRAS BEASML
RAEE
Direct  Indirect
ER  BE
% %
Xi"an China South City Company Limited (il PRC/Mainland China RMB1,000,000,000 12 November 2009 - 100 Development and operation of
ERZmAARAR) P/ REAR AR%1,000,000,0000  12-11-2009 integrated logstics and trade centers
GABENRRARRZTL
EYEN
Harbin China South City Company Limited (i) PRC/Mainland China RMB1,500,000,000 9 January 2012 - 100 Development and operation of
WREEEHARA () PE/wEARE AEH1500,000,000  09-01-2012 integrated logistics and trade centers
FEBEMRRERZZTL
R
Harbin Baolitong Market Development PRC/Mainland China RMB500,000,000 22 December 2011 = 100 Development and operation of
Management Company Limited (i) P/ R E AR ARH500,000000  22-12-2011 integrated logistics and trade centers
R BTEREERARAAI) FaBEMRRERZZTL
RERES
Zhengzhou China South City Company PRC/Mainland China RMB1,000,000,000 17 May 2012 = 100 Development and operation of
Limited (ii)iv) ("CSC Zhengzhou") P/ R E AR ARH1,000,000,0007  17-05-2012 integrated logistics and trade centers
DINERHARD AN REmEMRRERRARL
(Vi) REREs
Hefei China South City Company Limited (i)(v) PRC/Mainland China RMB1,000,000,000 25 December 2012 - 100 Development and operation of
("CSC Hefei") PE/hEAE ARH1,000,000,0007  25-12-2012 inteqrated logistics and trade centers
AREBIARRAW GABEMRRARZ ST
G =0 REREE
Chongging China South City Company PRC/Mainland China RMB1,000,000,000 27 December 2013 - 100 Development and operation of
Limited (iiiv) ("CSC Chongging") hE/hEAE ARE1,000,000,0007  27-12-2013 integrated logistics and trade centers

ERERAARAAN)
(EE1A)

GREBEMRNARR ST
e REE
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

1.

Corporate and Group Information (Continued)

1. REIRAEEER®)

Information about subsidiaries (Continued) MEARER @)
Nominal value of
Place of issued ordinary/
incorporation/ registered share  Date of Percentage of equity
registration and capitalasat  incorporation/ attributable to the
Name business 31 March 2018 registration Company  Principal activities
&1 AL/ R R018F3A31A AL/ ARFRE  TEER
B BRALE/HR  HRAK BEASM
RAEE
Direct  Indirect
ER  BE
% %
Shenzhen Huasheng Commercial Development PRC/Mainland China RMB50,000,000/ 19 November 2010 = 100 Management of outlet operations
Company Liited (i) RE/FEAR RMB100,000,000  19-11-2010 REREEREER
YRR RERARD i) ARH50,000,0007,/
ARE100,000,0007
Shenzhen China South City E-Commerce Technology ~ PRC/Mainland China RMB100,000,000 19 April 2012 - 100 Development, operation and
Company Limited (i) P/ E AR ARH100,0000007T  19-04-2012 management of an E-commerce
RYEEH AR AR A platform
STHETRE EERER
Shenzhen First Asia Pacific Property Management PRC/Mainland China RMB50,000,000 31 December 2003 = 100 Provision of property management
Company Limited (i) P8/ EARE AR#50,000,000C  31-12-2003 services
MIE-TANEERARAA) RENFERRH
Qianlong Logistics Group Limited (ii) PRC/Mainland China RMB200,000,000 2 July 2004 = 100 Provision of logistics services
SRMREEARD i) hE/hEAR AR#200,0000007T 02072004 RIS
Shenzhen HOBA Home Furnishing Chain Store PRC/Mainland China RMB480,000,000 12 October 2001 - 75 Furnishing market operation
Company Limited (i) PE/EARE ARE480,0000007  12-10-2001 FERGEE

AT B R EE R BR AR
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

1.

Corporate and Group Information (Continued)

1. RERAEEER®)

Information about subsidiaries (Continued) MEARER @)
Nominal value of
Place of issued ordinary/
incorporation/ registered share  Date of Percentage of equity
registration and capitalasat  incorporation/ attributable to the
Name business 31 March 2018 registration Company  Principal activities
&1 A/ ERR R018F3A31R AL/ ARRELE  TEEE
B BRTEE/AM  HRAS BEASML
RAEE
Direct  Indirect
EE BB
% %
China South City Management Company Hong Kong HK$1 9 November 2007 = 100 Provision of management services
Limited e TET 09-11-2007 RIEERS
EENERARAT
China South City Group Company Limited (ii) PRC/Mainland China RMB300,000,000 20 July 2004 = 100 Investment holding
ZEEEEERAA) e/ AR ARE300,000,0007T  20-07-2004 RERR
Notes: ks
(i) Sino-foreign equity joint ventures under PRC law. () FBLEETHRINEEEE QT -
(i) Wholly-foreign-owned enterprises under PRC law. (i)  FELEERTHINGBERE -
(iiiy  Limited companies under PRC law. (i) FEEERTHERRAF -
(iv) Pursuant to certain project and land related contracts signed by (iv) BEAEENBAREEMBFRINETEE

the subsidiaries of the Group and the local governments, as well as
pursuant to the requirements of the local governments and the local
authorities related to the relevant public tender, auction and listing,
some of the land acquired have sales restrictions on properties built
on it. The saleable area of trade centers of China South International
is limited to 30% of the total buildable gross floor area (“GFA") of
properties built on the relevant parcels of land. The saleable area of
trade centers and logistics facilities built on certain parcels of land
acquired by CSC Nanchang and CSC Nanning in 2010 is limited to 60%
of the relevant total buildable GFA. The saleable area of trade centers or
commercial properties built by CSC Hefei and CSC Chongging is limited
to 50% of their relevant total buildable GFA. The saleable area of trade
centers or commercial properties of phase | and future phases of CSC
Zhengzhou is limited to 60% and 50% respectively of the relevant total
buildable GFA. Except for the restrictions mentioned herein, there is no
sales restriction on other parcels of land acquired by the Group.

The above table lists the subsidiaries of the Company which, in the
opinion of the Directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the Directors,
result in particulars of excessive length.

RELHEREAER - SARREE AT A 0 A
FABBPIR X &SR - B0 TRE FREMEFEHE
R - BIEERBEERERBR LN SH 0N
HEmMBRN A ZZEmMEN30% - MEER
WA B ERMN2010FMEBNET i - &
ERBHOZSHOLRARFREN A HEEERR
ZEMFEATREEEEN60% ¢ AIEERE K
BEEERREROZ ST ONEEYENATHE
BRI % ) S F] B R EEEFEAY50% « EBN
ERMERN —HMAREINRZ SR OHEE
WER A S ETED BRIV Z S M EA A E R
ETEHI60% &% 50% ° B Bt iER 251 - ANEE
HE A 3R A S E RS

ERAIDEERRUAFEEERTERTEL
BRASEEEFEIZHND Z2ARAMBL
A EERAREEMHB AR ZFBRERT
Eo
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.1 Basis of Preparation

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs"”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the
Hong Kong Companies Ordinance. They have been prepared under
the historical cost convention, except for investment properties and
held-for-trading investments at fair value through profit or loss,
which have been measured at fair value. These financial statements
are presented in Hong Kong dollars and all values are rounded to
the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Group for the year ended 31 March 2018. A subsidiary is an
entity (including a structured entity), directly or indirectly, controlled
by the Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to
direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(@) the contractual arrangement with the other vote holders of the
investee;

(b) rights arising from other contractual arrangement; and

(c) the Group's voting rights and potential voting rights.

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

China South City Holdings Limited ZER3HIZRGR A 7
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.1 RBEE )

2.1 Basis of Preparation (Continued)

Basis of consolidation (Continued)

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

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

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control described above. A change in
the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

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

meREEwE)

EME S BRI MBS+ R R

HEmUARE BERBA DRHMR ¢Elt
DEEAARIEHERES

FEEBARRREE - BfF  #xm  WAR
FXUMEAEEREARERXSAENRE
m o SRR A AR -

HEE S BERBR L XAt = 2R EF A —
EzA EHIRES) - AIAEEREMRTEERE
MEHZIREHR - FM}‘%“?%%&E@E%E’J%
(AL ERKREFE)NARRINERRR S

AR E R LB A RROE G - RIS R IERER
(ZHBARMNEE(RERE) REE  (MER

IR R REE - RiFt A= RETE
HER WHERONEWRRENATE : ()ERE
REBIFLEHRTE  RGiNVEEMEET AEE
RIZERSKETRR © S RTE R E A 2 E U A RER A AN
SEELESD - DIRBRASEERLEREEE
&EH SR PTRERHRIESE - HEENERTE
FHoEEEENRENE -

Annual Report 2017/18 £f

149



NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.2 Changes in Accounting Policies and Disclosures 2.2 €3t BENESERKE

The Group has adopted the following revised HKFRSs for the first REEERAFE 2 MK T BRERAA T
time for the current year’s financial statements. BRI BB IS 2R o
Amendments to HKAS 7 Disclosure Initiative BECTEANE R 8] KETE
Amendments to HKAS 12 Recognition of Deferred Tax Assets BEGHERE 125 BKREF BT
for Unrealized Losses BT BRHEEE

Amendments to HKFRS 12 Disclosure of Interests in Other Entities: B BREEL BEMERERRE

included in Annual Clarification of the Scope of HKFRS 12 F125 2B EEEBYBHEER

Improvements to HKFRSs (BA20145201658 Enz e

2014-2016 Cycle Bz FENE)
None of the above amendments to HKFRSs has had a significant BB R R A RS BT A B X B TS R
financial effect on these financial statements. Disclosure has been FENEANBHLE - WMNE B ERETR
made in note 39 to the financial statements upon the adoption BT 1R E N B HREBRMTIEH I E - %&
of amendments to HKAS 7, which require an entity to provide RIZRERIRMIRTE - FU BRI FEAEENT
disclosures that enable users of financial statements to evaluate RS EHESNEEEE  RRERESREE L
changes in liabilities arising from financing activities, including both NG EE -

changes arising from cash flows and non-cash changes.

The nature and the impact of the amendments are described below: FZEEFT AN ME kBT

(@ Amendments to HKAS 7 require an entity to provide () BHLHERFIF BT RAERETEEL
disclosures that enable users of financial statements to evaluate e IWEPBERRZEREAFERE
changes in liabilities arising from financing activities, including EEEACEEER  BRERESRAE
both changes arising from cash flows and non-cash changes. E7BFRIIREH  c BEREETHE
Disclosure of the changes in liabilities arising from financing SR BEEFEFNEES NI IEREM 0 o

activities is provided in note 39 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.2 Changes in Accounting Policies and Disclosures
(Continued)

(b)

(0)

Amendments to HKAS 12 clarify that an entity, when
assessing whether taxable profits will be available against
which it can utilize a deductible temporary difference, needs
to consider whether tax law restricts the sources of taxable
profits against which it may make deductions on the reversal
of that deductible temporary difference. Furthermore, the
amendments provide guidance on how an entity should
determine future taxable profits and explain the circumstances
in which taxable profit may include the recovery of some assets
for more than their carrying amount. The amendments have
had no impact on the financial position or performance of the
Group as the Group has no deductible temporary differences
or assets that are in the scope of the amendments.

Amendments to HKFRS 12 clarify that the disclosure
requirements in HKFRS 12, other than those disclosure
requirements in paragraphs B10 to B16 of HKFRS 12, apply
to an entity’s interest in a subsidiary, a joint venture or an
associate, or a portion of its interest in a joint venture or an
associate that is classified as held for sale or included in a
disposal group classified as held for sale. The amendments
have had no impact on the Group's financial statements as the
Group has no subsidiaries classified as a disposal group held for
sale as at 31 March 2018.

(b)

(0

2.2 2 BENEEREE (2)

BREGTENF12R2ETNEEEEN
AHE R A A R AE A AR AT
MERMEZEE  FEEEVEELEN
BT R B 1M A R ) B AT R 2 AR
BAEAIRA PR G © BEAN - R FBRTA
PLEREINAETE B RERT A BRI
3l - WHERFEFERR LA Al B FE U B HR B AR
HEELBOEENBR - ARNAKEL
B AT ASBEANTNREREER
REE  HRZFE AL BEENEENH
RN KRR EKTE o

BBV BRELEBE 12| ZETABES
BB REENFE 2R 2 BBERTE(ER
B SRS RS 1257EB10EB16ER 2 I
ERTEBRINBERAR S EABEHESSEA
DEARBEHENSHER 2 ERERHB A

Al AECESIBE DR ZERIENE
ERENBE AT 2B - ARAE
ER2018F3A31 B ESBARBIEHRE
HEERINME AR - WZFBET AL E
HAEENPIEMTENTE -

Annual Report 2017/18 £f

151



NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMKREMNEEBHBERE
Financial Reporting Standards ZER
The Group has not applied the following new and revised HKFRSs, AEEW AR ERHIRERFERMATEEME
that have been issued but are not yet effective, in these financial MARER 2 #Ha] RG] BB ISR SR -

statements.
Amendments Classification and Measurement of Share- BB GRS 4R BB RiTE U R
to HKFRS 2 based Payment Transactions' FE25 2 ERT BEBITH K
Amendments Applying HKFRS 9 Financial Instruments BT IRE 4R FRIHE BB R ER)
to HKFRS 4 with HKFRS 4 Insurance Contracts' FASR 2 1ERT FAFRR A A —1F
JE & B HREE
RIFE9R 2T A
HKFRS 9 Financial Instruments’ BB SRS 2R AT A
F95%
Amendments Prepayment Features with Negative BB HmEXER| AE B #EERET
to HKFRS 9 Compensation? FI (5T e
Amendments Sale or Contribution of Assets between BB ISR EXER REZHATE N\ G]5g
to HKFRS 10 and an Investor and its Associate or Joint FI0HNBEBET BELREZENEE
HKAS 28 (2011) Venture* AEBIZE 2855 HER T &S
(20114) 2{&5T
HKFRS 15 Revenue from Contracts with Customers' BB SRS 4R EEAAIME
%1558
Amendments Clarifications to HKFRS 15 Revenue from EAIIGHREYER BB B IR 2ERE
to HKFRS 15 Contracts with Customers' F155 2185 158 B R AT 252
SR
HKFRS 16 Leases? BB SRS 2R HE>
F165%
HKFRS 17 Insurance Contracts? BB IEME AL R E 4T
F175
Amendments Plan Amendment, Curtailment or EA @ FFEIMEET - AR kA &2
to HKAS 19 Settlement? E19%,2185]
Amendments Long-term Interests in Associates and EB &L Vi NI T
to HKAS 28 Joint Ventures? F285 2185 R A
Amendments Transfers of Investment Property' SR et RE Y EizE
to HKAS 40 4057 2 &5
HK(IFRIC)-Int 22 Foreign Currency Transactions and S8 (BBREKHRE  IPESSRAEMAE
Advance Consideration' RELZEE) —
RREE 2298
HK(FRIC)-Int 23 Uncertainty over Income Tax Treatments? EF5(BEBRGSHRE AR EER T Tt
RELEEE) —
RREE23%
Annual Improvements  Amendments to HKFRS 1 and HKAS 28 2014 % BB R A ER)
2014-2016 Cycle 2016FAEA 2 F1EREE S ER
FENE F28F ZEET
Annual Improvements ~ Amendments to HKFRS 3, HKFRS 11, 2015 & BB 2R
2015-2017 Cycle HKAS 12 and HKAS 232 201752 3% BB BT
FEHuE ERIE 115 - B
BEERNE 125K
BB EEER)
F23R (55T

201851 A1 Bk & FA 2 F 8 B A K
201951 B 1 Bz & Fta 2 FE B A K
202161 A1 Bz &t 2 FE B A K
1 7 785 TE 9 1) A 2 B A AT LABR A4

Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after 1 January 2021
No mandatory effective date yet determined but available for adoption

2 woN -
AW oN -
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMRENMNEEBHBERE

Financial Reporting Standards (Continued)
Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

The HKICPA issued amendments to HKFRS 2 in August 2016 that
address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction with net
settlement features for withholding a certain amount in order to
meet an employee’s tax obligation associated with the share-based
payment; and the accounting where a modification to the terms
and conditions of a share-based payment transaction changes its
classification from cash-settled to equity-settled. The amendments
clarify that the approach used to account for vesting conditions
when measuring equity-settled share-based payments also applies
to cash-settled share-based payments. The amendments introduce
an exception so that a share-based payment transaction with net
share settlement features for withholding a certain amount in order
to meet the employee’s tax obligation is classified in its entirety as
an equity-settled share-based payment transaction when certain
conditions are met. Furthermore, the amendments clarify that if
the terms and conditions of a cash-settled share-based payment
transaction are modified, with the result that it becomes an
equity-settled share-based payment transaction, the transaction
is accounted for as an equity-settled transaction from the date of
the modification. On adoption, entities are required to apply the
amendments without restating prior periods, but retrospective
application is permitted if they elect to adopt for all three
amendments and other criteria are met. The Group will adopt the
amendments from 1 April 2018. The amendments are not expected
to have any significant impact on the Group's financial statements.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMAREMNEEBHBERE

Financial Reporting Standards (Continued)

In September 2014, the HKICPA issued the final version of HKFRS
9, bringing together all phases of the financial instruments to
replace HKAS 39 and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and measurement,
impairment and hedge accounting. The Group will adopt HKFRS
9 from 1 April 2018. The Group will not restate comparative
information and will recognize any transition adjustments against
the opening balance of equity at 1 April 2018. During the year,
the Group has performed a detailed assessment of the impact
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of the adoption of HKFRS 9. The expected impacts relate to the
classification and measurement and the impairment requirements
and are summarized as follows:

(a) Classification and measurement (a) 2EKETE
AEETERRAE B IEME LR FEHT
SHHEMEEND BRI EERNEAY
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The Group does not expect that the adoption of HKFRS
9 will have a significant impact on the classification and
measurement of its financial assets. It expects to continue
measuring at fair value all financial assets currently held at fair
value. Equity investments currently held as available for sale will
be measured at fair value through other comprehensive income
as the investments are intended to be held for the foreseeable
future and the Group expects to apply the option to present
fair value changes in other comprehensive income. Gains and
losses recorded in other comprehensive income for the equity
investments cannot be recycled to profit or loss when the
investments are derecognized.
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMAREMNEEBHBERE

Financial Reporting Standards (Continued)

(b) Impairment
HKFRS 9 requires an impairment on debt instruments recorded
at amortized cost or at fair value through other comprehensive
income, lease receivables, loan commitments and financial
guarantee contracts that are not accounted for at fair value
through profit or loss under HKFRS 9, to be recorded based on
an expected credit loss model either on a twelve-month basis
or a lifetime basis. The Group will apply the simplified approach
and record lifetime expected losses that are estimated based
on the present values of all cash shortfalls over the remaining
life of all of its trade receivables. Furthermore, the Group will
apply the general approach and record twelve-month expected
credit losses that are estimated based on the possible default
events on its other receivables within the next twelve months.
The Group does not expect that the adoption of HKFRS 9 will
have a significant impact on the impairment assessment of its
financial assets.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS
28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss when the sale or
contribution of assets between an investor and its associate or joint
venture constitutes a business. For a transaction involving assets
that do not constitute a business, a gain or loss resulting from the
transaction is recognized in the investor’s profit or loss only to the
extent of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively. The
previous mandatory effective date of amendments to HKFRS 10
and HKAS 28 (2011) was removed by the HKICPA in January 2016
and a new mandatory effective date will be determined after the
completion of a broader review of accounting for associates and
joint ventures. However, the amendments are available for adoption
now.
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong
Financial Reporting Standards (Continued)
HKFRS 15, issued in July 2014, establishes a new five-step model to
account for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognized at an amount that reflects the
consideration to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The principles
in HKFRS 15 provide a more structured approach for measuring
and recognizing revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance
obligations, changes in contract asset and liability account balances
between periods and key judgments and estimates. The standard
will supersede all current revenue recognition requirements
under HKFRSs. Either a full retrospective application or a modified
retrospective adoption is required on the initial application of the
standard. In June 2016, the HKICPA issued amendments to HKFRS
15 to address the implementation issues on identifying performance
obligations, application guidance on principal versus agent and
licenses of intellectual property, and transition. The amendments are
also intended to help ensure a more consistent application when
entities adopt HKFRS 15 and decrease the cost and complexity of
applying the standard. The Group plans to adopt the transitional
provisions in HKFRS 15 to recognize the cumulative effect of initial
adoption as an adjustment to the opening balance of retained
earnings at 1 April 2018. In addition, the Group plans to apply the
new requirements only to contracts that are not completed before 1
April 2018. The expected changes in accounting policies, as further
explained below, will have a material impact on the Group’s financial
statements from 2018 onwards. During the year, the Group has
performed a detailed assessment on the impact of the adoption of
HKFRS 15.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong
Financial Reporting Standards (Continued)
The Group’s principal activities consist of property development,
property investment, property management and E-commerce. The
expected impacts arising from the adoption of HKFRS 15 on the
Group are summarized as follows:

(a) Sale of completed properties

During the year and in prior years, the Group accounted for
sales of completed properties when the significant risks and
rewards of ownership of the properties were transferred to
the purchasers, which is when the construction of the relevant
properties has been completed and the properties have been
delivered to the purchasers pursuant to the sales agreement,
and the collectability of related receivables is reasonably
assured. Under HKFRS 15, for the sale of completed properties,
the control of the property is transferred at a point in time, and
revenue is recognized when the customer obtains the physical
possession or the legal title of the completed property and
the Group has present rights to payment and the collection
of the consideration is probable. The Group has determined
that when HKFRS 15 is adopted, there would be no impact on
the revenue recognition from the sale of completed properties
based on the current contracts terms.

For contract where the period between the payment by the
customer and the transfer of the promised property or service
exceeds one year, the transaction price is adjusted for the
effects of a significant financing component. The transaction
price is determined by discounting the amount of promised
considerations. The Group uses the same discount rate that
it would use if it were to enter into a separate financing
transaction with the customer. The discount rate reflects the
credit characteristics of the borrower in the arrangement. The
Group has determined that when HKFRS 15 is adopted, there
would be no significant impact on the amount of revenue from
sale of completed properties.
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong
Financial Reporting Standards (Continued)

(a)

(b)

Sale of completed properties (Continued)

Under HKFRS 15, incremental costs of obtaining contracts (i.e.,
costs that would not have been incurred if the contract had
not been obtained) are recognized as contract assets if they are
recoverable and subsequently amortized on a systematic basis
consistent with the pattern of transfer of the services to which
the asset is related when the related revenue is recognized.
Recovery can be direct (i.e., through reimbursement under the
contract) or indirect (i.e., through the margin inherent in the
contract). Upon the adoption of HKFRS 15, sale commissions
that are directly related to sales achieved during a time
period would represent incremental costs that would require
capitalization and amortized when the related revenue is
recognized. The Group has determined that when HKFRS 15 is
adopted, there would be no significant impact on the profit or
loss of the Group.

Presentation and disclosure

The presentation and disclosure requirements in HKFRS 15
are more detailed than those under the current HKAS 18. The
presentation requirements represent a significant change from
current practice and will significantly increase the volume of
disclosures required in the Group’s financial statements.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMAREMNEEBMBERE
Financial Reporting Standards (Continued) 22 All ()
(b) Presentation and disclosure (Continued) (b) 23 R E &)

HKFRS 16, issued in May 2016, replaces HKAS 17 Leases,
HK(IFRIC)-Int 4 Determining whether an Arrangement contains
a Lease, HK(SIC)-Int 15 Operating Leases — Incentives and
HK(SIC)-Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to recognize assets
and liabilities for most leases. The standard includes two
recognition exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date of a lease,
a lessee will recognize a liability to make lease payments (i.e.,
the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-
use asset). The right-of-use asset is subsequently measured at
cost less accumulated depreciation and any impairment losses
unless the right-of-use asset meets the definition of investment
property in HKAS 40, or relates to a class of property, plant
and equipment to which the revaluation model is applied. The
lease liability is subsequently increased to reflect the interest on
the lease liability and reduced for the lease payments. Lessees
will be required to separately recognize the interest expense
on the lease liability and the depreciation expense on the right-
of-use asset. Lessees will also be required to remeasure the
lease liability upon the occurrence of certain events, such as
change in the lease term and change in future lease payments
resulting from a change in an index or rate used to determine
those payments. Lessees will generally recognize the amount
of the remeasurement of the lease liability as an adjustment
to the right-of-use asset. Lessor accounting under HKFRS 16
is substantially unchanged from the accounting under HKAS
17. Lessors will continue to classify all leases using the same
classification principle as in HKAS 17 and distinguish between
operating leases and finance leases. HKFRS 16 requires lessees
and lessors to make more extensive disclosures than under
HKAS 17. Lessees can choose to apply the standard using
either a full retrospective or a modified retrospective approach.
The Group expects to adopt HKFRS 16 from 1 April 2019. The
Group is currently assessing the impact of HKFRS 16 upon
adoption and is considering whether it will choose to take
advantage of the practical expedients available and which
transition approach and reliefs will be adopted. As disclosed
in note 42 to the financial statements, as at 31 March 2018,
the Group had future minimum lease payments under non-
cancellable operating leases in aggregate of approximately
HK$293,355,000. Upon adoption of HKAS 16, certain amounts
included therein may need to be recognized as new right-of-
use assets and lease liabilities. Further analysis, however, will
be needed to determine the amount of new rights of use assets
and lease liabilities to be recognized, including, but not limited
to, any amounts relating to leases of low-value assets and
short-term leases, other practical expedients and reliefs chosen,
and new leases entered into before the date of adoption.
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong
Financial Reporting Standards (Continued)
Amendments to HKAS 40, issued in April 2017, clarify when
an entity should transfer property, including property under
construction or development, into or out of investment property.
The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change
in management’s intentions for the use of a property does not
provide evidence of a change in use. The amendments should be
applied prospectively to the changes in use that occur on or after
the beginning of the annual reporting period in which the entity first
applies the amendments. An entity should reassess the classification
of property held at the date that it first applies the amendments
and, if applicable, reclassify property to reflect the conditions that
exist at that date. Retrospective application is only permitted if it is
possible without the use of hindsight. The Group expects to adopt
the amendments prospectively from 1 April 2018. The Group has
assessed that the amendments would not have any significant
impact on the Group's financial statements.

HK(IFRIC)-Int 22, issued in June 2017, provides guidance on how
to determine the date of the transaction when applying HKAS
21 to the situation where an entity receives or pays advance
consideration in a foreign currency and recognizes a non-monetary
asset or liability. The interpretation clarifies that the date of the
transaction for the purpose of determining the exchange rate to
use on initial recognition of the related asset, expense or income
(or part of it) is the date on which an entity initially recognizes
the non-monetary asset (such as a prepayment) or non-monetary
liability (such as deferred income) arising from the payment or
receipt of the advance consideration. If there are multiple payments
or receipts in advance of recognizing the related item, the entity
must determine the transaction date for each payment or receipt
of the advance consideration. Entities may apply the interpretation
on a full retrospective basis or on a prospective basis, either from
the beginning of the reporting period in which the entity first
applies the interpretation or the beginning of the prior reporting
period presented as comparative information in the financial
statements of the reporting period in which the entity first applies
the interpretation. The Group expects to adopt the interpretation
prospectively from 1 April 2018. The interpretation is not expected
to have any significant impact on the Group's financial statements.
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31 March 2018 201843 H31H

2.3 Issued but not yet effective Hong Kong 23 EEHEMAREMNEEBHBERE

Financial Reporting Standards (Continued)
HK(IFRIC)-Int 23, issued in July 2017, addresses the accounting for
income taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often referred
to as “uncertain tax positions”). The interpretation does not
apply to taxes or levies outside the scope of HKAS 12, nor does it
specifically include requirements relating to interest and penalties
associated with uncertain tax treatments. The interpretation
specifically addresses (i) whether an entity considers uncertain tax
treatments separately; (i) the assumptions an entity makes about
the examination of tax treatments by taxation authorities; (iii) how
an entity determines taxable profits or tax losses, tax bases, unused
tax losses, unused tax credits and tax rates; and (iv) how an entity
considers changes in facts and circumstances. The interpretation
is to be applied retrospectively, either fully retrospectively without
the use of hindsight or retrospectively with the cumulative effect
of application as an adjustment to the opening equity at the date
of initial application, without the restatement of comparative
information. The Group expects to adopt the interpretation from 1
April 2019. The interpretation is not expected to have any significant
impact on the Group'’s financial statements.

2.4 Summary of Significant Accounting Policies

Investments in associates

An associate is an entity in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control
over those policies.
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2.4 Summary of Significant Accounting Policies
(Continued)
Investments in associates (Continued)
The Group'’s investments in associates are stated in the consolidated
statement of financial position at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar accounting
policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of associates are included in the consolidated
statement of profit or loss and consolidated other comprehensive
income, respectively. In addition, when there has been a change
recognized directly in the equity of the associate, the Group
recognizes its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealized gains
and losses resulting from transactions between the Group and its
associates are eliminated to the extent of the Group's investments
in the associates, except where unrealized losses provide evidence
of an impairment of the assets transferred. Goodwill arising from
the acquisition of associates is included as part of the Group’s
investments in associates.

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

When an investment in an associate is classified as held for sale, it is

accounted for in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Business combinations and goodwill

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

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

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

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

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognized
for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognized in
profit or loss as a gain on bargain purchase.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

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

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

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

Fair value measurement

The Group measures its investment properties and held-for-trading
investments at fair value through profit or loss at the end of each
reporting period. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the
principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants
act in their economic best interest.
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31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Fair value measurement (Continued)

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

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs.

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

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

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the

lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognized in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Impairment of non-financial assets
Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
financial assets, investment properties and goodwill), the asset’s
recoverable amount is estimated. An asset’s recoverable amount
is the higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs of disposal, and is determined for an
individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of
assets, in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

An impairment loss is recognized only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to the statement of profit or loss in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

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

China South City Holdings Limited ZER3HIZRGR A 7

2.4 EREFBERME(5)

FERMEERE

HESTSRBRBETE  AELAREE(F
B oREE  REVMERBERIMNELFE
RERASE - AEfitEENROEMHE - BE
E’J—ﬂlél@@%ﬁﬁﬁﬁiﬁﬁﬁiﬁ{imﬁﬁﬁﬁﬁ
HENHERHDERARENREE @ WHESR
BEMET  HTATEERE EBINEMEE
KEEEFINRSRANBERRIN - FEULBER
T AkEEeEREEMBHRELEMME

.
E °

ERNBEMNREEROEJKRESEE - RES
1B THER - SHEEREER - AFFERESR
2 735 Al R & FE R (B IR 1T T 35 AT 4l KRk
BERANRRNOBATREFHEEZRE - RE
BENEEE R B WX BZREEEDE—
HHZEE BB AR o

A& B R A AR AR D AT RET
RBEERRERBEA N EFERAEER
B o MZEPREFE - ASEFATHEEE -
ERRFEEEEN AN RSB G HRE)
H—r BE(BERIN BERR SR ERE )7 AT #

RSB IEERN(NZEENBEFE
*ﬁﬁ&mﬂ@%%ﬁ)Hﬂ‘f;’%’iﬁ’ﬂﬁﬁﬁ@(?D[iﬂ?cﬂ
IrE/EE) - BRRERENRERNELBREG
ABER  BUNZEEREHERIIE - AR
ERABOEREZEGEENEBSBR
BB



NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Related parties
A party is considered to be related to the Group if:

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

(i)  has control or joint control over the Group;
(i) has significant influence over the Group; or

(iiiy is a member of the key management personnel of the
Group or of a parent of the Group;

or

(b) the party is an entity where any of the following conditions
applies:

(i)  the entity and the Group are members of the same
group;

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

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

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

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

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

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

(viii) the entity, or any member of a group of which it is a
part, provides key management personnel services to the
Group or to the parent of the Group.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its
intended use.

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

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Buildings 3% to 9%
Furniture, fixtures and equipment 9% to 18%
Motor vehicles 9% to 18%

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

An item of property, plant and equipment including any significant
part initially recognized is derecognized upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognized in the statement of
profit or loss in the year the asset is derecognized is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Property, plant and equipment and depreciation
(Continued)

Construction in progress represents buildings under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction and
capitalized borrowing costs on related borrowed funds during the
period of construction. Construction in progress is reclassified to
the appropriate category of property, plant and equipment when
completed and ready for use.

Investment properties

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

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

Any gains or losses on the retirement or disposal of an investment
property are recognized in the statement of profit or loss in the year
of the retirement or disposal.

For a transfer from investment properties to owner-occupied
properties or inventories, the deemed cost of a property for
subsequent accounting is its fair value at the date of change in
use. For a transfer from inventories to investment properties, any
difference between the fair value of the property at that date and its
previous carrying amount is recognized in the statement of profit or
loss.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T ()

31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Properties under development
Properties under development are stated at the lower of cost and
net realizable value. Cost comprises the land costs, construction
costs, capitalized borrowing costs and other costs directly attributed
to such properties during the period of construction.

Properties under development are initially classified as non-current
assets and transferred to current assets under the category of
properties held for sale when the construction of the relevant
properties commences and the construction period of the relevant
property development project is expected to complete within normal
operating cycle.

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalized at the present value of the
minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing.
Assets held under capitalized finance leases, including prepaid land
lease payments under finance leases, are included in property, plant
and equipment, and depreciated over the shorter of the lease terms
and the estimated useful lives of the assets. The finance costs of
such leases are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease terms.

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

Prepaid land lease payments under operating leases are initially

stated at cost and subsequently recognized on the straight-line basis
over the lease terms.
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31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets
at fair value through profit or loss and available-for-sale financial
investments, or loans and receivables. When financial assets are
recognized initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial assets,
except in the case of financial assets recorded at fair value through
profit or loss.

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

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held-for-trading. Financial assets are classified as held-for-
trading if they are acquired for the purpose of sale in the near term.

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value presented as other income and gains. These net fair value
changes do not include any dividends or interest earned on these
financial assets, which are recognized in accordance with the policies
set out for “Revenue recognition” below.

Financial assets designated upon initial recognition as at fair value
through profit or loss are designated at the date of initial recognition
and only if the criteria in HKAS 39 are satisfied.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Investments and other financial assets (Continued)
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortized cost using the effective interest rate method less any
allowance for impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and includes
fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortization is included in other income
and gains in the statement of profit or loss. The loss arising from
impairment is recognized in the statement of profit or loss in finance
costs for loans and in other expenses for receivables.

Available-for-sale financial investments

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

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealized gains or losses
recognized as other comprehensive income in the available-for-sale
investments revaluation reserve until the investment is derecognized,
at which time the cumulative gain or loss is recognized in the
statement of profit or loss as other income, or until the investment
is determined to be impaired, when the cumulative gain or loss
is reclassified from the available-for-sale investments revaluation
reserve to the statement of profit or loss in other gains or losses.
Interest and dividends earned whilst holding the available-for-sale
financial investments are reported as interest income and dividend
income, respectively and are recognized in the statement of profit
or loss as other income in accordance with the policies set out for
“Revenue recognition” below.
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2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Investments and other financial assets (Continued)
Available-for-sale financial investments (Continued)

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

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

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification becomes
its new amortized cost and any previous gain or loss on that asset
that has been recognized in equity is amortized to the statement
of profit or loss over the remaining life of the investment using the
effective interest rate. Any difference between the new amortized
cost and the maturity amount is also amortized over the remaining
life of the asset using the effective interest rate. If the asset is
subsequently determined to be impaired, then the amount recorded
in equity is reclassified to the statement of profit or loss.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognized
(i.e., removed from the Group’s consolidated statement of financial
position) when:

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

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

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

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Impairment of financial assets

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

Financial assets carried at amortized cost

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

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

The carrying amount of the asset is reduced through the use of
an allowance account and the loss is recognized in the statement
of profit or loss. Interest income continues to be accrued on the
reduced carrying amount using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated allowance
are written off when there is no realistic prospect of future recovery
and all collateral has been realized or has been transferred to the
Group.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Impairment of financial assets (Continued)
Financial assets carried at amortized cost (Continued)
If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment
loss is increased or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to other expenses
in the statement of profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at
the end of each reporting period whether there is objective evidence
that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortization) and its current fair value, less any impairment loss
previously recognized in the statement of profit or loss, is removed
from other comprehensive income and recognized in the statement
of profit or loss.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. “Significant”
is evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment, the
cumulative loss — measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that
investment previously recognized in the statement of profit or loss —
is removed from other comprehensive income and recognized in the
statement of profit or loss. Impairment losses on equity instruments
classified as available for sale are not reversed through the statement
of profit or loss. Increases in their fair value after impairment are
recognized directly in other comprehensive income.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Impairment of financial assets (Continued)
Available-for-sale financial investments (Continued)

The determination of what is “significant” or “prolonged” requires
judgment. In making this judgment, the Group evaluates, among
other factors, the duration or extent to which the fair value of an
investment is less than its cost.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, or loans and borrowings.

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

The Group's financial liabilities include trade and other payables,
interest-bearing bank and other borrowings, short-term notes, senior
notes, medium-term notes, corporate bonds and domestic company
bonds.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their
classification as follows:

Loans and borrowings

After initial recognition, interest-bearing bank and other borrowings,
short-term notes, senior notes, medium-term notes, corporate
bonds and domestic company bonds are subsequently measured at
amortized cost, using the effective interest rate method unless the
effect of discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognized in the statement of
profit or loss when the liabilities are derecognized as well as through
the effective interest rate amortization process.

Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortization is
included in finance costs in the statement of profit or loss.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies

(Continued)

Financial liabilities (Continued)

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a debt
instrument. A financial guarantee contract is recognized initially
as a liability at its fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee. Subsequent
to initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation at the end of
the reporting period; and (ii) the amount initially recognized less,
when appropriate, cumulative amortization.

Derecognition of financial liabilities
A financial liability is derecognized when the obligation under the
liability is discharged or canceled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the
respective carrying amounts is recognized in the statement of profit
or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognized amounts and there
is an intention to settle on a net basis, or to realize the assets and
settle the liabilities simultaneously.
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2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Properties held for sale and held for finance
lease

Properties held for sale and held for finance lease include completed
properties held for sale and held for finance lease and properties
under development expected to be completed within the normal
operating cycle. Properties held for sale and held for finance lease
are stated at the lower of cost and net realizable value. Cost includes
land costs, all development expenditure, applicable borrowing costs
and other direct costs attributable to such properties. Net realizable
value is determined by reference to the prevailing market prices, on
an individual property basis.

Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost is determined on the first-in, first-out basis and, in the case of
work in progress and finished goods, comprises direct materials,
direct labor and an appropriate proportion of overheads. Net
realizable value is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.

Cash and cash equivalents

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

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

Provisions

A provision is recognized when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognized
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss.
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Income tax
Income tax comprises current and deferred tax. Income tax relating
to items recognized outside profit or loss is recognized outside profit
or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary
differences, except:

e when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

o in respect of taxable temporary differences associated with
investments in subsidiaries and associates, when the timing of
the reversal of the temporary differences can be controlled and
it is probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognized for all deductible temporary
differences, the carryforward of unused tax credits and any unused
tax losses. Deferred tax assets are recognized to the extent that it
is probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilized, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and
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2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Income tax (Continued)

e in respect of deductible temporary differences associated with
investments in subsidiaries and associates, deferred tax assets
are only recognized to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary
differences can be utilized.

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

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

Deferred tax assets and deferred tax liabilities are offset if and only
if the Group has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities and
assets on a net basis, or to realize the assets and settle the liabilities
simultaneously, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or
recovered.

Government grants

Government grants are recognized at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognized as income on a systematic basis
over the periods that the costs, which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual installments or deducted from the carrying amount of the
asset and released to the statement of profit or loss by way of a
reduced depreciation charge or over the benefits received by the
Group related to such assets.
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

2.4 Summary of Significant Accounting Policies
(Continued)
Revenue recognition
Revenue is recognized when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@) from the sale of properties, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the properties sold;

(b) rental income, on a time proportion basis over the lease terms;

(c) finance lease income, when the significant risks and rewards
incidental to ownership of the properties have been transferred
to the lessee;

(d) property management service and other revenue, when the
services have been rendered;

(e) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts the
estimated future cash receipts over the expected life of the
financial instrument or a shorter period, when appropriate, to
the net carrying amount of the financial asset;

(f) income from outlet operations, when the significant risks
and rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the goods sold, or when the services
have been rendered; and

(g) income from E-commerce and the provision of logistics and
warehousing services, when the services have been rendered.
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Share-based payments

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including Directors) of the Group receive remuneration in the form
of share-based payments, whereby employees render services as
consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair value at
the date at which they are granted. The fair value is determined by
an external valuer using an appropriate pricing model, further details
of which are given in note 37 to the financial statements.

The cost of equity-settled transactions is recognized, together with
a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled in employee
benefit expense. The cumulative expense recognized for equity-
settled transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to the
statement of profit or loss for a period represents the movement in
the cumulative expense recognized as at the beginning and end of
that period.

Where an equity-settled award is canceled, it is treated as if it
had vested on the date of cancelation, and any expense not yet
recognized for the award is recognized immediately. This includes
any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new
award is substituted for the canceled award, and is designated as a
replacement award on the date that it is granted, the canceled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.
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2.4 Summary of Significant Accounting Policies
(Continued)
Share-based payments (Continued)
Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group's best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within
the grant date fair value. Any other conditions attached to an award,
but without an associated service requirement, are considered to be
non-vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of an
award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognized. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition
is satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognized as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognized for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the employee as measured at the date of modification.
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31 March 2018 201843 H31H

2.4 ERETBERME )

2.4 Summary of Significant Accounting Policies

(Continued)

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Contributions are made based on a
percentage of the employees’ basic salaries and are charged to the
statement of profit or loss as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully
with the employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of
their respective payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as they
become payable in accordance with the rules of the central pension
scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalized as part of the cost of those assets. The capitalization
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs capitalized. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the
borrowing of funds.
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2.4 Summary of Significant Accounting Policies
(Continued)
Dividends
Final dividends are recognized as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
are disclosed in the note 11 to the financial statements.

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising on settlement
or translation of monetary items are recognized in the statement of
profit or loss.

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measures at fair value is
treated in line with the recognition of the gain or loss on change in
fair value of the item (i.e., translation difference on the item whose
fair value gain or loss is recognized in other comprehensive income
or profit or loss is also recognized in other comprehensive income or
profit or loss, respectively).
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2.4 ERETBERME 5

2.4 Summary of Significant Accounting Policies

(Continued)

Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries and
associates are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities of these
entities are translated into Hong Kong dollars at the exchange rates
prevailing at the end of the reporting period and their statements of
profit or loss are translated into Hong Kong dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognized in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognized in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into Hong Kong
dollars at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

Significant Accounting Judgments and Estimates
The preparation of the Group’s financial statements requires
management to make judgments, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgments

In the process of applying the Group’s accounting policies,
management has made the following judgments, apart from those
involving estimations, which have the most significant effect on the
amounts recognized in the financial statements:

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based on
an evaluation of the terms and conditions of the arrangements, that
it retains all the significant risks and rewards of ownership of these
properties which are leased out on operating leases.
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Significant Accounting Judgments and Estimates
(Continued)

Judgments (Continued)

Transfer from properties under development to investment
properties

Properties under development are transferred to investment
properties when there is a change in use with sufficient evidence.
The Group determines whether a change in use has occurred based
on an assessment of all relevant facts and circumstances, which
include but are not limited to: (a) a business plan that reflects the
future rental income generated by the property; (b) the resources
to hold and manage an investment property; (c) legal permissibility
for the change in use; and (d) the commencement of development
if the property requires further development for the change in use.
Any excess of fair value over the original carrying amount of such
properties at the date of transfer was recognized as current year
profit or loss.

Classification between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an investment
property, and has developed criteria in making that judgment.
Investment property is a property held to earn rentals or for capital
appreciation or both. Therefore, the Group considers whether a
property generates cash flows largely independent of the other assets
held by the Group. Some properties comprise a portion that is held
to earn rentals or for capital appreciation and another portion that
is held for use in the production or supply of goods or services or for
administrative purposes. If these portions could be sold separately or
leased out separately under a finance lease, the Group accounts for
the portions separately. If the portions could not be sold separately,
the property is an investment property only if an insignificant portion
is held for use in the production or supply of goods or services or for
administrative purposes. Judgment is made on an individual property
basis to determine whether ancillary services are so significant that a
property does not qualify as an investment property.
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Significant Accounting Judgments and Estimates
(Continued)

Estimation uncertainty

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

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an
annual basis. This requires an estimation of the value in use of the
cash-generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating units and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of goodwill as at 31
March 2018 was HK$34,128,000 (2017: HK$34,128,000). Further
details are given in note 17.

Estimation of fair value of investment properties

The Group engaged Savills Valuation and Professional Services
Limited (“Savills”), an independent professional qualified valuer, to
perform the valuation of the Group’s investment properties at the
end of the reporting period. The carrying amount of investment
properties as at 31 March 2018 was HK$48,135,043,000 (2017:
HK$42,191,542,000). Further details are given in note 14.

Impairment allowances for trade receivables and other
receivables

The Group estimates the impairment allowances for trade receivables
and other receivables by assessing the recoverability based on
historical recovery of the overdue trade receivables of respective
ages and related prevailing market conditions. This requires the use
of significant estimates and judgments. Allowances are applied to
trade receivables and other receivables where events or changes
in circumstances indicate that the balances may not be collectible.
Where the expectation is different from the original estimate, the
difference will affect the carrying amounts of trade receivables and
other receivables and thus the impairment loss in the period in
which the estimate is changed. The Group reassesses the impairment
allowance at the end of each reporting period. As at 31 March
2018, the aggregate carrying amounts of trade receivables and other
receivables were HK$2,392,026,000 (2017: HK$1,897,459,000).
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Significant Accounting Judgments and Estimates
(Continued)

Estimation uncertainty (Continued)

Land appreciation tax

Under the Provisional Regulations on Land Appreciation Tax (“LAT")
implemented upon the issuance of the Provisional Regulations of the
PRC on 27 January 1995, all gains arising from the transfer of real
estate properties in Mainland China with effect from 1 January 1994
are subject to LAT at progressive rates ranging from 30% to 60%
on the appreciation of land value, being the proceeds from sales
of properties less deductible expenditures including land use rights,
borrowing costs and all property development expenditures.

The subsidiaries of the Group engaging in the property development
business in Mainland China are subject to LAT, which has been
included in income tax. However, the implementation of these taxes
varies amongst various Mainland China cities and the Group has not
finalized its LAT returns with various tax authorities. Accordingly,
significant judgment is required in determining the amount of land
appreciation and its related taxes. The ultimate tax determination
is uncertain during the ordinary course of business. The Group
recognizes these liabilities based on management’s best estimates.
When the final tax outcome of these matters is different from the
amounts that were initially recorded, the differences will impact the
income tax and provisions for land appreciation taxes in the period
in which the determination is made.

Withholding tax arising from the distribution of dividends
The PRC New Corporate Income Tax Law, which became effective
on 1 January 2008, states that the distribution of dividends by a
foreign-invested enterprise established in Mainland China to its
foreign investors, from its earnings of 2008 or thereafter, shall be
subject to withholding taxes at an applicable rate of 5% or 10%.
The Group is therefore liable for withholding taxes on dividends
distributed by those subsidiaries established in Mainland China in
respect of earnings generated from 1 January 2008. Further details
are given in note 35 to the financial statements.
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Significant Accounting Judgments and Estimates
(Continued)

Estimation uncertainty (Continued)

Deferred tax assets

Deferred tax assets are recognized for unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be
recognized, based upon the likely timing and level of future taxable
profits together with future tax planning strategies. The carrying
value of deferred tax assets relating to recognized tax losses as at
31 March 2018 was HK$545,359,000 (2017: HK$425,650,000).
The amount of unrecognized tax losses as at 31 March 2018 was
HK$1,141,314,000 (2017: HK$772,673,000). Further details are
contained in note 35 to the financial statements.

Operating Segment Information

For management purposes, the Group is organized into business
units based on their products and services and has five reportable
operating segments as follows:

(@) the property development segment engages in the development
of integrated logistics and trade centers and residential and
commercial ancillary facilities;

(b) the property investment segment invests in integrated logistics
and trade centers and residential and commercial ancillary
facilities;

(c) the property management segment engages in the management
of the Group's developed properties;

(d) the E-commerce segment engages in the development, operations
and maintenance of an E-commerce platform; and

(e) the “others” segment comprises, principally, the provision of
advertising, exhibition, logistics and warehousing services,
outlet operations, micro-credit services and other services.

BEREFTHER &)

TN T RERZ @)

BELEBREE

IS FERRADEEREBRER T -
F R A RBATEEEE£RLETIEE
E BT THRRNELEHREBEENER
EREABRE AR -« RREZRHFEN
BRI AREFHIBTBIRDS - (EHEARHE -
20183 A31H » BERETEEIE M ERMNIE
AR I8 & EE W9 BR I {8 4 545,359,0007%8 70 (2017
% : 425,650,000/ 7T) © 201843 HA31H » K
R EEEA1,141,314,000/ 7T (20174 -
772,673,000 ) © sHIEER B BHmFTIFEIS ©

RESHEN
REBME - AEBRAERRRES ATH
MEISE - W ABU T REATRREEHH
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Operating Segment Information (Continued)
Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/(loss),
which is a measure of adjusted profit/(loss) before tax. The adjusted
profit/(loss) before tax is measured consistently with the Group's
profit before tax except that interest income, finance costs, fair value
gains/(losses) from the Group's financial instruments, head office,
corporate expenses and unallocated cost of sales are excluded from
this measurement.

Segment assets exclude cash and cash equivalents and other
unallocated head office and corporate assets as these assets are
managed on a group basis.

Segment liabilities exclude interest-bearing bank and other
borrowings, senior notes, medium-term notes, corporate bonds,
domestic company bonds, short-term notes, tax payables and other
unallocated head office and corporate liabilities as these liabilities are
managed on a group basis.

Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.

No geographical segment analysis is presented as the majority of
the assets and operations of the Group are located in the PRC,
which is considered as one geographical location in an economic
environment with similar risks and returns.

There were no sales to a single customer which amounted to 10%
or more of the Group’s revenue during the year ended 31 March
2018 (2017: Nil).

China South City Holdings Limited ZER3HIZRGR A 7
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

Operating Segment Information (Continued) 4, REFBER )
Year ended 31 March 2018 Property Property Property
BZ201853A31HLLFE development investment  management  E-commerce Others Total
NERR NERE NEEE ETHE Aftr &zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT TR TiEn TR TiEn TiEn
Segment revenue: HEHBA
Sales to external customers HINPEPHE 7,385,394 731,716 375,520 245,241 667,499 9,405,370
Intersegment sales PEEEE - 214,403 343,825 174,452 63,391 796,071
7,385,394 946,119 719,345 419,693 730,890 10,201,441
Elimination of interseqment sales AEEHEEHE (796,071)
Revenue WA 9,405,370
Seqment results before increase in fair value of - & Y£ A TE A
investrment properties PEER 3,301,780 532,524 145,143 243,293 305,615 4,528,355
Increase i fair value of investment properties &£ A TEEMN - 4,378,474 - - - 4,378,474
Seqment results after increase in fair value of S EYEATEL
investment properties PEbEE 3,301,780 4,910,998 145,143 243,293 305,615 8,906,829
Unallocated cost of sales APBHENA (459,176)
Interest income FIEWA 77,945
Fair value losses on held-for-trading ERHERIATEIEL
investments at fair value through profit or BEEERENATESE
loss, net FE (4,461)
Unallocated income and gains ROBMA RS 783,481
Unallocated expenses AARHET (2,226,382)
Finance costs BERKR (294,771)
Profit before tax B 6,783,465
Segment assets PREE 40,436,305 56,423,392 167,412 76,789 1,553,674 98,657,572
Reconcillation: B :
Investments in associates REERAFNRE 142,112
Unallocated assets AAREE 12,746,282
Total assets EELE 111,545,966
Segment liabilities THEE 15,594,034 8,082,782 149,545 272,118 651,634 24,750,113
Reconciliation: -
Unallocated liabiltes ANERE 50,395,099
Total liabilities BT 75,145,212
Other segment information: A HER
Depreciation e 91,370 1813 448 4,965 23,190 121,786
Corporate and other unallocated amounts ~ AAREMAAELE 8,523
130,309
Increase in fair value of investment properties  RE9EAFELN - 4,378,474 - - - 4,378,474
Capital expenditure* ERpE 1411922 316,592 399 9,019 54718 11,792,650
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4. Operating Segment Information (Continued) 4, REFBER )
Year ended 31 March 2017 Property Property Property
B22017E3A31BLERE development  investment  management  E-commerce Others Total
NEER NERE NEER ETHE Eff &3t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRL TR FER TR FER TR

Segment revenue: DA :
Sales to external customers INIRFHE 6,240,553 699,716 288,822 213,674 395,745 7,838,510
Intersegment sales HEEEE - 92,965 59,450 268,469 71,556 492,440
6,240,553 792,681 348272 482,143 467,301 8,330,950
Elimination of intersegment sales DEEEELH (492,440)
Revenue WA 7,838,510
Segment results before increase in fair value of R ENEATER M
investment properties PEEE 2,925,144 484,560 15,622 213,276 228,499 3,867,101
Increase in fair value of investment properties  RZ9EAFELN - 4,549,509 - - - 4,549,509
Segment results after increase in fair value of &M% AL
investment properties PEEE 2,925,144 5,034,069 15,622 213,276 228,499 8,416,610
Unallocated cost of sales RARHENA (356,956)
Interest income FlEMA 71,603
Fair value gains on held-for-trading BRERINATEIRL
investments at fair value through profit or }%1’&%’%& ENATERS
loss, net 5 3,770
Unallocated income and gains X“@BH&/\&HM 650,654
Unallocated expenses FOERY (1,917,949)
Finance costs BERKR (275,478)
Profit before tax AT 6,592,254
Segment assets PENEE 31,976,084 43,001,921 71,402 80,726 1,479,843 76,609,976
Reconciliation: }?ﬂf
Investments in associates REERTRRE 82,497
Unallocated assets % LBE 12,283,360
Total assets EELE 88,975,833
Segment liabilities rHEE 10,158,100 4,945,321 68,785 310,860 382,242 15,865,308
Reconciliation: i
Unallocated liabilties FORARE 44,631,134
Total liabilities BEEE 60,496,442
Other segment information: H o BEs .
Depreciation nE 98,238 1,529 376 5,243 17,651 123,037
Corporate and other unallocated amounts ~~ AFREMKAEEE 14,280
137317
Increase in fair value of investment properties &1 A TEEMN - 4,549,509 - - = 4,549,509
Capital expenditure* ERER 10,715,927 1,745 527 7853 19,912 10,745,964
*  Capital expenditure consists of additions to property, plant and o BARZBEYE - WFERRE BN HEHA
equipment, prepaid land lease payments, properties under development © - BRPMERBEVERE -

and investment properties.
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5. Revenue, Other Income and Gains/(Losses), and 5. WA - Btk ARz (BE) &

Fair value gains on Investment Properties REMERFERE
Revenue represents the net sales of completed properties, finance WWAFEIBREE£RZR T YEEEFHE  mEH
lease income, rental income, income from the provision of property EWA - FHEWA - IREDEEERBEBA - E
management services, E-commerce income and other revenue, net FTRERAREMA (FBREER R EMEE
of sales tax and other sales related tax. FERATEIE) ©
An analysis of revenue, other income and gains/(losses) is as follows: WA~ EAbA RWzs (R AITAT
For the year ended 31 March
BZE3A3MBLEE
2018 2017
Notes HK$'000 HK$'000
BiEE FET FHET
Revenue ON
Sales of properties MEHE 7,229,545 5,794,215
Finance lease income EEREWA 155,849 446,338
Rental income e WA 731,716 699,716
Property management service income VI E B RRGUA 375,520 288,822
E-commerce income BFEERA 245,241 213,674
Other revenue* Hth U A * 667,499 395,745
9,405,370 7,838,510
Other income HirA
Interest income FEW A 77,945 71,603
Government grants** BT 4R Bl %= 783,912 841,427
Others Hih 31,917 50,978
893,774 964,008
Gains/(losses) Wi ()
Gain on disposal of items of BEEDE - WE&
property, plant and equipment BRcEl e 113 -
Fair value (losses)/gains on held-for-trading ERERARAFEYERZ
investments at fair value through FHEBERENATE
profit or loss, net (B518), W - F58 (4,461) 3,770
Loss on redemption of the 2012 Notes and FBE2012FZEBR 31
2014 Notes 20145 R 2 18 (89,876) (178,317)
Gain on purchase of the 2014 Notes BE2014F 28 2 W 31 - 597
Gain on disposal of subsidiaries BEME AR 1,142 =
Exchange gains/(losses), net ER M (B1]) - 8 56,273 (64,031)
(36,809) (237,981)
856,965 726,027
Fair value gains on investment properties R&E %D FEWZE 14 4,378,474 4,549,509
* Other revenue includes amounts of HK$354,885,000 (2017: * Hth YA O B 48 BB A HT 18 & U A 354,885,000
HK$200,829,000) related to income from outlet operations and ¥ 7T (2017 € ¢ 200,829,000 7T ) KWk &
HK$218,066,000 (2017: HK$161,984,000) related to income from B % R 7% U A 218,066,000 7 7T ( 2017 4F
logistics and warehousing services. 161,984,000/ 7T) °
**  Various government grants have been received from the relevant x> AT ABERTISE T ANER - AR
government authorities to foster and support the development of BREFENEENPBEAEEENERE - Z5H
the relevant projects of the Group in Mainland China. There are no BB B RBITZ GRS AREH -

unfulfilled conditions or contingencies relating to these grants.
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6. Profit Before Tax 6.

The Group's profit before tax is arrived at after charging/(crediting):

BRI
A BATFIEE R/ GEA) FHIEA -

For the year ended 31 March

BZE3A3MBLEE
2018 2017
Notes HK$'000 HK$'000
P s FTHET FHTT
Cost of properties sold A7 ESD PN 4,024,550 3,107,738
Cost of properties held for finance lease R E T E Y ZE AN 59,064 207,671
Depreciation g 13 131,147 138,630
Less: Depreciation capitalized in respect of & : FtEEPWER
properties under development BR(LITE (838) (1,313)
130,309 137,317
Amortization of prepaid land lease payments B + i HH F £ 4 4% 16 28,269 27,020
Minimum lease payments under operating =+ S 257 2 T B AR &
leases in respect of land and buildings and ~ FAE& THHEHRS
vehicles 11,732 10,008
Auditor’s remuneration 1% 8K M M 4,220 4,100
Employee benefit expense (including Directors’ {& & & 75 5 (B #E
remuneration): BEEHM) -
Wages and salaries* TENGE* 746,465 711,042
Equity-settled share option expense LA BB IRER 42,065 30,612
Pension scheme contributions RIRSEEIHR 106,144 104,741
894,674 846,395
Provision for impairment of trade FEWE SR BB B B~
receivables** 24 112,134 73,885
Provision for impairment loss of AHEHEESRIEE
available-for-sale investments* * DENISE L= 19 175,500 =
Gain on disposal of subsidiaries BEMBARKE (1,142) —
(Gain)/Loss on disposal of items of property, HEWE « HER
plant and equipment FEER (W), B (113) 1,708

* Included an amount of HK$71,569,000 for the year ended 31 March
2018 (2017: HK$89,885,000), which was capitalized under properties
under development.

** Included in “Other expenses” in the consolidated statement of profit or
loss.
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7.

Finance Costs 7.
An analysis of finance costs is as follows:

BB A
BMERAZSHTIT

For the year ended 31 March

HE3IAMBLEE
2018 2017
HK$'000 HK$'000
FET FHTT
Interest on bank and other borrowings (including RITRAMEENE(BEEL
senior notes, medium-term notes, corporate bonds, =i REIERE  DEEA
domestic company bonds and short-term notes) BARRES REHARES) 2,209,896 2,061,894
Less: Interest capitalized B BARMERLR (1,915,125) (1,786,416)
Total #Et 294,771 275,478
Directors’ Emoluments 8. EEM=

Directors’ remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange (the “Listing Rules”), section 383(1)(a), (b), (c) and (f) of
the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is

RIEBBHTES MR EmRA)) - &
B RMEDIZ2383(1)a), (b), ()R ()R E] (4
BEEFRHEHROIE2N  RAEENES
BB BENT

as follows:
For the year ended 31 March
BZE3ABLEE
2018 2017
HK$'000 HK$'000
FET FHET
Fees e 3,591 4,640
Other emoluments: Hinfis -
Salaries, allowances, and benefits in kind e L REWET 23,602 18,150
Performance-related bonuses* B 2R IR MR TEAL* 38,642 32,576
Equity-settled share option expense R GEE N ERER S 34,366 12,102
Pension scheme contributions RIRESET IR 73 54
100,274 67,522

* Certain Executive Directors of the Company are entitled to performance
based bonus payments which are determined as a percentage of the
Group's consolidated net profit attributable to owners of the parent
excluding fair value gains on investment properties and related tax
effects, provision for impairment loss of available-for-sale investments
and loss on redemption of senior notes (in addition to any discretionary
bonus (if any)) of the financial year.

* ARRETHTERARUEUZZ B HFEN AR
SAREMEATERERABRETE - A
EERRAREERNELEARENEENE
RAGEE ARMEFMNEB D LEEERKRZIE
A(BREMBRBREL(E)) -
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8. Directors’ Emoluments (Continued)

(a) Independent Non-executive Directors
The fees paid to Independent Non-executive Directors during

the year were as follows:

8. EEM<ewm
(a) BIAEHITES
ERNNFBIIENTESORSIT

Equity-settled
share option

Fees expense Total

DREREREN
we BB R ast
HK$'000 HK$'000 HK$'000
FHET THET THET

2018 20184

Leung Kwan Yuen Andrew REE 380 - 380
Li Wai Keung =X 380 - 380
Hui Chiu Chung EECEY 380 - 380
Yung Wing Ki Samuel Aok E 380 - 380
1,520 - 1,520

Equity-settled

share option
Fees expense Total

AR AR
akn R RER 2 #Et
HK$'000 HK$'000 HK$’000
T THETT THETT

2017 20174

Leung Kwan Yuen Andrew REE 380 - 380
Li Wai Keung ER 380 = 380
Hui Chiu Chung EECEY 380 = 380
Yung Wing Ki Samuel BoKHE 380 - 380
1,520 - 1,520
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8. Directors’ Emoluments (Continued) 8. EEME=w
(b) Executive Directors and Non-executive (b) HITEERFHTES
Directors
Salaries, Equity-
allowances,  Performance- settled Pension
and benefits related  share option scheme
Fees in kind bonuses expense  contributions Total
e 28R BREMN  UERLEN BG5S
e BENER :prAAN BRERX #5% -
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThR THT THERT TERL FER TER
2018 2018%
Executive Directors: BiTES:
Cheng Chung Hing BiINE - 5,850 15,921 - 18 21,789
Leung Moon Lam* I - 503 - - 3 506
Fung Sing Hong Stephen BEM = 6,800 11,941 26,255 18 45,014
Song Chuan* F|x - 9,086 7,700 8111 17 24914
Cheng Ka Man Carman* LY - 1,363 3,080 - 17 4,460
- 23,602 38,642 34,366 73 96,683
Non-executive Directors; FBRITES
Ma Kai Cheung SNE 807 - - - - 807
Sun Kai Lit Cliff* AT etl 216 - - - - 216
Ma Wai Mo* EER 216 - - - - 216
Cheng Tai Po iy 680 - - - - 680
Leung Moon Lam* Zimth 152 - - - - 152
Lin Ching Hua** MR+ - - - - - -
2,071 - - - - 2,071
2,071 23,602 38,642 34,366 73 98,754
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8. Directors’ Emoluments (Continued)
(b) Executive Directors and Non-executive

Directors (Continued)

8. EEM<Ew®m
(b) BITEERFHTEE »)

Salaries, Equity-
allowances,  Performance- settled Pension
and benefits related share option scheme
Fees in kind bonuses expense  contributions Total
e EHR BRBAN  NEREEN fihestal
ik ENER OREZAN BIRER it @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TR TEL THT TATL TR
2017 20174
Executive Directors: BITES:
Cheng Chung Hing ENNE = 5,850 14,478 = 18 20,346
Leung Moon Lam* Y - 5,500 7,239 - 18 12,757
Fung Sing Hong Stephen BEM - 6,800 10,859 12,102 18 29,779
- 18,150 32,576 12,102 54 62,882
Non-executive Directors; FHITES
Ma Kai Cheung SNE 1,080 - - - - 1,080
Sun Kai Lit Cliff* FRIZL 680 - - - - 680
Ma Wai Mo* e 680 - - - - 680
Cheng Tai Po Ly 680 - - - - 680
Lin Ching Hua** pySt Al - - - _ _ _
3,120 - - - - 3,120
3,120 18,150 32,576 12,102 54 66,002

**

On 4 May 2017, Mr. Leung Moon Lam was re-designated
from an Executive Director to a Non-executive Director of the
Company, and Mr. Song Chuan and Ms. Cheng Ka Man Carman
have been appointed as Executive Director of the Company.
On 25 July 2017, Mr. Sun Kai Lit Cliff, Dr. Ma Wai Mo and Mr.
Leung Moon Lam have resigned as Non-executive Director of the
Company.

Mr. Lin Ching Hua, a Non-executive Director of the Company,
has voluntarily decided not to receive any director’s emolument in
the future from the Company since his appointment on 28 June
2014, including a director’s fee of HK$380,000 per annum. Apart
from this, there was no arrangement under which a director
waived or agreed to waive any remuneration during the year.
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o

Five Highest Paid Employees 9.
The five highest paid employees during the year included three
(2017: three) Directors, details of whose remuneration are set out

in note 8 above. Details of the remuneration of the five highest paid
employees for the year are as follows:

hfuEEFAL

£ A REHERSNRE=REE(017
F:=4) EMEEMR EXMES - FRE
EREFREMSOEMT

For the year ended 31 March

BZ3A31BLLEE
2018 2017
HK$'000 HK$'000
FET FAET
Salaries, allowances and benefits in kind e ERLREYER 27,690 23,762
Performance-related bonuses ERIFBNIRTELL 37,768 37,172
Equity-settled share option expense LARE 2 4 B ) RE AR T <2 36,985 15,099
Pension scheme contributions RINEFTEI R 89 54
102,532 76,087

The number of the five highest paid employees whose remuneration
fell within the following bands is as follows:

NFUTHENAEESHEEABNT :

Number of employees

BEAH

2018 2017

HK$5,000,001 to HK$10,000,000 5,000,001 T2 10,000,000 7T 2 2
HK$10,000,001 to HK$20,000,000 10,000,001 7220,000,00048 7T - 1
HK$20,000,001 to HK$30,000,000 20,000,0017#7T.230,000,0007% 7T 2 2
HK$30,000,001 to HK$40,000,000 30,000,0017# 7T 540,000,000 7T - -
HK$40,000,001 to HK$50,000,000 40,000,001# 7T 250,000,000/ 7T 1 =
5 5

During the year and in prior years, share options were granted to
non-director, highest paid employees in respect of their services to
the Group, further details of which are included in the disclosure in
note 37 to the financial statements. The fair value of those options,
which is recognized in the statement of profit or loss over the vesting
period, was determined as at the date of grant and the amount
included in the financial statements for the current year is included
in the above five highest paid employees’ remuneration disclosures.

FANARFEE FEERESFHREREREFAAN
SERM REMERBEGE - HE—TFER
R EIHRERM 37 - ZFBRBHAFHEER
BEUFNMERRER) TRELEHEE -
FNANFEMBRENESECRER LXAER
SHEEMENREER -
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10. Income Tax
Hong Kong profits tax has been provided at the rate of 16.5% (2017:
16.5%) on the estimated assessable profits arising in Hong Kong
during the year. No provision for Hong Kong profits tax has been
made as the Group had no assessable profits arising in Hong Kong
during the year (2017: Nil).

Taxes on profits assessable in Mainland China are calculated at the
rates of tax prevailing in the provinces in which the Group operates.

Under the relevant income tax law, the PRC subsidiaries are subject
to corporate income tax (“CIT") at the statutory rate of 25% (2017:
25%) on their respective taxable income during the year.

The PRC LAT is levied at progressive rates ranging from 30% to
60% on the appreciation of land value, being the proceeds from the
sale of properties less deductible expenditures including land costs,
borrowing costs and all property development expenditures.

The major components of income tax expenses for the year are as
follows:

10. FTEHE
FA - RBEBEENGSHERBRFTH1Z16.5%
(20174 : 16.5% ) MITEEEHR - FA - AR
SEBEREESHERTEIE MU ETIEE
ERBRH (20174 « ) -

o B A M R R BB T e 4 P A
EIMBITRIREHE o

BIEREAERE R dENBARARS
B FERBUAIRETE B 25% (20174 : 25%)
BN ZEFTSHEL -

fhE IS E B IR 30% E60% N5 K 2R X
M EE (BB EERIER B E LK
K BERA KB YEE R ENR AR
sk ) IEE R -

FA - ASHAXEIERSWT

For the year ended 31 March

HE3IAMBLEE

2018 2017

Note HK$'000 HK$'000

PiiEE FHER FAT

Current — Mainland China BIEA — rh IR B 920,093 535,734
LAT in Mainland China AR B K [ + b 38 (E 687,487 499,504
Deferred Mainland China corporate income tax  #EFEFR B A FE(D 2 PR 155 35 673,553 1,234,054
Total tax charge for the year FERHIAS N 1A 2,281,133 2,269,292
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BB IR M T (4R

31 March 2018 201843 H31H

10. FTBH (&)

10. Income Tax (Continued)

A reconciliation of the tax expense applicable to profit before tax at
the statutory rate to the tax expense at the Group'’s effective income

tax rate is as follows:

T

FORTE MR G BB AR AT B RO IR R S 2%
AREREAE R BRI R E RO BIR R S SRR

For the year ended 31 March

BZE3A3MBLEE
2018 2017
HK$'000 HK$'000
FTHET FHTT
Profit before tax TR 6,783,465 6,592,254
Tax at the statutory tax rate of 16.5% 1£16.5% M ETERTIE 1,119,272 1,087,722
Higher tax rates enacted by local authorities b T HERA ) E R S R 608,503 561,293
Income not subject to tax BAGHBKA (54,522) (4,146)
Expenses not deductible for tax AR 87,768 150,390
Tax losses utilized from previous years HABTFEMTRIEESE (4,041) (1,875)
Tax losses not recognized RIERBIEE B 68,017 52,360
LAT THBER 687,487 499,504
Tax effect of LAT TR ET TSR (171,871) (124,875)
Adjustments in respect of current tax of BT FEBIEFR
previous years 723 2,600
Effect of withholding tax on the distributable RAREBE RN RWE QRN
profits of the Group’s PRC subsidiaries “ﬁﬂﬂﬂﬁﬁu CREN
SR E (60,203) 46,319
Tax charge at the Group's effective rate BRAREEBRTEGER
HIASE H 2,281,133 2,269,292
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

11.

12.

Dividend

11.

IR

For the year ended 31 March

BZE3A3MALEE
2018 2017
HK$’000 HK$'000
FET FAT
Proposed final dividend (with scrip option) — HK5.0  iZzx RIS (M A AR BiE
cents per ordinary share (2017: HK5.0 cents ) gLk
per ordinary share) 5.0/81L(20174F : &%
Z AR5, 078 1L) 400,479 400,316

The proposed final dividend is subject to the approval of the
Company's shareholders at the forthcoming annual general meeting.

Earnings Per Share Attributable to Ordinary
Equity Holders of the Parent

The calculation of the basic earnings per share is based on the profit
for the year attributable to ordinary equity holders of the parent, and
the weighted average number of ordinary shares of 8,007,198,026
(2017: 8,006,206,931) in issue during the year.

The calculation of the diluted earnings per share is based on the
profit for the year attributable to ordinary equity holders of the
parent. The weighted average number of ordinary shares used in the
calculation is the number of ordinary shares in issue during the year,
as used in the basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been issued at
no consideration on the deemed exercise or conversion of all dilutive
potential ordinary shares into ordinary shares.

China South City Holdings Limited ZER3HIZRGR A 7
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EEREAREERERFEAZS
2R
EREAEFDRESQAREBRERZEEA
FEAEF AFE & F RN E #178,007,198,026 %
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

12. Earnings Per Share Attributable to Ordinary 12.

Equity Holders of the Parent (Continued)
The calculations of basic and diluted earnings per share are based

REREBAREEREREFEAZE
BREBF (&)
SREAREERFINTEHER

on:
For the year ended 31 March
BZ3A3MBLLEE
2018 2017
HK$°000 HK$'000
FHET FAT
Earnings 7
Profit attributable to ordinary equity holders of the ARG EERERREERF
parent, used in the basic and diluted earnings per R REEBREREE A
share calculation FE(E R 4,511,679 4,322,626
Number of shares
B
2018 2017
Shares iidvi)

Weighted average number of ordinary shares in issue  FARFTEFREAEFZ
during the year used in the basic earnings per share FREBEITEBRM

calculation hnES5 £ 8,007,198,026  8,006,206,931
Effect of dilution — weighted average number of HERE TR T

ordinary shares:
Share options R

22,635,257 4,562,237

8,029,833,283 8,010,769,168
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

13. Property, Plant and Equipment

13. ¥1% - BERZRE

Furniture,
fixtures
and
Buildings equipment  Motor vehicles Total
B
g7 RERRE "E b
31 March 2018 2018%3A318 Notes HK$'000 HK$'000 HK$'000 HK$'000
i3 TR FhR TR TEL
At1 April 2017 R017F4A18 -
Cost A 1,706,052 202,401 83,597 1,992,050
Accumulated depreciation 2itE (339,546) (141,175) (56,420) (537,141)
Net carrying amount REFE 1,366,506 61,226 27,171 1,454,909
At 1 April 2017, net of accumulated depreciation 720174818 » IR 25t E 1,366,506 61,226 2,171 1,454,909
Additions nE 27,891 18,141 4310 50,342
Transfer from properties under development ERAERTNE 15 244,017 - - 244,017
Disposals & (10,857) (19,004) (4,084) (33,945)
Depreciation provided during the year FERERE 6 (115,581) (9.212) (6,354) (131,147)
Exchange realignment A% 157,200 6,008 2,403 165,611
At 31 March 2018, net of accumulated depreciation 7201838318 » B4k B5HH7E 1,669,176 57,159 23452 1,749,787
At31 March 2018: #2018%F3A31A :
Cost A 2,168,145 223,246 91,960 2,483,351
Accumulated depreciation ZHTE (498,969) (166,087) (68,508) (733,564)
Net carrying amount REFE 1,669,176 57,159 23,452 1,749,787

China South City Holdings Limited ZER3HIZRGR A 7



NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

13. Property, Plant and Equipment (Continued)

13. 1% - BERRE®)

Furniture,

fixtures

and
Buildings equipment  Motor vehicles Total

B
BT )G nE @t
31 March 2017 2017%3A318 Notes HK$'000 HK$'000 HK$'000 HK$'000
153 Ti5n THx Fi5n TATL

At 1 April 2016: 20164718 :
Cost A 1,648,029 191,041 95,342 1,934,412
Accumulated depreciation 2itiE (257,837) (116,222) (53,198) (427,257)
Net carrying amount EREE 1,390,192 74,819 42,144 1,507,155
At 1 April 2016, net of accumulated depreciation 78201654518 » BHRZ5HIE 1,390,192 74,819 42,144 1,507,155
Additions NE 9,392 25,920 3,972 39,284
Transfer from properties under development ERAERTNE 15 153,687 - - 153,687
Disposals LE (869) (2,159) (10,506) (13,534)
Depreciation provided during the year FERERE 6 (99,583) (32,785) (6,262) (138,630)
Exchange realignment A% (86,313) (4,569) 2,171) (93,053)
At 31 March 2017, net of accumulated depreciation 12017433318 + Bk Zit47E 1,366,506 61,226 2177 1,454,909
At31 March 2017: M2017%3A318 :

Cost B 1,706,052 202,401 83,597 1,992,050
Accumulated depreciation ZitHE (339,546) (141,175) (56,420) (537,141)
Net carrying amount REFE 1,366,506 61,226 27,177 1,454,909
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

13. Property, Plant and Equipment (Continued) 13. ¥ - RERREB®

Certain of the Group’s buildings with an aggregate carrying value
of approximately HK$732,660,000 as at 31 March 2018 (2017:
HK$416,046,000) were pledged to secure general banking facilities
granted to the Group (note 29).

As at 31 March 2018, certificates of ownership in respect of certain
buildings of the Group in the PRC with an aggregate carrying value
of approximately HK$1,235,520,000 (2017: HK$1,091,174,000) had
not been issued by the relevant PRC authorities. The Group is in the
process of obtaining the relevant certificates of ownership.

R2018F3A31H ' "EEEEBLEY
732,660,00078 7t (20174 : 416,046,00075 7T )
HETEFERMEAREBER —RIRITHE
RIHELR (FI3E29) -

#2018F3A31H + AEBEN T HETAES X
491,235,520,00078 7t (20174 : 1,091,174,000
BID) A TEFAREMBATBEKEE L mERE
#F o NEFEIFEERRBABRERS

14. Investment Properties 14. REYE
2018 2017
Notes HK$°000 HK$'000
P sE FTHET FET
Carrying amount at the beginning of year FUMEREE 42,191,542 34,814,188
Additions NG 266,742 263,180
Transfer from properties under ERAEEDYE
development 15 3,149,463 2,591,775
Transfer from completed properties EEE IR T E
held for sale HEME 1,046,404 2,495,481
Transfer to completed properties held for sale  #EHEZE % TS /ERS &M (7,752,240) (254,860)
Net gain from a fair value adjustment N EFHEF R R 5 4,378,474 4,549,509
Exchange realignment BEE 3, FAEE 4,854,658 (2,267,731)
Carrying amount at the end of year FRMERERE 48,135,043 42,191,542

The Group’s investment properties were revalued on 31 March
2018 by Savills at RMB38,501,874,000 (equivalent to approximately
HK$48,135,043,000) (2017: RMB37,413,800,000 (equivalent to
HK$42,191,542,000)), on an open market, existing use basis.

The Group's investment properties with an aggregate carrying value
of approximately HK$22,399,725,000 as at 31 March 2018 (2017:
HK$21,221,695,000), were pledged to secure general banking
facilities granted to the Group (note 29).

The Group's investment properties with an aggregate carrying value

of approximately HK$42,381,123,000 as at 31 March 2018 (2017:
HK$35,866,724,000), are subject to sales restriction (note 1(iv)).

208  china South City Holdings Limited # &R ER A &

F-RKTFEHEHN2018F3IANBHEMBAK
SENREDE  EARAMBRERAEE
EWEEB AR 38501,874,000 7T (%
%) 48,135,043,000 8 7L (2017 F : AR
37,413,800,000 7T (FHE 7 4942,191,542,0007%8%
JL)) e

R2018F3A31H  AEEEELEY
22,399,725,0005 7t (20174 : 21,221,695,000
BT MR EYECEIERAREBER IR
TRVE MR (MI3E29) o

MR2018F3A31H  AEEKEEMABEY
42,381,123,0007% 7t (20174 : 35,866,724,000
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NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

14. Investment Properties (Continued)

The Group's investment properties consist of trade centers,
commercial and other ancillary facilities in Mainland China.
The Group’s investment properties were revalued on 31 March
2018 based on valuations performed by Savills, an independent
professional qualified valuer, at HK$48,135,043,000 on an open
market, existing use basis. Each year, the Group’s management
decides to appoint which external valuer to be responsible for the
external valuations of the Group’s properties. Selection criteria
include market knowledge, reputation, independence and whether
professional standards are maintained. The Group's finance
department has discussions with the valuer on the valuation
assumptions and valuation results twice a year when the valuation is
performed for interim and annual financial reporting.

Fair value hierarchy
The following table illustrates the fair value measurement hierarchy
of the Group's investment properties:

14. REWZE @)
AEENIEENEBREREORSF 0 - BE
REMEER - BRI —RBETEXESERMGHE
B EE— AT HEHTETHGE - AEENIREY
¥M2018F3 A3 1 HMR ARMIZHEA AGEE
E(H{E{EE48,135,043,000/8 7T - AEERERE
EBEFRELZTATHAEBYEETINGDGE
BISNER A {ERT AR - ERRERIEETISAE B
B @ AREEEFESERTE - P E KL
FEMBEREEITEER - AN B &I 530
ERMFFRAERZREEERETRRR

DR EER
AEBRAMENATEFRBABRNTE |

Fair value measurement
as at 31 March 2018
using significant
unobservable inputs

(Level 3)
20183 H31H
FERERFTITHRETE
WATEE
(5B34%)
HK$'000
FAT
Recurring fair value measurement for: BMUTEENLE AT ERTE
Trade centers, commercial and RGP~ BER
other ancillary facilities Hib =R 48,135,043
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

14. Investment Properties (Continued) 14. REWZE @)

Fair value hierarchy (Continued)

AT EREHK @)

Fair value measurement
as at 31 March 2017
using significant
unobservable inputs
(Level 3)
72017638318
FRAEARTATBELE
HAFEE

(%E34%)

HK$'000

FHET

Recurring fair value measurement for: BUTEENLEER

Trade centers, commercial and RBHFD - BER
other ancillary facilities HAb L ER

FiERE -

42,191,542

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3
(2017: Nil).

Below is a summary of the valuation technique used and the key
inputs to the valuation of investment properties:

FR o BIUREF 2R 2EREEERNFER
ENER  F3IRNEQATFEHAEEAREL
(20174 + &) -

UTREENEGEMANBERTEEIETE
HIBEE

Significant
Valuation technique unobservable inputs Range
fRIER T ERFTEERE gE
As at As at
31 March 2018 31 March 2017
R2018%F3H31H M20174F3H31H
Trade centers, commercial and  Income capitalization Market unit rental rate 27-154 27-149
other ancillary facilities method (RMB/sg. m./month)
REHL - EER WABARE TS EMEE
Hib il E& (AR¥,/FHAK/R)

Capitalization rate

BAfE®

3.00%-8.25% 3.00%-8.25%

210  china South City Holdings Limited # &R ER A &



NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

14.

15.

Investment Properties (Continued)

Fair value hierarchy (Continued)

The fair values of investment properties are determined principally
using the income capitalization method by capitalizing the rental
income derived from the existing tenancies with due provisions for
the reversionary income potential of the properties. The fair value
measurement is positively correlated to the market unit rental rate
and negatively correlated to the capitalization rate. For the portions
which were under construction, the expended construction costs
and the costs that are expected to be expended to complete the
properties have also been taken into account in arriving at their fair
values.

14. REWE (®)

VNS SEN=F N E )
REYMENFETERBABNMOEET « 7%
SR ARERENRESUAEAL - TRy
MBI AR IR A SHRE S S - AT E R R
TSR IEL B RERMEERRLL - BIEER
B2 ES - AT ATER - B EMRERA
R ER BB IE B B IS S SR AN E M E B AT
pqo

Properties Under Development 15. BRFYI%
2018 2017
Notes HK$'000 HK$'000
P s FHET FAET
Carrying amount at the beginning of year FHREEMEE 4,493,810 4,252,854
Additions NE 11,475,566 10,232,858
Transfer to property, plant and EEEYE -
equipment = N & 13 (244,017) (153,687)
Transfer to investment properties BB EIEYE 14 (3,149,463) (2,591,775)
Transfer to prepaid land lease payments EREFEREMN AR 16 (196,745) (31,564)
Transfer to completed properties held for sale  B## % 2% TI5(E
and properties under development HEMFERERPFE
held for sale HEME (9,308,198) (6,694,359)
Transfer to properties held for finance lease EREmEREmE = (282,736)
Exchange realignment B 5 = 380,292 (237,781)
Carrying amount at the end of year FROREE 3,451,245 4,493,810

Certain of the Group’s properties under development with an
aggregate carrying values of approximately HK$2,251,941,000 as at
31 March 2018 (2017: HK$614,012,000), were pledged to secure
general banking facilities granted to the Group (note 29).

The government grants of approximately RMB272,491,000
(equivalent to HK$321,321,000) (2017: RMB1,043,679,000
(equivalent to HK$1,203,258,000)), which were provided by the
local government authorities to support infrastructure construction
and development activities in connection with the Group’s property
development projects and were previously deducted from the
additions of properties under development, have been credited to
the cost of properties sold during the current year.

R2018F3A31H  AEEEEBLEY
2,251,941,000/8 7T(20174F : 614,012,000 7T)
METERRTIMECEFEAREEER —RIR
TTREE BV HEIR (FF5E29) o

4N R #272,491,0007T (F8572321,321,0007%8
70) (20174 © AFR#1,043,679,0007T (FEE R
1,203,258,000/ 7)) A 7 BUN#EERR (- &
EREBMERRIEEPHEBNERERIER
BRETBIRME S FHNETMEEL - WRLARIEER
ERRPVEFNG  MEFARESEMERE
ek -
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NOTES TO FINANCIAL STATEMENTS (Continued)

BB IR M T ()

31 March 2018 201843 H31H

16. Prepaid Land Lease Payments

16. AN T HES

2018 2017
Notes HK$°000 HK$'000
P sE THET BT
Carrying amount at the beginning of year FUHEREE 1,173,128 1,019,969
Additions NE - 210,642
Transfer from properties under development — & BE R R 15 196,745 31,564
Recognized during the year FARER 6 (28,269) (27,020)
Exchange realignment [ 5 FgEE 135,893 (62,027)
Carrying amount at the end of year FIRREREE 1,477,497 1,173,128
Current portion included in prepayments, FTATENFUE - B Rk
deposits and other receivables H A EMGRIER BVEE o (28,269) (27,020)
Non-current portion FERNERFL 7> 1,449,228 1,146,108
17. Goodwill 17. B2

HK$'000
FAT

At 31 March 2017 and 31 March 2018: M2017F3A31HK%2018F3A311 :
Cost B 54,194
Accumulated impairment ZERE (20,066)
Net carrying amount BREVFEE 34,128

China South City Holdings Limited ZER3HIZRGR A 7
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31 March 2018 201843 H31H

17. GOOdWi”(Continued) 17. %%(@)

Impairment testing of goodwill

Goodwill acquired through business combinations have been
allocated to the hotel cash-generating unit and the property leasing
operation cash-generating unit for impairment testing.

° Hotel cash-generating unit; and
° Property leasing operation cash-generating unit

The carrying amount of goodwill allocated to each of the cash-
generating units is as follows:

AERERR
BREBARBNREC PEEBENRESE
BN EMERELENREEEEMIERER
o JEEMRESELBMN K
o YEHERENHSELEMN

PERBREELENNHEREENT

Hotel Property leasing operation Total
BIE MERERE ok
2018 2017 2018 2017 2018 2017
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THRT TR TR FET TR TR
Carrying amount of goodwill  FEZEEEE - - 34,128 34,128 34,128 34,128

The Group has leased its hotel properties to an independent party.
Full impairment loss of HK$20,066,000 was provided on the
goodwill related to the hotel operation of the Group in the previous
year.

The recoverable amount of the property leasing operation
cash-generating unit is determined based on a value-in-use
calculation using cash flow projections based on financial budgets
approved by senior management covering a five-year period.

The key assumptions adopted on the growth rate and discount rate
used in the value-in-use calculation are based on management'’s
best estimates. The growth rate of 5% is determined by considering
both internal and external factors relating to the property leasing
segment and does not exceed the average long-term growth rate
for the relevant industry. The discount rate applied to the cash flow
projections is 15%, which is before tax and reflecting specific risks
relating to the relevant units.

Management believes that any reasonably possible change in the
key assumptions on which the recoverable amounts of goodwill are
based would not cause the carrying amounts of goodwill to exceed
their recoverable amounts.

AEEEHAEBEMETF —EBLE=H - §
A EBMEE L ENEEBEURIFEERRT
FEBRREEIE - ©%8/420,066,00078 7T °

MEEELENRSEE BRI KEISFEE A
EBEFEAREE - Lt EAERARREREL
ERMAFNMBRELSREENRERERR -

BEFEEPHERELFRERANEIERE
ERAEEENRERRAELE - S%RNEBERXZ
ZEARYERED MR RINEE R MEEE
YA EBaRESELSUEMIITEZRAT
EIREE - RRANRESRERNORREL
15% @ RRRREELBMFERR

EEEREHENREOSENIERR  WEE
EEUENFRENRE - IS RHEREEX
REF OS5
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

18.

Investments in Associates 18. REtE DA RINIRE
2018 2017
HK$'000 HK$'000
FHT FAT
Due from associates JrE UK B N )RR 142,112 82,497
The amounts due from associates included in investments in FT A _E AR B 25 N B B8 & Y FE UK 2 B FRIE

associates above are unsecured, interest-free and are not expected
to be repaid in one year.

N
REER 2R REHTEE-FAEE -

Particulars of the associates are as follows: BEEARFIROT ¢
Nominal value of Percentage of equity
Place of issued and fully paid- attributable
registration and up  Dateof to the Group
Names business registered capital  registration as at 31 March Principal activities
3A31R
BRITRER REEER
£ ERREEHS dfErEE ZRAH BEAIM IEXH
2018 2017
% %
China South Intimex Technology (Shenzhen) PRC/Mainland China RMB10,000,000 18 January 2004 30 30 Website and software development

Co, Lid. REMEAE  AKH100000007 18012004 E N
ERREMR (DI ERAA
Harbin Huayilong Fur Market Co., Ltd. PRC/Mainland China RMB21,000,000 17 January 2014 25 25 Property leasing
RRRERRREANARLA REMEAE  ARK21,000000 17012014 IES il
The associates have a financial year end of 31 December. The R AR HRERETIEZEI2A3IALE - &6

consolidated financial statements are adjusted for the material
transactions between the associates and the group companies
between 1 January and 31 March annually.

The associates have been accounted for using the equity method in
these financial statements.

The Group has discontinued the recognition of its share of losses
of the aforesaid associates because the share of losses of these
associates exceeded the Group’s interest in the associates and the
Group has no obligation to take up further losses. The amounts
of the Group's unrecognized share of losses of these associates
for the current year and cumulatively were HK$8,311,000 (2017:
HK$7,280,000) and HK$39,685,000 (2017: HK$31,374,000),
respectively.

China South City Holdings Limited ZER3HIZRGR A 7

B REMEF1A1BE3A31 HEEBE A A)
WMEFEKE AR ZENERRZELARE -

AN R T A AR FEM WA AR ©

AEEBE AR 2 BB 2 BB AL ENEE QR
RIRE RAE B ER AR EMETE - FTAR
EBEDFIFERES WA LS R RNEE ZE
B AEBNAFE R BT WERRZ BIRHE
NAEIZEESEDR58,311,00087T (20174 -
7,280,000 7T ) 5 39,685,000/ JT (2017 4 :
31,374,000/ 7T) ©
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31 March 2018 201843 H31H

18.

19.

20.

Investments in Associates (Continued)
The following table illustrates the aggregate financial information of
the Group'’s associates:

18. REAE DN AIMIRE (@)

TRITHESEAEERE R RN EERGE

2018 2017

HK$'000 HK$'000

F&T T

Assets BiE 15,636 9,270
Liabilities BE 145,531 94,646
Revenue WA 9,294 12,941
Loss 518 (33,243) (29,119)

Available-for-sale Investments 19. JHHESRIKRE

2018 2017

HK$'000 HK$'000

F&T FET

Unlisted equity investments, net I LmERRE  JFEE 138 175,512

As at 31 March 2018, unlisted equity investments with a total
carrying amount of HK$138,000 (2017: HK$175,512,000) were
stated at cost less impairment because the range of reasonable fair
value estimates is so significant that the Directors are of the opinion
that their fair value cannot be measured reliably. The Group does
not intend to dispose of them in the near future.

During the year, the Group carried out reviews of an unlisted equity
investment in Makepolo Inc. which has been persistently making
losses. An impairment loss of HK$175,500,000 in relation to the
available-for-sale investment was recognized in “Other expenses” in
the consolidated statement of profit or loss (note 6).

i 7 BR M 42 (& 5 138,000 7 7T ( 2017 £ -
175,512,000 T) A L E SN EN G
AFEGHEER  BEEERAEEQATFETR
BeRISEMETE - BN 201843 A31 BIRAUARIE
BERTE - AEETEZRARTABRKHENSE
A o

RAEE - AEREHRHEBERNIE LHERR
B-BRREETES AR ESRIER
fEI{E175,500,000/8 7T 2 5T e R BB A AL 7T A LR
BRERAR EMFHAX EAPTEES)

Other Long-term Receivables 0. Ht REAEWRIA
2018 2017
HK$'000 HK$'000
FHET FAT
Finance lease receivables* MEHE R FIE = 1,105
Other long-term receivables Hh R B pE W aE 15,684 4,821
15,684 5,926
*  The balance represents entrusted loans provided by the Group to * HEREREEREMENRERE - BB DR

lessees through Shanghai Pudong Development Bank in connection
with the finance lease of its properties. The finance lease receivables,
which bear interest at rates ranging from 6.534% to 8.613% per
annum, are repayable by monthly installments within 10 years. The
carrying amounts of the finance lease receivables approximate to
their fair values. The amount of the current portion of the finance
lease receivables as at 31 March 2018 was HK$3,041,000 (2017:
HK$3,438,000) which was included in prepayments, deposits and other
receivables (note 25).

RERRITAABAREHEZTER - MEHE
FEU R IHIZE RN F-6.534% £8.613%+ &
WAMOFANET A D HIEE - iEAERKEIE
FARE(E R E QN FEEE - H201843A318 -
BE TS YR ERM BN 205 4 %8 43,041,000
77T (20174F © 3,438,000/ 70) W B 5t AT K
18 - e REMEYGEIE(FTEE25)
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

21. Deposits Paid for Purchase of Land Use Rights 21. BE+#hEFAERYESZFHNERS
and Property

The balance represents deposits paid for acquisitions of land use A ERETE R B K B U B M SR A (S R R 2 )
rights for parcels of land and property in Mainland China. The ¥ RES - BE T MFERERYES N
carrying amounts of the deposits paid for the purchase of land use REHREEEE N FERES -

rights and property approximate to their fair values.

22. Properties Held for Finance Lease and Sale 22. BERmEHEREEYWE
2018 2017
HK$'000 HK$'000
FHET FHTT
Completed properties held for finance lease FRIEREREYE 333,514 305,240
Completed properties held for sale BEHER TS 20,831,313 11,861,981
Properties under development expected to be TEEIREE & EREA
completed within the normal operating cycle B TRERRERYE 17,276,704 11,985,452
38,108,017 23,847,433
Properties under development expected to be BRPYEBEHRT N
completed and ready for sale AI{ESHE
Within one year —FR 6,954,970 5,452,105
Beyond one year — 1% 10,321,734 6,533,347
Total #HiE 17,276,704 11,985,452
Certain of the Group’s properties held for finance lease and RBEERE - ARBENETHEREHREY
properties held for sale with aggregate carrying values of ¥ NEEHEESYWERTALE S R A40,778,000
HK$40,778,000 (2017: Nil) and HK$6,352,132,000 (2017: B7c (2017 ¢ #) }6,352,132,000/8 7T (2017 -
HK$2,922,085,000) at the end of the reporting period, respectively, 2,922,085,0007% 1) B IR E A AL BER —%
were pledged to secure general banking facilities granted to the RITREE RO HEIR (BH7329) ©

Group (note 29).

23. Inventories 23. &
2018 2017
HK$'000 HK$'000
FET FHET
Finished goods X 177,095 137,555
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31 March 2018 201843 H31H

24. Trade Receivables

24. EWWE B ERR

2018 2017

HK$°000 HK$'000

FET FHET

Trade receivables EUE 5 R 1,598,286 1,534,478
Impairment NERIE] (412,908) (296,250)
1,185,378 1,238,228

Trade receivables represent sales income, rental receivables and
service income receivables from customers which are payable on
issuance of invoices or in accordance with the terms of the related
sale and purchase agreements. The Group generally allows a credit
period of not exceeding 60 days to its customers. Overdue balances
are reviewed regularly by senior management. In view of this and
the fact that the Group's trade receivables relate to a large number
of diversified customers, there is no significant concentration of
credit risk. Trade receivables are non-interest-bearing. The carrying
amounts of the trade receivables approximate to their fair values.

An aging analysis of the trade receivables based on the payment
due date as at the end of the reporting period, net of provision, is as
follows:

FEWE ZIRFIEN H AR R BN SIRIEREE
B EREFPHNIEERA - BEAESE MR
BN - REE—RIEHABBOREERT
BF - mREEEEHRMBMGEERE - BENL
RAEENERESREFEAETRESHE
B EEAEHEERR - BAEZEAR /R
B BWESERFIREERE A FEBS

K& HRE - IRIBAFIA - RS SRR
HRBREMRE DT

2018 2017

HK$'000 HK$'000

FHET FHET

Within 1 month EEINA 716,256 799,741
1 to 2 months 12218 A 37,059 36,535
2 to 3 months 2Z31EA 28,940 38,633
Over 3 months #31E A 403,123 363,319
1,185,378 1,238,228
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31 March 2018 201843 H31H

24. Trade Receivables (Continued) 24.

The movements in provision for impairment of trade receivables are as
follows:

FBWE ZERF (&)
FEUE 5B R RE R E S BT -

2018 2017

Note HK$'000 HK$'000

Bt eE THET FAET

Carrying amount at the beginning of year FUMERAEE 296,250 238,856
Provision for impairment of trade receivables  fEUYE 5 BR ZURE B E 6 112,134 73,885
Write-off of trade receivables FEU B 5 AR EH (16,102) -
Exchange realignment IE 3 A% 20,626 (16,491)
Carrying amount at the end of year FHRIRAEE 412,908 296,250

The aging analysis of the trade receivables that are not individually
nor collectively considered to be impaired is as follows:

ERe AT T RE RRERN K E 5 R KA
ERIAT -

2018 2017

HK$'000 HK$'000

FHER FAT

Neither past due nor impaired KRB R ARE 626,433 719,415
Less than 1 month past due B E DR M A 89,823 80,326
1 to 3 months past due BHEA 2 31E A 65,999 75,168
Over 3 months past due BAR3ME A LA L 403,123 363,319
1,185,378 1,238,228

Receivables that were neither past due nor impaired and past due
but not impaired relate to a large number of diversified customers
for whom there was no recent history of default. The Group would
not release the property ownership certificates to the buyers before
the buyers fully settle the payment.

China South City Holdings Limited ZER3HIZRGR A 7
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31 March 2018 201843 H31H

25. Prepayments, Deposits and Other Receivables

25. ANRIE - RE R HMEWRIE

2018 2017

Note HK$'000 HK$'000

P THERT BT

Prepayments TEfFRIR 422,242 413,497

Deposits and other receivables & R H MW R 1,187,923 649,867
Current portion of finance lease receivables RERERWRIEZ

BIEAER 20 3,041 3,438

1,613,206 1,066,802

The financial assets included in the above balances relate to
receivables for which there was no recent history of default.
26. Held-for-Trading Investments at Fair Value
Through Profit or Loss

R B AESRARRA) & B E AR I R R SRACER o

26. EBBERUDAFEINKRZBFER
rE

2018 2017

HK$'000 HK$'000

FET FAET

Listed investment at market value ETETEN ETRE 205,966 -

The above listed investment as at 31 March 2018 were classified
as held-for-trading upon initial recognition, and designated by the
Group as financial assets at fair value through profit or loss since
they were acquired or incurred principally for the purpose of selling
or repurchasing in the near term.

R2018F3A31H « Ll ETREVI S ERED
HARIEEE AR KBEEATEARNEHNR
HESMER - MASEKERETEAERERNUA
FESENEREE
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27. Cash and Cash Equivalents and Restricted Cash 27. REeRBEEEYRZIRHERS

220

2018 2017

HK$'000 HK$'000

FERT FAET

Cash and bank balances B4 RIRTTHERR 10,655,692 10,490,909
Less: Restricted cash* W ZREER S (2,451,359) (2,468,889)
Cash and cash equivalents BHe MREEEY 8,204,333 8,022,020

* Restricted cash mainly comprises: (i) guarantee deposits for the
mortgage loan facilities granted by the banks to purchasers of the
Group's properties; (i) guarantee funds of construction projects to
meet local authorities’ requirements; (iii) certain amounts of pre-
sale proceeds from properties placed as guarantee deposits for the
construction of related properties; (iv) certain amounts of proceeds
from lease of properties which have been placed as guarantee deposits
for the borrowings; and (v) pledged deposits to secure general banking
facilities granted to the Group.

At the end of the reporting period, the cash and cash equivalents of
the Group denominated in RMB amounted to HK$5,431,388,000
(2017: HK$4,628,388,000). RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorized to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The bank balances and restricted cash
are deposited with creditworthy banks with no recent history of
default.

Certain of the Group’s bank deposits with a carrying amount of
HK$255,416,000 as at 31 March 2018 (2017: HK$450,801,000),
were pledged to secure general banking facilities granted to the
Group (note 29).
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* XREBRSTZEE  (MBEAKEMRE
FRERTR THRBERRENRIRS © ()2
RIABNRES - AN A BB ENR (i)
YERENE THEFIASE - MERBRYE
BROREZS  (WEHEMENE THEMRS
FALHEAEREBEERBNRERS ' RVEE
RRITERIERAAREER —RBITRERR -

RBEER  REBUARBAEMNIEE R
I 4 % (8 ¥ 3% 5,431,388,000 7 7T (2017 4F :
4,628,388,000/87L) - AREWNAIEMATA
H G - R - RIEPBIAREERSNEE S5
MAENE - (IE REESTE - AEBE B BEE
HITINEEBHIRITBARB S AEME -

FRIRIT 2 RS REE RRITHERME 2 ZEF
KEDAME - EHEREINERAZE  B—
REZEATE  RIEAEEARHREFKM
E - AR RHREERE B E B BN R ERER © 4R
TTHEBEZRFRSHFRNEER T BT
ERRRLERAIRTT

M2018F3A31H AEERBRES
255,416,00078 7t (20174 : 450,801,000/ 7T )
HE TEREEREAREBER —RIRITHE
BIELR (FI3E29) -
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31 March 2018 201843 H31H

28. Trade and Other Payables

28. B R HMENRIE

2018 2017

Notes HK$°000 HK$'000

P FTHET FAT

Other payables and accruals Hh fETROE R FERT IR B 3,973,463 2,069,844
Notes payable AN ES (i) 607,291 604,917
Deposits and receipts in advance E& RIEWEIE 13,102,175 8,099,540
Construction fee and retention payables ENEERERLRES (ii) 5,124,825 5,988,917
22,807,754 16,763,218

(i)  An aging analysis of the Group’s notes payable presented

i) RAEPRTEBERZERAZENRE

based on the invoice date at the end of the reporting period is as MBERER DT -
follows:

2018 2017
HK$°000 HK$'000
FTERT FAT
1 to 3 months 1231@ A - 50,264
Over 3 months HBid3ME A 607,291 554,653
607,291 604,917

(i) An aging analysis of the construction fee and retention

(i) MNBWERRZEERRRE S EMAKED

payables as at the end of the reporting period is as follows: BREC DT -
2018 2017
HK$'000 HK$'000
FHERT FAT
Within 1 year 1FER 4,147,578 5,595,795
Over 1 year Bid1F 977,247 393,122
5,124,825 5,988,917
The construction fee and retention payables are non-interest- ERNEEEAMMREBeARERAR—K

bearing and repayable within the normal operating cycle or on

demand.

The other payables are non-interest-bearing.

ESARREEREE -

HittERFIERRE
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31 March 2018 201843 H31H

29. Interest-Bearing Bank and Other Borrowings

29. FTRRITREMEER

2018 2017
Effective Effective
interest rate interest rate
(%) (%)
ERAI= Maturity HK$'000 ERA= Maturity HK$'000
(%) 35 FAR (%) gl TR
Current ]
Bank and other borrowings FITEH—EER 4.79%-6.50% 2018-2019 906,581  4.35%-5.66% 2017-2018 1,930,622
- unsecured HIBOR+ 2.5%
Bank and other borrowings RTER-BER 4.08%-7.00% 2018-2019 1,574,490  4.79%-5.22% 2017-2018 806,306
- secured
Current portion of long term REHTREMEEN
bank and other borrowings: HEES
Bank and other borrowings RTER-EER 5.15%-5.70% 2018-2019 325052 4.55%-5.70% 2017-2018 592,043
- unsecured
Bank and other horrowings RTER-EEA 4.75%-8.50% 2018-2019 4292381  4.41%-6.18% 2017-2018 3,713,654
- secured
7,098,504 7,042,625
Non-current FEH
Bank and other borrowings RITER-BER 5.15%-5.70% 2020 81,260  4.55%-5.70% 2018-2020 310,118
- unsecured
Bank and other borrowings RITER-EER 4.75%-9.00% 2019-2027 8918437  4.41%-6.18% 2018-2025 6,059,719
- secured
8,999,701 6,369,837
16,098,205 13,412,462
2018 2017
HK$°000 HK$'000
FER FET
Analyzed into: DWTHNAE
Bank loans repayable: AR T HIREER
IRITER
Within one year or on demand —F R EK 7,098,504 7,042,625
In the second year F-F 3,702,696 3,571,816
In the third to fifth years, inclusive F=FFRF
(BEEEMEFEAN) 4,505,663 2,545,191
Beyond five years hF& 791,342 252,830
16,098,205 13,412,462
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31 March 2018 201843 H31H

29. Interest-Bearing Bank and Other Borrowings

(Continued)

The Group has entered into an asset-backed securities (“ABS")
arrangement with an independent third party by pledging of the
future six years’ right of receiving management fees for certain
properties under its management in a maximum of 6 years. As at
31 March 2018, an aggregate amount of RMB390,000,000 are
priority portion of the ABS which had been purchased by the third
parties. The net proceeds from the ABS, after deducting the issuance
costs, amounted to approximately RMB381,710,000 (equivalent
to HK$450,075,000), which are repayable from one year to six
years. Interest is payable quarterly in arrears. On the twelfth interest
payment date, the Group is eligible to redeem all the undue priority
securities as of the interest payment date at one time. Holders of the
priority portions of the ABS are entitled to receive interests which
are varying interest rates ranging from 6.2% to 7.2% per annum
based on the terms and dates of redemption. As at 31 March 2018,
amounts of HK$150,024,000 and HK$330,839,000 of the ABS are
included in current and non-current portions of secured bank and
other borrowings, respectively.

Bank loans with a total amount of HK$14,785,308,000 (2017:
HK$10,579,679,000) are secured by:

(i)  Certain of the Group’s buildings with an aggregate carrying
value of approximately HK$732,660,000 as at 31 March 2018
(2017: HK$416,046,000) (note 13);

(i) Certain of the Group’'s investment properties situated
in Mainland China with an aggregate carrying value of
approximately HK$22,399,725,000 as at 31 March 2018 (2017:
HK$21,221,695,000) (note 14);

(iiiy Certain of the Group’s properties under development situated
in Mainland China with an aggregate carrying value of
approximately HK$2,251,941,000 as at 31 March 2018 (2017:
HK$614,012,000) (note 15);

(iv) Certain of the Group’s properties held for finance
lease and sale with an aggregate carrying value of
approximately HK$6,392,910,000 as at 31 March 2018
(2017: HK$2,922,085,000) (note 22); and

(v)  Certain of Group’s bank deposits with a carrying amount
of HK$255,416,000 as at 31 March 2018 (2017:
HK$450,801,000) (note 27).

All interest-bearing borrowings of the Group are denominated in
RMB and bear interest at floating rates ranging from 4.08% to 9.00%
per annum (2017: 4.35% to 6.18% per annum), except for bank
loan equivalent to HK$400,000,000 as at 31 March 2018 (31 March
2017: Nil) which is denominated in Hong Kong dollars and bears
interest at a floating rate of HIBOR+ 2.5%.

29. STERTREMEE®)

AEBE—BYF =AU sEASENEES
FBAH([BELFBERDTH  URKFETY
EWEEEEBERERAE - R2018F3A31H
FE=HEBEEREAAR390,000,0007TH %
FEEIREFES - HIRBIRAE  BEIRES
FriS s E F 584 A AR 381,710,000 T (FHE R
450,075,000/87C) * R—ENFEE - FIERE
T RET_BAFNEZNB  AEEBERF
BXMBITE—REEERERIREEIEES
MIER - BEREEIHRESFFEA  RETEH
REERAE  IZENTEMNE62%ET2%Z
B - HZE20184F3 8318 -+ 150,024,0005% 7T
330,839,000 8 TR A E X & 57 5l B EH HIF
$RIT R EL A (S E R0 BN EA RN FERNER SR 5 o

#8%£14,785,308,00077T (20174 + 10,579,679,000
AETL)RERITE AT I SRR -

()  H2018F3A31HEEMAREX732,660,000
BT AEBRE TEF (2017 F
416,046,000/ 7T) (BisE13)

(i M2018 %3 A3 B BK@EMAEED
22,399,725,000 & Tt W AN &£ B 7 B
FEAEMNE TEREYE(217F ¢
21,221,695,000/8 7T ) (Ki5%14) :

(i) W2018F 3 A3 HEM@EBLELY
2,251,941,0007% 7T &Y AN & B A7 70 A B K fE
7 TEEFRWE(20174F : 614,012,000
) (MIRE15)

(iv) 7201843 A31HBRE4186,392,910,000
BILIHAEES THEMEHERHEEY
% (20174 : 2,922,085,000% 7t ) (B 5%
22) &

(v) 201843 H31HKRMAEZE255,416,000
BTN AEER FRITEFER(2017F ¢
450,801,000/ 70 ) (MI5E27) °

% 72018 4 3 A 31 H — £ 400,000,000 /& 7T
(2017938318 : E)RITERABLAEN
NI EBRITREREM2.5% 2 FBF RS
Gh o REEFBHEEEHUARB BENMN
W T F4.08%E9.00%H)Z B FI KR8 (2017
& H§F435%56.18%HFBHR) -
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29.

30.

Interest-Bearing Bank and Other Borrowings
(Continued)

The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values, which have been calculated by
discounting the expected future cash flows at the prevailing interest
rates.

Short-Term Notes
The Group issued the following short-term notes in the current and
prior years:

(i)  On 13 September 2016, China South International completed
the issuance of the first tranche of short-term notes of 2016
(the “2016 First tranche STN") with a total principal amount of
RMB1,200,000,000 (equivalent to HK$1,395,187,000) in the
national inter-bank market of the PRC. The 2016 First tranche
STN carried interest at the rate of 4.9% per annum, payable on
13 September in arrears and matured on 13 September 2017.
The amount was fully settled in 13 September 2017.

(i) On 22 June 2017, China South International completed the
issuance of the first tranche of short-term notes of 2017 (the
“2017 First Tranche STN”) with a total principal amount of
RMB500,000,000 (equivalent to HK$571,886,000) in the
national inter-bank market of the PRC. The 2017 First Tranche
STN carried interest at the rate of 6.5% per annum, payable
on 23 March in arrears, and matured on 23 March 2018. The
amount was fully settled in 23 March 2018.

(i)  On 30 August 2017, China South International completed

the issuance of the second tranche of short-term notes of

2017 (the “2017 Second Tranche STN”) with a total principal

amount of RMB500,000,000 (equivalent to HK$591,898,000)

in the national inter-bank market of the PRC. The 2017 Second

Tranche STN carried interest at the rate of 6.5% per annum,

payable on 28 May in arrears, and will mature on 28 May

2018. The amount was fully settled on 28 May 2018.

The fair value of the short-term notes as at 31 March 2018
amounted to HK$647,446,000 (2017: HK$1,385,038,000). The fair
value was calculated using the quoted market price of the short-
term notes on 31 March 2018.

China South City Holdings Limited ZER3HIZRGR A 7

29. FTERTREMEE®)

30.

AEEF BRITRAMEENREEEE A E

 TRBHBRRSRENE R M XA

&
o
RHRE S

REENARFERARTFEETATRMMES

0

(ii)

(iii)

R BEFE 201659 A 13 H 5k £ AR B3R
TEMISEIT2016F 5 — BEmES
N4 4858 A AR 1,200,000,0007T (FH5
#1,395,187,000/8 7T ) ° 2016 F 5 —Hi%E
HREAFNERB49%  BFRIA13H
T 201749138 3H - H& %
ER2017F9A13RE2H I »

ERIBFR 201746 A22 ATk £ BIR
TEMISET2017TFE— O HES
A& 4% A AR B500,000,0007T (FHER
571,886,000/ 7T ) ° 2017 F 5 — H HA
BEAFFRAE65%  BFN3IA23BX
fF 0 WHR20184F3 8238 %8 - H& %D
HR2018F3 238 28 1+ -

R BRFE 201748 A30H SRk £ AR R
TRMISET2017FE _HEHpES -
N4 %8 A AR 500,000,0007T (FHER
591,898,000/ T ) ° 2017 F 55 — Hi %2 A
BELEFENRE65%  FFNS5A28AX
0 W EH 201845 A28 A EIH - H& %8
ER2018FE5 A28A 2 H I »

MR2018F3A31H » BHIRMESNAFEE
647,446,000 7 7T (2017 9 : 1,385,038,000 i
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31. Senior Notes
The Group issued the following senior notes in the current and prior
years:

0)

(ii)

On 29 January 2014, the Company issued senior notes with an
aggregate principal amount of US$400,000,000 (the “2014
Notes”). The 2014 Notes are listed on the Singapore Exchange
Securities Trading Limited. The 2014 Notes carry interest at
the rate of 8.25% per annum, payable semi-annually on 29
January and 29 July in arrears, and will mature on 29 January
2019, unless redeemed earlier. The offering price was at
98.999% of the principal amount of the 2014 Notes.

On 13 September 2016 and 3 October 2016, the Company
issued senior notes with the aggregate principal amounts of
US$200,000,000 and US$150,000,000 respectively (collectively
known as, the “2016 Notes”). The 2016 Notes are listed on
the Singapore Exchange Securities Trading Limited. The 2016
Notes carry interest at the rate of 6.75% per annum, payable
semi-annually on 13 September and 13 March in arrears, and
will mature on 13 September 2021, unless redeemed earlier.
The offering price were at 98.960% and 98.964% of the
principal amount of the 2016 Notes of US$200,000,000 and
US$150,000,000, respectively.

At any time and from time to time on or after 13 September
2019, the Company may redeem the 2016 Notes, in whole
or in part, at a redemption price equal to the percentage
of the principal amount set forth below plus accrued and
unpaid interest as of (but not including) the redemption date
if redeemed during the twelve-month period beginning on 13
September of each of the years indicated below:

Period Redemption price
2019

2020 and thereafter

103.3750%
101.6875%

At any time prior to 13 September 2019, the Company may at
its option redeem the 2016 Notes, in whole but not in part, at
a redemption price equal to 100% of the principal amount of
the 2016 Notes plus the applicable premium and accrued and
unpaid interest, if any, as of (but not including) the redemption
date.

31. BEEE
AEEMARE RS EERITATEEEE

(ii)

R2014F1 298 ' KARAIEITAE R
%8400,000,0003E 7T W18 5 Z= 5 ([ 20144F
ZE]) 04FZERFMEBELERS
FTAR AR LT o 2014 6F Z 1 1% F 5| X
8.25%T B B¥FMR1H298 k7H29H
S W AEF 2019451 A 29 B B HA (BR IEIR
FHEML) - HEBRVUEEBARSEN
98.999% °

MR2016F9A13H K 2016%F10H3H * &
AR5 BB 1T AR & 42 %6200,000,0003E 7T
X 150,000,000 T B ERE(HEA
[2016F 24 ) - 2016 F ZiE R F I &
ERGFABRAR LT ° 2016 F RIEIRF
F=E6.75%FHE - B¥FRIA13AK3A
13X WHER202149 A 138 R HA (B
IRFMEE) - FE(EH 5 A200,000,000
7 }.150,000,000 % ST K9 2016 FF Z fE A
S HBFAR)98.960% 1798.964% °

R2019F 9 B 13 A s 2 B (EMEFR + XA
AAERASR TIARNSEE D L ED
B ZNEEZELBEH(ETEEZB)W
RETRARMFE - BE2EE520164F
ZENR T X REFEIA 13BN
1218 A HARRAER)

S| EEE
2019 103.3750%
2020 2% 101.6875%

R2019F9 A13H AT EERE + ANAFA
RIEER2016FRBEASBEE100% B
OE ZNBEZEERBHER2EZE)
2016 F EHEREREENR 25T R AT
B(mE) BEBEEIHEFEILD2016FE
o
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31. Senior Notes (Continued)

(ii)

(iii)

(Continued)

At any time and from time to time prior to 13 September
2019, the Company may redeem up to 35% of the aggregate
principal amount of the 2016 Notes with the net cash proceeds
of one or more sales of common stock of the Company in
an equity offering at a redemption price of 106.75% of the
principal amount of the 2016 Notes, plus accrued and unpaid
interest, if any, to (but not including) the redemption date,
provided that at least 65% of the aggregate principal amount
of the 2016 Notes originally issued remains outstanding after
each such redemption and any such redemption takes place
within 60 days after the closing of the related sales of the
Company'’s capital stock and is subject to certain conditions.

On 9 March 2017, the Company issued senior notes with
the aggregate principal amount of US$300,000,000 (the
“2017 March Notes”). The 2017 March Notes are listed on
the Singapore Exchange Securities Trading Limited. The 2017
March Notes carry interest at the rate of 5.75% per annum,
payable semi-annually on 9 March and 9 September in arrears,
and will mature on 9 March 2020, unless redeemed earlier.
The offering price was at 98.986% of the principal amount of
the 2017 March Notes.

At any time prior to 9 March 2020, the Company may at its
option redeem the 2017 March Notes, in whole but not in part,
at a redemption price equal to 100% of the principal amount
of the 2017 March Notes plus the applicable premium and
accrued and unpaid interest, if any, as of (but not including)
the redemption date.

At any time and from time to time prior to 9 March 2020,
the Company may redeem up to 35% of the aggregate
principal amount of the 2017 March Notes at a redemption
price of 105.75% of the principal amount of the 2017 March
Notes, plus accrued and unpaid interest, if any, as of (but not
including) the redemption date, with the proceeds from sales
of certain kinds of capital stock of the Company.
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(ii)

(iii)
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31. Senior Notes (Continued)

(iv)

(v)

On 20 November 2017, the Company issued senior notes with
the aggregate principal amount of US$300,000,000 (the “2017
November Notes”). The 2017 November Notes are listed
on the Singapore Exchange Securities Trading Limited. The
2017 November Notes carry interest at the rate of 7.25% per
annum, payable semi-annually on 20 May and 20 November
in arrears, and will mature on 20 November 2022, unless
redeemed earlier. The offering price was at 97.96% of the
principal amount of the 2017 November Notes.

At any time prior to 20 November 2022, the Company may at
its option redeem the 2017 November Notes, in whole but not
in part, at a redemption price equal to 100% of the principal
amount of the 2017 November Notes plus the applicable
premium and accrued and unpaid interest, if any, as of (but
not including) the redemption date.

At any time and from time to time prior to 20 November
2022, the Company may redeem up to 35% of the aggregate
principal amount of the 2017 November Notes at a redemption
price of 107.25% of the principal amount of the 2017
November Notes, plus accrued and unpaid interest, if any, as
of (but not including) the redemption date, with the proceeds
from sales of certain kinds of capital stock of the Company.

On 25 January 2018, the Company issued senior notes with
the aggregate principal amount of US$250,000,000 (the
“2018 January Notes”). The 2018 January Notes are listed on
the Singapore Exchange Securities Trading Limited. The 2018
January Notes carry interest at the rate of 7.25% per annum,
payable semi-annually on 25 January and 25 July in arrears,
and will mature on 25 January 2021, unless redeemed earlier.
The offering price was at 99.011% of the principal amount of
the 2018 January Notes.

At any time prior to 25 January 2021, the Company may at
its option redeem the 2018 January Notes, in whole but not
in part, at a redemption price equal to 100% of the principal
amount of the 2018 January Notes plus the applicable
premium and accrued and unpaid interest, if any, as of (but
not including) the redemption date.

At any time and from time to time prior to 25 January 2021,
the Company may redeem up to 35% of the aggregate
principal amount of the 2018 January Notes at a redemption
price of 107.25% of the principal amount of the 2018 January
Notes, plus accrued and unpaid interest, if any, as of (but not
including) the redemption date, with the proceeds from sales
of certain kinds of capital stock of the Company.

31. BEEE @)

(iv)

(v)

R2017F11A208 » NARIZBEITAE 4228
300,000,000 T K& 75 4% ([ 20174 11
BEE]) - 2017511 BE BRI ES
REFARAT LT ° 2017F11 AZKR
FRET25% 8 - FFEFR5H208 &
11A208 X1 - Wi5H2020511 5206 F
Bi(BRIEIR BB ) - HEEA2017F11A
ZR ARG HEFANI7.96% ©

12022F 11 A20 B RTEMIRE[AE - ARA & A]
BHRER2017F 1M1 ARBEARSHEEE100%
MELOE  BNEZELHB(BETEE
ZARO7TFAZEBENEAGEURER
RANFE(E)  BREZEEIETLS
201711 AEE -

R2022F 11 A20 B AR - AN AR
A] LA DATE S8 & AN A eME R B 19 AR P8 A9 3R
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2017F 11 ARBEASBEEMN35% ©
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258 ft 0 WM 202141 A258 BIEA (&
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S #ERER99.011% ©

R2021F 1 25 ATEAEERE - AQR)A]
ZHEER2018F 1 ARB A EEE100%H)
BOE: ZNNE=ERBH(ETEEZ
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LA A 7E 85 & AR B {E ] f% 13 7 BT 18 89 3K
18 - 1&2018F 1 AREBEAR©58107.25% 1
BOE ZNEzELBH(ETEEZ
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31. Senior Notes (Continued)

On 13 April 2017, the Company redeemed the remaining
outstanding 2014 Notes in full with a principal amount of
US$200,000,000 from the open market, including the principal
amount of US$10,000,000 purchased by a subsidiary of the
Company in May 2016. The total consideration of the redemption,
after elimination of the notes purchased by a subsidiary of the
Company, was US$201,153,000 (equivalent to HK$1,568,994,000),
which includes a redemption price at 104.125% of the principal
amount and pro-rata accrued and unpaid interest. The carrying
amount of the redeemed 2014 Notes was US$189,631,000
(equivalent to HK$1,479,118,000), resulting in a loss on redemption
of the 2014 Notes amounting to HK$89,876,000 in the current year.

At the end of the reporting period, 2016 Notes, 2017 March Notes,
2017 November Notes and 2018 January Notes (collectively named
as the “Senior Notes”) contain liability components and early
redemption options as follow:

(i)  The liability component represents the present value of
the contractually determined stream of future cash flows
discounted at the prevailing market interest rate at that time
applicable to instruments with comparable credit status that
provided substantially the same cash flows, on the same terms,
but without the embedded derivatives.

Interest charged for the period is calculated by applying
effective interest rates of approximately 7.46%, 6.76%, 8.16%
and 8.06% per annum to the liability components of the 2016
Notes, 2017 March Notes, 2017 November Notes and 2018
January Notes, respectively, since they were issued.

(i) Early redemption options are regarded as embedded derivatives
not closely related to the host contract. The Directors consider
that the fair value of the above early redemption options is
insignificant on initial recognition and as at 31 March 2018.

China South City Holdings Limited ZER3HIZRGR A 7
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31.

32.

Senior Notes (Continued) 31. BERE @)
The Senior Notes recognized in the statement of financial position BRI R ERNBEREAENT ¢
were calculated as follows:
2018 2017
HK$'000 HK$'000
FHET FHTT
Carrying amount at the beginning of year REYIH RREE 6,425,992 4,113,363
Additions i 4,149,512 4,930,000
Interest expenses FEFXZ 452,711 371,317
Payment for interest R (318,825) (336,667)
Redemption of the 2012 Notes and 2014 Notes HBE2012FFEN2014F 28K (1,479,118) (2,474,103)
Purchase of the 2014 Notes BE2014F £ - (154,725)
Consent fee for the 2014 Notes 014FZBREE = (23,193)
Carrying amount at the end of year REFLEHBREE 9,230,272 6,425,992

The fair value of the Senior Notes as at 31 March 2018 amounted to
HK$8,894,383,000 (2017: HK$6,587,532,000). The fair value was
calculated using the quoted market price of the Senior Notes on 31
March 2018.

Medium-Term Notes
The Group had the following medium-term notes remain in issue at
the end of the reporting period:

(i) On 9 May 2014, China South International completed the
issuance of the first tranche of medium-term notes of 2014
(the “2014 First tranche MTN") with a total principal amount
of RMB1,000,000,000 in the national inter-bank market of the
PRC. The 2014 First tranche MTN carry interest at the rate of
7.5% per annum, payable annually on 9 May in arrears, and
will mature on 9 May 2019.

(i) On 12 September 2014, China South International completed
the issuance of the second tranche of medium-term notes
of 2014 (the “2014 Second tranche MTN") with a total
principal amount of RMB1,000,000,000 in the national inter-
bank market of the PRC. The 2014 Second tranche MTN carry
interest at the rate of 8.4% per annum, payable annually on 12
September in arrears, and will mature on 12 September 2019.

(i) On 13 July 2015, China South International completed the
issuance of the first tranche of medium-term notes of 2015
(the “2015 First tranche MTN"”) with a total principal amount
of RMB2,000,000,000 in the national inter-bank market of the
PRC. The 2015 First tranche MTN carry interest at the rate of
7.0% per annum, payable annually on 13 July in arrears, and
will mature on 13 July 2018.

32.

M2018F3H31H  BEZEBRHNAFEE
8,894,383,0007% 7T (20174 : 6,587,532,0003%
TL) o A EDNERELEERENR2018F3H31H
RITIGES C MIEFTHE -
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TRETHEIT2014FE P HERE - &
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32. Medium-Term Notes (Continued) 32. FHIRE )
The medium-term notes recognized in the statement of financial BRI R EROF BAEBAENT ¢

position were calculated as follows:

2018 2017
HK$'000 HK$’000
THET FET
Carrying amount at the beginning of year REYIHREE 4,723,000 5,026,696
Interest expenses FERAX 367,288 358,056
Payment for interest S AFE (352,581) (350,637)
Exchange realignment (RIS 513,937 (311,115)
Carrying amount at the end of year RELRREE 5,251,644 4,723,000
Current portion BN ERER {7 (2,622,149) =
Non-current portion FERNERFR1A 2,629,495 4,723,000
The fair value of the medium-term notes as at 31 March 2018 MR2018F3A31H  PHEBEHAFEE
amounted to HK$5,261,155,000 (2017: HK$4,856,191,000). The 5,261,155,0007% 7C (20174 : 4,856,191,0007%
fair value was calculated using the quoted market price of the JL) e AFENEAPIHEEN2018F3H31H
medium-term notes on 31 March 2018. HTISEHR 7 RETE -
33. Corporate Bonds 33. bEES
On 13 April 2015, China South International completed the B MR2015F4 138 TR B _E8E5
issuance of the corporate bonds with a total principal amount of REEBITAS % B AR 1,500,000,0007T
RMB1,500,000,000 on the Shanghai Stock Exchange of the PRC. M HEES - PEESFENEETO0% BEM
The corporate bonds carry interest at the rate of 7.0% per annum, B13BXft - iR A65F ©
payable annually on 13 April in arrears, and have a term of up to 6
years at maximum.
The corporate bonds recognized in the statement of financial BRI ERRRERH D EEEAENT -
position were calculated as follows:
2018 2017
HK$'000 HK$'000
THET FET
Carrying amount at the beginning of year REYIREE 1,778,744 1,891,219
Interest expenses FEFXZ 129,785 126,486
Payment of interest TRFE (123,816) (123,134)
Exchange realignment BEE 5 2R 193,581 (115,827)
Carrying amount at the end of year RELNEREE 1,978,294 1,778,744
The fair value of the corporate bonds as at 31 March 2018 MR2018F3A31H ' ¥BEHFMNAFEE
amounted to HK$1,874,550,000 (2017: HK$1,743,988,000). The 1,874,550,0007%8 7T (2017 4F : 1,743,988,0007%
fair value was calculated using the quoted market price of the 7)o RHETMERMEEHR20185F3H31H
corporate bonds on 31 March 2018. RS ERE CRETE -
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33. Corporate Bonds (Continued) 33. t¥EBEF @)

34.

On 13 April 2018, China South International had redeemed
the above corporate bonds with total principal amount of
RMB1,499,518,000, and the remaining portion carry interest at the
rate of 8.05% per annum, payable annually on 13 April in arrears,
and have a term of 3 years.

Domestic Company Bonds
The Group had the following domestic company bonds remain in
issue at the end of the reporting period:

(i)  On 14 January 2016, China South International completed
the issuance of the first tranche of domestic company
bonds of 2016 (the “2016 First Tranche DCB”) with a total
principal amount of RMB3,000,000,000 on the Shenzhen
Stock Exchange of the PRC. The 2016 First Tranche DCB carry
interest at the rate of 5.98% per annum, payable annually on
13 January in arrears, and will mature on 13 January 2019.

(i)  On 4 May 2016, China South International completed the
issuance of the second tranche of domestic company bonds of
2016 (the “2016 Second Tranche DCB"”) with a total principal
amount of RMB1,400,000,000 on the Shenzhen Stock
Exchange of the PRC. The 2016 Second Tranche DCB carry
interest at the rate of 6.85% per annum, payable annually on
3 May in arrears, and will mature on 3 May 2019.

The domestic company bonds recognized in the statement of
financial position were calculated as follows:

34.

R2018F4H13H ' EFHBRERAGEES
AR 1,499,518,0007C © FI &8 281D & A R A&
8.05% * BFEMR4A13B 1T BiR B34 -

BAREES
AEERBE R MA T AL R ESES
GE

() ZEEEEN2016F1 148 TR ZE
INELER BT ACBEAARKE
3,000,000,000 T HI 2016 F 5 — BiSE A A
AfES ° 2016F F—HIR AR RESFF
RA598% - FEM1A13B XN » EFR
20194F1 B13H % & -

(i) EEBREMN2016FE5 A48 TN ZF
JNBEEHERGMETAEREAARK
1,400,000,000 7T H92016 5 8 — HASE A A
AIfES ° 2016FF —HIE N A REEFF
RE6.85% - FEMNSHIAXIN - TR
201945 A3 EH] -

ERMBHNKERNEARREFAEL D

2018 2017

HK$'000 HK$'000

FHET FET

Carrying amount at the beginning of year REYIREE 5,079,429 3,629,086
Additions g - 1,615,390
Interest expenses FEMAX 336,868 317,783
Payment for interest SRFE (324,633) (206,830)
Exchange realignment BEE 5 R 552,505 (276,000)
Carrying amount at the end of year RELRREE 5,644,169 5,079,429
Current portion BNEREL {7 (3,789,933) =
Non-current portion FEBNEREL D 1,854,236 5,079,429

The fair value of the domestic company bonds as at 31 March
2018 amounted to HK$5,169,152,000 (2017: HK$4,991,584,000).
The fair value was calculated using the quoted market price of the
domestic company bonds on 31 March 2018.

M2018F3HA31H  MARARIEFMN A FEE
5,169,152,0005% 7T (20174 : 4,991,584,0003%
TL) o A ENEAERNARESFN2018F3A
NAMMISER ZHRERE -
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35. Deferred Tax 35. IEEFIE
The movements in deferred tax liabilities and assets during the year FRREHREBEREECZEHOT ¢

are as follows:

Deferred tax liabilities EEHIEAE
Revaluation
of property,
Accelerated  Revaluation plantand  Capitalized
tax of investment ~ Withholding  equipment interest
depreciation properties tax Y% BER expense Total
MEHERE REWFER B REER  EALAHE @zt
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
iz THET THET THET THET TARL TARL
At 1 April 2017 201764818 456,351 5,355,369 365,400 83,998 257,143 6,518,261

Deferred tax charged/(credited) to the  FRRERRATA/
statement of profit or loss during (1) BRI B

the year 10 115,218 1,081,351 (60,203) - 105,174 1,241,540
Exchange realignment A% 56,510 625,690 36,068 9,125 34,266 761,659
At 31 March 2018 12018%3A31H 628,079 7,062,410 341,265 93,123 396,583 8,521,460
Deferred tax assets EERIEEE

Losses available Tax effect of
for offsetting  Provisionfor  government
against future  impairment  grants relating
Tax effect taxable profits of trade to assets
of LAT  WEHESAR  receivables — BEEEZ
THEERN  ERRAEY el B Total
Hgze g | HERE Hgze @t
Note HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
izt TiEn TiEn TiEn TiEn TiEn
At 1 April 2017 R201754R18 1,032,799 425,650 75,605 755,945 2,289,999
Deferred tax credited/(charged) to the statement of  ERPERRNEA/

profit or loss during the year (k) iEREHR 10 171,871 70,337 (10,715) 336,494 567,987
Exchange realignment 5% 122,520 49,372 7,568 102,378 281,838
At 31 March 2018 R2018F3A318 1,327,190 545,359 72,458 1,194,817 3,139,824
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35. Deferred Tax (Continued)

35. IEERIE(#)

Deferred tax liabilities EEHRIEEE
Revaluation
of property,
Accelerated  Revaluation plant and Capitalized
tax  of investment  Withholding equipment interest
depreciation properties tax ¥ BER expense Total
MEFENE  REWEESH b SEER AR S
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
iz Ti5n Ti5n Ti5n Tir Tin Tir
At 1 April 2016 R2016F4 5818 338,378 4,400,729 341,355 91,871 197,133 5,369,466
Deferred tax charged to e FERPNEZRRAINRE
statement of profit or loss BLHR
during the year 10 142,154 1,256,181 46,319 - 73,903 1,518,557
Bxchange realignment EX A% (4181)  (301,541) (22,274 (7.873) (13893)  (369,762)
At 31 March 2017 ®2017%3A318 456,351 5,355,369 365,400 83,998 257,143 6,518,261
Deferred tax assets EERIBEE
Losses available Tax effect of
for offsetting Provision for government
against future impairment ~ grants relating
Taxeffect  taxable profits of trade to assets
of AT  AIESEARR receivables EHEEY
THRERN  ERTAEN JERER S B Total
nsre BB RERE hBye &
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i TAL TAL TAL TAL TAL
At 1 April 2016 #2016%F4A18 971,154 355,795 61,358 757,040 2,145,347
Deferred tax credited to the statement of ERREERAE AL
profit or loss during the year BILHE 10 124,875 94,071 18,471 47,086 284,503
Exchange realignment B A% (63,230) (24216) (4,224) (48,181) (139,851)
At 31 March 2017 #2017F3A31R 1,032,799 425,650 75,605 755,945 2,289,999

The Group has tax losses arising in Hong Kong of HK$474,912,000
(2017: HK$211,112,000) that are available indefinitely for offsetting
against future taxable profits of the companies in which the losses

arose.
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35.

36.

Deferred Tax (Continued)

The Group also has tax losses in Mainland China of HK$666,402,000
(2017: HK$561,561,000) that will expire in one to five years for
offsetting against future taxable profits.

Deferred tax assets have not been recognized in respect of these
losses as they have arisen in subsidiaries that have been loss-making
for some time and it is not considered probable that taxable profits
will be available against which the tax losses can be utilized.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and applies to earnings
generated from 1 January 2008. A lower withholding tax rate may
be applied if there is a tax treaty between Mainland China and the
jurisdiction of the foreign investors. For the Group, the applicable
rate is 5% or 10%. The Group is therefore liable for withholding
taxes on dividends distributed by subsidiaries established in Mainland
China in respect of earnings generated from 1 January 2008. In the
current year, the Group reversed withholding tax of HK$60,203,000
(2017: accrued of HK$46,319,000) for those subsidiaries established
in Mainland China.

As at 31 March 2018, the aggregate amount of temporary
differences associated with undistributed earnings of subsidiaries
for which deferred tax liabilities have not been recognized was
HK$6,115,313,000 (2017: HK$3,849,211,000). No liability has been
recognized in respect of these differences because the Group is in
a position to control the timing of the reversal of the temporary
differences and it is probable that such differences will not reverse in
the foreseeable future.

35.

IERERLIE (40)
AEBTRFRAEELERBEEER A
666,402,000 & 7T ( 2017 & : 561,561,000 &
7T) C R —ERERNER - 7] AR EAR K E
Bl

BERZEERBEHRER - REHNHELRR
EX - BRRRL A 8EH 7t R R FIAE
HRERBHANTIARR - ML ERZ S ERE
RIEETHIREE

BIERBEMEAMERE - LR E A/
HINEIRE D EREINEEE SRS BSMR
10% FBHFTISHL - 23 E 8200851 A1 HEAE
B WEAR2008F1 A1 BERFTREARNZ &
F o P B EGINGE B PR Al AR E] B TS
164 - AT AR IEIATE R R - RERAME
RABEA5%510% - Bt - AEEERRPE
R A 2 F BT B A &) k20084 1 B 1 B & Pk
WEAFMREMBRTENMER - RAFE - K
& BB B HFAT5%60,203,000/8 7T (20174 ¢
511%46,319,000/8 7T) °

20183 A310 » BB F 2R EMREEm =
AERELCHBRE R EHEAESRNA
6,115,313,0007% 7T (20174F : 3,849,211,000%
TL) o BN EMEERERAE AR AERET
TH B O R R L TR E BN AT
B2 BRI T g RmE o

Share Capital 36. R4~

Shares il
2018 2017
HK$’000 HK$'000
FET FHET

Issued and fully paid: BETRAE
8,009,571,999 (31 March 2017: 8,006,321,999) 8,009,571,999%
ordinary shares (201743 H318 :

8,006,321,999h% ) & 37 A% 7,060,973 7,054,362

China South City Holdings Limited ZER3HIZRGR A 7



NOTES TO FINANCIAL STATEMENTS (Continued)
BB IR M T (4R

31 March 2018 201843 H31H

36. Share Capital (Continued)
A summary of the movements in the Company’s share capital is as

36. IRA (&)
EABHREEBHEMT

follows:
Number of

shares in issue Share capital
ERITROHE ;&S
HK$'000
FAT
At 1 April 2016 R2016F481H 7,999,321,999 7,043,784
Exercise of share options (note) 1T{ERERR A (B EE) 7,000,000 10,578
At 31 March 2017 M2017F3AH31H 8,006,321,999 7,054,362
At 1 April 2017 201754718 8,006,321,999 7,054,362
Exercise of share options (note) 1T{EREASAE (MY3E) 3,250,000 6,611
At 31 March 2018 HR2018F3A31H 8,009,571,999 7,060,973

Note: Mi3E

The subscription rights attaching to 3,250,000 (2017: 7,000,000) share
options were exercised at the average subscription price of approximately
HK$1.7223 (2017: HK$1.2900) per share (note 37), resulting in issue
of 3,250,000 (2017: 7,000,000) shares at a total cash consideration,
before expenses, of HK$5,597,000 (2017: HK$9,030,000). An amount of
approximately HK$1,014,000 (2017: HK$1,548,000) was transferred from the
share option reserve to share capital upon the exercise of the share options.

Share options

Details of the Company’s share option scheme and the share options
issued under the scheme are included in note 37 to the financial
statements.

BfF 772 3,250,000 ( 2017 4E = 7,000,000 ) 17 & A% # 2 32
BHEXNEANUGRFETEEL1.7223%7(2017
F 0 1.29007% 7T ) (KI#E37) WATfE - BEARRET
3,250,000 f% (2017 5 : 7,000,000 %) (1B 3175 2
A {8 {&5,597,0005% 7T (20174 : 9,030,00078 7)) H)
BEA o ERERAEITE 491,014,000 7T (2017 4 -
1,548,00078 7T ) f1 B AR 4 (o 1 B IR B B 1 TR AS o

B
BARA R RN B 8 RNFT 8 T EBITHE
PREE RN M IS MR A EE3T7 o
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37. Share Options 37. B

236

The Company has adopted a share option scheme on 4 September
2009 (the “Share Option Scheme”) to provide incentives and reward
to selected eligible persons which include Directors, employees,
officers, agents, consultants or representatives of the Group for
their contribution or potential contribution to the Company or its
subsidiaries. The Share Option Scheme became effective on 30
September 2009 and, unless otherwise canceled or amended, will
remain in force for 10 years from that date. Further details of the
Share Option Scheme are set out in the “Report of the Directors” in
the Company’s annual report.

On 27 June 2013, a total of 186,300,000 share options under the
Share Option Scheme were granted. These share options have an
exercise price of HK$1.69 per share and an exercise period ranging
from 27 June 2013 to 26 June 2018. Of the total 186,300,000 share
options, 70,800,000 share options were granted to certain Executive
Directors of the Company, and 115,500,000 share options were
granted to certain employees of the Group.

The fair value of the 186,300,000 share options granted was
HK$44,470,000, of which no share option expense was recognized
during the current year (2017: Nil).

On 17 February 2014, a total of 48,000,000 share options under
the Share Option Scheme were granted. These share options have
an exercise price of HK$4.14 per share and an exercise period
ranging from 17 February 2014 to 16 February 2019. Of the total
48,000,000 share options, 8,000,000 share options were granted to
certain Independent Non-executive Directors of the Company, and
40,000,000 share options were granted to certain employees of the
Group.

The fair value of the 48,000,000 share options granted was
HK$36,470,000, of which no share option expense was recognized
during the current year (2017: Nil).

On 30 June 2014, a total of 103,300,000 share options under the
Share Option Scheme were granted to certain Directors, senior
management and certain other employees of the Company and its
subsidiaries in respect of their services to the Group. These share
options have an exercise price of HK$4.07 per share and an exercise
period ranging from 30 June 2014 to 29 June 2019.

The fair value of the 103,300,000 share options granted was
HK$83,552,000, of which no share option expense was recognized
during the current year (2017: HK$100,000).
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186,300,00017 B A #E - Z S HWIRENITHEE
REIR1.698TT - 1T A2013F6 27 E
20186 H26H ° 14 F£186,300,00017 & ik 1
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37. Share Options (Continued)

On 13 January 2016, a total of 79,990,000 share options under the
Share Option Scheme were granted to a Director of the Company
in respect of his services to the Group. These share options have an
exercise price of HK$1.528 per share and an exercise period ranging
from 13 January 2016 to 12 January 2022.

The fair value of the 79,990,000 share options granted was
HK$29,802,000, of which no share option expense was recognized
during the current year (2017: HK$12,102,000).

On 22 August 2016, a total of 70,500,000 share options under the
Share Option Scheme were granted to certain senior management
and other employees of the Company and its subsidiaries in respect
of their services to the Group. These share options have an exercise
price of HK$1.75 per share and an exercise period ranging from 22
August 2016 to 21 August 2023.

The fair value of the 70,500,000 share options granted was
HK$27,739,000, of which the Group recognized a share option
expense of HK$7,699,000 during the current year (2017:
HK$18,410,000).

On 3 July 2017, a total of 120,000,000 share options under the
Share Option Scheme were granted to certain Directors of the
Company in respect of their services to the Group. These share
options have an exercise price of HK$1.52 per share and an exercise
period ranging from 3 July 2017 to 2 July 2025.

The fair value of the 120,000,000 share options granted was
HK$45,599,000, of which the Group recognized a share option
expense of HK$34,366,000 during the current year.

The fair value of the share options granted on 3 July 2017 was
estimated as at the date of grant by Vigers Appraisal and Consulting
Limited, using a binomial model, taking into account the terms and
conditions upon which the options were granted. The following
table lists the inputs to the model:

7. BRRE @)

201651138  REEREFEIRARA R —
HEEREEAAEBIEEOREELE X
79,990,000 HE X - ZFIBIRENTERERET
f%1.5287% 7T » 1T1FHA20164F1 A 13H £2022
F15128 °

B #% 1 79,990,000 B R #E 2 A FE B
29,802,000 T + AEEINAE R I R
RIS (20174 : 12,102,000/ 7T) °

M20165F8 228  IREERIETEIMARRSE
FARRABZRBEBERANBREMNBATE
TEREHFEERAAEEMRBHEORERLE K
70,500,000 HEAXHE - ZFBRENTRE LT
f%1.75%8 70 - 1TEHAE20165F8 A22 A £2023
F8AH21H o

Ffr #% ) 70,500,000 h R #E 2 A F EH B
27,739,0007T + EARAREERAFE NERIBR
RS A #£7,699,00078 7L (20174F 18,410,000
FEIT) °

201767838  RIFEBREAERNRRRE
FARRARZ EERBEEMAEBFIREN RIS E
& $£120,000,00017 B HE - ZFIERBERITT
FEEASR1.528T 17 A2017F7A3H
Z£2025F7AH28 -

Fir #% 1 120,000,000 BE R EZ A FE A
45,599,000/ 7T « HFAREB DN AFERER
BERS MR S A ££34,366,000/8 7T °

201767 A3AREEREN D TE - B
Hr&EEE AR A RRE L B A =B ER
HZERBRRET SR - EREE BERERER
A R I o TRIIRFTABERNEZE T
=

Share price at the date of grant (HK$) 1.52 RIEFEEEZREGET) 1.52
Exercise price (HK$) 1.52 TEEET) 1.52
Dividend yield (%) 4.98 RS R (%) 4.98
Expected volatility (%) 38.0-40.0 T8 ERR Eh1E (%) 38.0-40.0
Risk-free interest rate (%) 1.22-1.42 L2 TR (%) 1.22-1.42
Exercise multiple 2.90 ITERBE 2.90
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37. Share Options (Continued) 37. BB AE )
The expected life of the options is based on historical data and is BEREMTEFHIZE L EIREH - IRNE
not necessarily indicative of the exercise patterns that may occur. TNAJREERAE AT TEIEN - TEERR B ThiRE £
The expected volatility was determined based on the movement of HHRRAARREZ ZEBMET  AVEERE
the share price of the Company since its listing, which may also not B FEQFER - WEEEFEOERES
necessarily be the actual outcome. No other feature of the options Efb Rl o

granted was incorporated into the measurement of fair value.

The following share options were outstanding under the Share REANRIEERR T EI M R TE 2 BN T
Option Scheme during the year:

Year ended 31 March

BE3A3MBLEE
2018 2017

Weighted Weighted

average average

exercise price exercise price
per share Number of per share Number of
SR MnE options BhRInE options
FEHITEE BREHE FTTEE B EZ A
HK$ ‘000 HK$ '000
BT T4 BT F15
At the beginning of year REF) 2.8165 310,540 3.0604 250,240
Granted during the year FREH 1.5200 120,000 1.7500 70,500
Lapsed during the year FRRK 2.0000 (18,500) 1.7285 (1,950)
Exercised during the year FERITE 1.7223 (3,250) 1.2900 (7,000)
Forfeited during the year FErRU - - 1.7500 (1,250)
At the end of year REFLE 2.4815 408,790 2.8165 310,540
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37. Share Options (Continued)

The exercise prices and exercise periods of the share options

outstanding as at the end of the reporting period are as follows:

2018

Number of options

Exercise price

37. BRE®)

REBEHR - RITEBRAEOITEERITEBN

T
20184

Exercise period

BRERE TEE 1TER
‘000 HKS$ per share
TR BRET
10,250 1.69 27-06-2014 to 26-06-2018
201456 H27H £201856H26H
1,250 1.69 27-06-2015 to 26-06-2018
201556 H27H £201856H26H
22,000 4.14 17-02-2014 to 16-02-2019
201452H17H£201952H16H
24,000 4.14 17-02-2015 to 16-02-2019
201552H17H£201952H16H
2,000 4.14 17-02-2016 to 16-02-2019
2016528178 F20194%28 168
47,650 4.07 30-06-2014 to 29-06-2019
201456 H30H £201956 H29H
50,650 4.07 30-06-2015 to 29-06-2019
201546530 H £20195F6 5291
1,000 4.07 30-06-2016 to 29-06-2019
201646530 H £2019F6 5291
39,995 1.528 13-01-2016 to 12-01-2021
2016518130 £2021F1812H
39,995 1.528 13-01-2017 to 12-01-2022
2017518130 £202251812H
10,250 1.75 22-08-2016 to 21-08-2021
201658 H22H £202158H21H
34,000 1.75 22-08-2017 to 21-08-2022
201758H22H£202258H21H
5,750 1.75 22-08-2018 to 21-08-2023
201858 H22H £202358H21H
40,000 1.52 03-07-2017 to 02-07-2022
201757H3HZ2022567H2H
60,000 1.52 03-07-2018 to 02-07-2023
2018F7H3HZ202357H2H
10,000 1.52 03-07-2019 to 02-07-2024
201957H3HZ202457H2H
10,000 1.52 03-07-2020 to 02-07-2025
20207H3HZ202557H2H
408,790
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37. Share Options (Continued)

37. BRE®)

2017 20174
Number of options Exercise price Exercise period
S 1IE(E 1T
‘000 HK$ per share
T BB

1,500 1.69 27-06-2013 to 26-06-2018
20136 H27H=2018F6H26H

10,500 1.69 27-06-2014 to 26-06-2018
20146 H27H=2018F6H26H

1,250 1.69 27-06-2015 to 26-06-2018
20156 H27H=2018F6H26H

22,000 4.14 17-02-2014 to 16-02-2019
20142 4178220192 16H

24,000 4.14 17-02-2015 to 16-02-2019
20152 A17H=2019%2H16H

2,000 4.14 17-02-2016 to 16-02-2019
20162 4178220192 16H

49,650 4.07 30-06-2014 to 29-06-2019
20146 A30H £2019F6H29H

50,650 4.07 30-06-2015 to 29-06-2019
20156 A30H £2019F6H29H

1,000 4.07 30-06-2016 to 29-06-2019
20166 A30H £2019F6H29H

39,995 1.528 13-01-2016 to 12-01-2021
20161 A13H 220214 1H12H

39,995 1.528 13-01-2017 to 12-01-2022
20171 138220229 1H12H

22,250 1.75 22-08-2016 to 21-08-2021
20165F8 A22H=202148H21H

34,000 1.75 22-08-2017 to 21-08-2022
20178 A22H=202248H21H

11,750 1.75 22-08-2018 to 21-08-2023
20188 A22H=2023F8H21H

310,540

At the end of the reporting period, the Company had 408,790,000
share options outstanding under the Share Option Scheme, which
represented approximately 5.10% of the Company’s shares in issue
as at that date. The exercise in full of the outstanding share options
would, under the present capital structure of the Company, result in
the issue of 408,790,000 additional ordinary shares of the Company
and additional share capital of HK$1,217,223,000 (before issue
expenses).
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37.

38.

39.

Share Options (Continued)

At the date of approval of these financial statements, the Company
had 408,290,000 share options outstanding under the Share Option
Scheme, which represented approximately 5.10% of the Company’s
shares in issue as at that date.

Other Reserves

The amounts of the Group’s reserves and the movements therein for
the current year and the prior year are presented in the consolidated
statement of changes in equity on pages 140 and 141 of the
financial statements.

Pursuant to the relevant laws and regulations for Sino-foreign
joint venture enterprises, a portion of the profits of the Group’s
subsidiaries which are established in the PRC has been transferred to
the statutory reserve which is restricted as to use.

Capital reserve represents additional contribution made by the
shareholders of the Company’s subsidiaries and, in the case of an
acquisition of an additional equity interest in a non-wholly-owned
subsidiary, the difference between the cost of acquisition and the
non-controlling interests acquired.

Revaluation reserve represents the difference arised from change in
use from owner-occupied properties to investment properties carried
at fair value.

Note to the Consolidated Statement of Cash
Flows
(a) Changes in liabilities arising from financing

37

38.

39.

. BREE)

RSP HRAIAEE B - RIBERETS - &
A 7]75408,290,00015 K771 EEILIE - FHERA
AREBEBTRMNH5.10% °

Hitvfei e

BRARERNAFERBEFENRHEREED
B2FRI MK E 140 R 141 BHARE s
BRA -

RIEBPINGECEMRBERIOER - ARERET
FERBEKRIZNMEARNBOMNEEERERE
EREIEERBE

BEARRBBEARRFRARZBRRELNEINE
B URESE-FERE T RRIMEINE
1% WIBR AR AT IR I s R E 2 58 o

EFEEEREEEMABEBMEESURF
EFIBRAIEEMELRNZRE

REREREBRWEE
(a) MEFHELENRERD

activities

Interest
payable
included
Interest-bearing in trade
bank and and other
other Domestic payables
borrowings  Short-term Senior - Medium-term Corporate company  EZREM
SERRTR notes notes notes bonds bonds  FEfIEIER
EfteE  EHRES BxE hAZE tRES BRNEES  WERHS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TR TR TR T TR TiEn
At 1 April 2017 R2017%F4R18 13,412,462 1,353,240 6,425,992 4,723,000 1,778,744 5,079,429 59,398
Interest expense HEEY - - 452,711 367,288 129,785 336,868 923,244
Changes from financing cash flows ~ BEB & 7% 1,184,232 (853,186) 2,261,693 (352,581) (123,816) (324,633) (938,824)
Loss on redemption of the 2014 Notes  EE120145 2 7 518 - - 89,876 - - - -
Exchange movement Eig 1,501,511 125,046 - 513,937 193,581 552,505 2,1
At31 March 2018 R201853A31A 16,098,205 625,100 9,230,272 5,251,644 1,978,294 5,644,169 45,929
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39. Note to the Consolidated Statement of Cash
Flows (Continued)

(b) Analysis of the net outflow of cash and cash

equivalents in respect of the disposal of

39.

SEBRERERMT &)

(b) REEMBARAZRERAESE
BYREFEIN

subsidiaries
2018 2017
HK$'000 HK$'000
FET FHETT
Cash consideration HEeRE 8,867 -
Cash and bank balances disposed of DHERS MIRTTEE (20,672) =
Net outflow of cash and cash equivalents REMBARIZES &
in respect of the disposal of subsidiaries BeEBYRLFE (11,805) -
40. Pledge of Assets 40. B EIE
Details of the Group’s bank and other borrowings, which are PN B ) B VR R 801 T I E A iR B S s &)
secured by the assets of the Group, are included in notes 13, 14, 15, HEBIFEIRIEMIET13 ~ 14~ 15~ 22 ~ 2729 o
22,27 and 29 to the financial statements.
41. Contingent Liabilities 41. KRaE
At the end of each reporting period, contingent liabilities not NEIPLEEK - BB ENREREBHRAEE
provided for in the financial statements were as follows: W :
2018 2017
HK$'000 HK$'000
FET FHETT
Guarantees given to banks in connection with AT ZHEROEE mRRTT

facilities granted to: REAELR -

Third parties B=7 12,574,525 9,396,341
The Group has provided guarantees in respect of banking facilities RNREFERETFHRITE T RENEDELRERE
granted by certain banks to the purchasers of the Group’s properties MENBROBTEEIZHER - BRIEZSER
held for sale and held for finance lease. Pursuant to the terms of B3R MAEBRLREABABRERER - &
the guarantees, if there is default of the loan payments by the EEaEEEANES  ERESHE - WEREK
purchasers and lessees, the Group is responsible to repay the BRNMERAGZRBITHEASIE - H18 » A%
outstanding loans together with accrued interest thereon and any EAEEE RS EREERERE . D&
penalty owed by the defaulted purchasers and lessees to banks. ZERLEEREEME ST  BREFEAEE
The Group is then entitled to take over the legal titles and usage PR BEEZERRESERERFIRITHNEM
rights of the related properties. For trade center units and residential EEBAHIL c RERE TN EEREEDE
properties sold, the guarantee period commences from the dates s @ BREBEEEAESEIRNSRE o
of grant of the relevant loans and ends when the purchasers obtain
the building ownership certificates which will then be pledged with
the banks. For residential and commercial properties under finance
leases, the guarantees will be released along with the full repayment
of loan principals by the lessees.
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41.

42.

Contingent Liabilities (Continued)

The Group did not incur any material losses during the financial
year in respect of the guarantees provided for mortgage facilities
granted to the purchasers and lessees of the Group’s properties.
The Directors consider that in case of default on payments, the net
realizable value of the related properties can cover the repayment of
the outstanding mortgage loans together with any accrued interest
and penalty, and therefore the fair value of the guarantees is not
significant.

Operating Lease Arrangements

(a) As lessor
The Group leases its investment properties (note 14) and
properties sold with cooperation and leasing arrangements
with the purchasers under operating lease arrangements
negotiated for terms ranging from one to twenty years. The
terms of the leases also require the tenants to pay security
deposits.

At the end of each reporting period, the Group had total future
minimum lease receivables under non-cancellable operating
leases with its tenants falling due as follows:

41.

42.

FAREE )

AEENMREENT EEAAEEYENER
RAT AR B RIB R AR TR B R T
AEAEE - EERA - HEBBRFENE
SR+ AR M AT IR E R A R IR 18
s RIS BRI - MIERY AFE
WREK

RERERS

(a) FFREMEA
AEBRECEMERHHELRENE
(M14) REERMAERAEZHNE
HEE  AEH-E - +FNEER -
BEERTATEEBXAAS -

MEBREHRR - FEERFEEBF TN
A KL HER TIIFERH 2 KK
RIEEUESEENT

2

/

2018 2017

HK$'000 HK$'000

FET FET

Within one year —FR 754,836 760,049
In the second to fifth years, inclusive EEERF(BIEEEMRF) 1,575,985 1,537,821
After five years RFE 488,270 416,518
Total st 2,819,091 2,714,388
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42. Operating Lease Arrangements (Continued) 2. REFERH (@
(b) As lessee (b) fEAZEFEA
The Group leases certain of its land and buildings and vehicles AEFUKELEHELHEARET LW EE
under operating lease arrangements. Leases are negotiated for ENAE  WEE—Z=2—+FHEER -

terms ranging from one to twenty years.

At the end of each reporting period, the Group had total future REREHR - AEBBBE A THLE
minimum lease payments under non-cancellable operating HEETIFEIHz R RGEB A
leases falling due as follows: T
2018 2017
HK$°000 HK$'000
FHET FHTT
Within one year —FR 133,205 268,729
In the second to fifth years, inclusive FEENF(REEEMSE) 127,817 396,533
After five years AF% 32,333 40,906
Total 1A 293,355 706,168
43. Commitments 43. &ifE
In addition to the operating lease commitments detailed in note B b SCR EE42(0) 7 il B 48 & FE &R R S
42(b) above, the Group had the following commitments at the end WEER - REEE AR

of each reporting period:

2018 2017
HK$'000 HK$'000
FTExT FHTT

Contracted, but not provided for: BRT4MEREE
Properties under development BRPME 10,470,922 8,787,653
Prepaid land lease payments BT AS 254,416 =
Total #Et 10,725,338 8,787,653
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44. Related Party Transactions 44,
(a) In addition to the transactions disclosed elsewhere in the
financial statements, the Group had the following material

transactions with related parties during the year:

BEALRS

(a) RUBRREAMBESPZERENRS
oh - RER - AEBEEEBATETT
FIERZS

2018 2017
HK$’000 HK$'000
FTHET FATT
Rental expense and related service fees for an PAEHWHES A KA
office property paid to: REEEBAZNT -
A company of which a Director of the Company A2 &8 SE(EZ%AR
was a controlling shareholder (note) B ER e —R A E (i EE) = 1,959

Note:

During the prior year, the Group leased the office property of a
company of which a Director of the Company was a controlling
shareholder. The rental and related service fees were based on terms
mutually agreed between both parties.

BRE

RARTEE - NEBRARRESEEERRR
—FEAREABRNE - HERAHERREES
B E AT E -

(b) Outstanding balances with related parties (b) EERAE A T 2B RE SR
Details of the Group’s amounts due from associates as at the N [ A R A A Sk O E LB A > % Y =
end of each reporting period are disclosed in note 18. TEEIB M 18385
(c) Compensation of key management personnel (c) ZEBTEETHEASTHH
of the Group
2018 2017
HK$°000 HK$'000
FTHERT FET
Short term employee benefits EHEERET 65,835 55,366
Post-employment benefits BB R 73 >4
Share-based payments AR AR MR RER 34,366 12,102
Total compensation paid to key YNFEEERAB
management personnel EOEz Al Pt 100,274 67,522

Further details of Directors’ emoluments are included in note 8
to the financial statements.

In prior year, the rental expense for office properties paid to
the related parties above also constitute continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

ESMEE - SFBRRMBFHREM
8 o

RBEFE - ERARNRAZOESFXH

BEATRZMEK ETRAE14ATE RN
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31 March 2018 201843 H31H

45,

46.

Financial Instruments by Category

Other than the held-for-trading investments at fair value through
profit or loss as disclosed in note 26 which are stated at fair value
and the available-for-sale investments in note 19 which are stated
at historical cost, all financial assets and liabilities of the Group as
at 31 March 2018 and 2017 are loans and receivables and financial
liabilities stated at amortized cost, respectively.

Fair Value and Fair Value Hierarchy of Financial
Instruments

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that reasonably
approximate to fair values, are as follows:

45.

46.

ERTH

B%W&zesﬁﬁ%gmﬁﬂ?a@ NEEVNERZ T
EBE B E KM E 197 # 55 1) LA 52 B AR 51 BR
ZAHEESRIEEIN - R2018F 201743 A
310 AREMNFIECREENMAEN R AE
SRELFENGRIE RIS A AR SR A E -

EMTREZAFERDIFEERES

FEEZeRMIAZFEAERA
RDHEBEARTERINDT -

B (AR (E 62

Carrying amounts Fair values
RRTEE ATE

2018 2017 2018 2017
HK$'000 HK$'000 HK$°000 HK$'000
FHET FH&T FTHET FHTT
Short-term notes EHRES 625,100 1,353,240 647,446 1,385,038
Senior notes BEZE 9,230,272 6,425,992 8,894,383 6,587,532
Medium-term notes hEIE S 5,251,644 4,723,000 5,261,155 4,856,191
Corporate bonds EES 1,978,294 1,778,744 1,874,550 1,743,988
Domestic company bonds ARBMES 5,644,169 5,079,429 5,169,152 4,991,584
22,729,479 19,360,405 21,846,686 19,564,333

Management has assessed that the fair values of cash and
cash equivalents, trade receivables, financial assets included in
prepayments, deposits and other receivables, financial labilities
included in trade and other payables, current portion of interest-
bearing bank and other borrowings and amounts due from
associates, approximate to their carrying amounts largely due to the
short term maturities of these instruments.

China South City Holdings Limited ZER3HIZRGR A 7
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

46. EMTE 2 AV ERLATFEERERS

46. Fair Value and Fair Value Hierarchy of Financial

Instruments (Continued)

The Group’s management is responsible for determining the
policies and procedures for the fair value measurement of financial
instruments. The management reports directly to the Directors and
the audit committee. At each reporting date, the management
analyzes the movements in the values of financial instruments and
determines the major inputs applied in the valuation. The valuation
is reviewed and approved by the Directors. The valuation process
and results are discussed with the audit committee twice a year for
interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liguidation sale. The following methods and assumptions were used
to estimate the fair values:

The fair values of the non-current portion of other long-term
receivables and interest-bearing bank and other borrowings have
been calculated by discounting the expected future cash flows using
rates currently available for instruments with similar terms, credit risk
and remaining maturities. The Group’s own non-performance risk
in interest-bearing bank and other borrowings as at 31 March 2018
was assessed to be insignificant. The fair values of the non-current
portion of other long-term receivables and interest-bearing bank
and other borrowings are not materially different from their carrying
amounts.

The fair values of short-term notes, senior notes, medium-term
notes, corporate bonds and domestic company bonds are calculated
using the quoted market prices on 31 March 2018.

(&)
AEEEEEREETSR I AN FEFEZK
REERF - EEEERAEEREZZEE®R
EoRBEREAH  ERELMERMIAZBE
EHVEFHETERNIELE - HERES
ERLME - HERERERHBRZEGEF
MR - MEZ2FIR PR FEM RS o

TREERBENATEIZRITEBRE S (GRA
FFRHERINERBERHGFETIMNTA
ZBRARR o hEt A TERAZ 77E R RS
AN

Hih REEWEIE - st EERTREMEE 2 FEAD
HBANATENERERE AR TAF
FB 2 BRATHI R BB OMER ~ R ER R T 25
H  #EBEBARBEeREME - K20185F
3A318  AEEA SR BRITREMEEZ
TRAORRETE AT TEKX - ARG
B METBIRTT R EAE B IERN AR S M)A FEH
REBEEETK -

HHRES  BAEE - PHEER - PEEHFK
BAREESF 2 AFETIRE2018F3 318
MIZER 2 REET -
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

46. Fair Value and Fair Value Hierarchy of Financial 46. £RTAAFER AL ELSHERE

Instruments (Continued) (#8)
Fair value hierarchy AT EER
The following tables illustrate the fair value measurement hierarchy TRIRAER ST EZ A FEFEER

of the Group's financial instruments:

Assets measured at fair value: BAFEFECEE
As at 31 March 2018 72018%3H31H

Fair value measurement using
quoted prices in active markets
(Level 1)

ERANERT IS 2 RE
WAFETE

(SE14%)

HK$'000

FHET

Held-for-trading investments at fair value through & BI85 AR F(ETIBR Y
profit or loss REEERE 205,966

As at 31 March 2017 201743 H31H

Fair value measurement using
quoted prices in active markets
(Level 1)
ERRERT IS 2 RE

A FERE

(1)

HK$’000

THETT

Held-for-trading investments at fair value through BRBEEAATESRZ
profit or loss REEERE -
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31 March 2018 201843 H31H

46. Fair Value and Fair Value Hierarchy of Financial 46.

Instruments (Continued)

Fair value hierarchy (Continued)

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfer into or out of Level 3
(2017: Nil).

Liabilities for which fair values are disclosed:

As at 31 March 2018

ERMIECZATFERAFESHRES
(58)

AEEERE)

KERN - RFEFERBVRBNEFE 2452 M
I R I K dmeE A ok = 3R B (20174 ¢
;) o

ERBEATEZEREE
R20184%3A31H
Fair value
measurement using

quoted prices in
active markets

(Level 1)
FEARNERMEZ
BKEHAFEFTE
(-8
HK$'000
FEx
Short-term notes RHRE S 647,446
Senior notes BLERE 8,894,383
Medium-term notes PHIZE 5,261,155
Corporate bonds rEES 1,874,550
Domestic company bonds BARARES 5,169,152
21,846,686

As at 31 March 2017 M20179F3A31H
Fair value

measurement using
quoted prices in
active markets

(Level 1)
FRARNERTSZ
HKEMNATENE
(B—H)
HK$'000
FAT
Short-term notes RHRE S 1,385,038
Senior notes BREE 6,587,532
Medium-term notes hHIZEE 4,856,191
Corporate bonds TrEESH 1,743,988
Domestic company bonds BARNRES 4,991,584
19,564,333
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

47. Financial Risk Management Objectives and
Policies
The Group's principal financial instruments comprise bank and other
borrowings, short-term notes, senior notes, medium-term notes,
corporate bonds, domestic company bonds and cash and short-term
deposits. The main purpose of these financial instruments is to raise
finance for the Group's operations. The Group has various other
financial assets such as trade receivables, which arise directly from its
operations.

The main risks arising from the Group’s financial instruments are
interest rate risk, credit risk, liquidity risk and foreign exchange risk.
The Board of Directors reviews and agrees policies for managing
each of these risks and they are summarized below.

Interest rate risk

The Group's exposure to interest rate risk relates primarily to the
Group's borrowings. The interest rates and terms of repayment of
the Group’s borrowings are disclosed in notes 29, 30, 31, 32, 33
and 34 to the financial statements. The Group’s policy is to obtain
the most favorable interest rates available for its borrowings.

The Group will constantly assess the interest rate risk it encounters to
decide whether it is required to hedge against the possible interest
rate risk that may arise.

On 31 March 2018, if the interest rate of bank borrowings had
increased/decreased by 0.5% and all other factors remained
unchanged, the profit after tax for the year of the Group would
have decreased/increased by approximately HK$51,217,000 (2017:
HK$50,297,000).

China South City Holdings Limited ZER3HIZRGR A 7
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TREE  IWEREREHEEELNRKES
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NOTES TO FINANCIAL STATEMENTS (Continued)
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31 March 2018 201843 H31H

47. Financial Risk Management Objectives and 47. BiXEREEEEREE @)

Policies (Continued)

Credit risk

The credit risk of the Group’s financial assets, which comprise cash
and cash equivalents, trade and other receivables, arises from default
of the counterparty, with a maximum exposure equal to the carrying
amounts of these instruments. The Group is also exposed to credit
risk through the granting of financial guarantees, further details of
which are disclosed in note 41 to the financial statements.

To manage the risk, deposits are mainly placed with banks with
high credit quality. The Group trades only with recognized and
creditworthy third parties. For the sales of properties, the Group
has policies in place to ensure that sales are made to buyers with
appropriate financial strength and appropriate percentage of down
payments. The Group would not release the property ownership
certificates to the buyers before the buyers fully settle the payment.
It also has other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group
reviews regularly the recoverable amount of each individual trade
receivable to ensure that adequate impairment losses are made
for irrecoverable amounts. With exposure spread over a number
of counterparties and customers, the Group has no significant
concentration of credit risk.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in note 24 to the
financial statements.

Liquidity risk

The Group's objective is to maintain a balance between continuity
of funding and flexibility through the use of bank and other
borrowings, short-term notes, senior notes, medium-term notes,
corporate bonds and domestic company bonds.

FEEE
rEEeREERRREMASEEY - BKE
SRR M EMEEFRIBRNEERBRREHTHER
3 MATBEERNESERENUE TANK
HfE - AEETFEERMERFRIHEHEER
% BRAFIENMBRAME P IE -

REERR  AREXEREFRFAREELER
BERTT - NEBERMNE R AEEBNE=TET
X% HEVMFEIE - AREEETBORRER
MEAFBEMKE N RNEE A0 L EHNK
MERFELIEE - EEXZBEENTA - A%
BETeRERHEESE - NEET S LMEE
R Fr ARELR BRERBRAE 15 UK @ B BASKOR = b oh
AEEFHEMEREANE S YRR AT
ElEFE - AR AU E S FEEH R SRRIE
BRI - AEBEYBEAEAEPEERR -
mATE SR ER DA ZEXZHFRER

BRAKEE 5 RUSRRAEE R PTAEN
BB H0E — 2 B BURR B # R M fE 24P 3

=

RENE & E R

AEEN A RRBBEMRITREMEE - 55
RMES  BERE  PHRE  CEEFRHER
DAERS  BBESHEERTEE M T
-
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47. Financial Risk Management Objectives and 47. BiXEREEEERKE @)
Policies (Continued)

Liquidity risk (Continued) nBESRRE)
The maturity profile of the Group’s financial liabilities as at the end AREENREHRFNSRE BRI EIAR R (R
of the reporting period, based on the contractual undiscounted RERARFTRMAFAT :

payments, was as follows:

2018
On Within One to Two to Beyond
demand oneyear twoyears fiveyears five years Total
FEZR —fR E-E-F FIERF LER st

HK$°000 HK$°000 HK$"000 HK$'000 HK$'000 HK$°000
THET TR TR FHET THET T

Interest-bearing bank and FEHRITR

other borrowings Hitnfg & - 7,892,373 4,193,177 4,933,369 864,157 17,883,076
Short-term notes RHRES - 665,732 - - - 665,732
Senior notes BERE - 787,438 3,712,906 9,935,011 - 14,435355
Medium-term notes FHRE - 2874210 2,699,182 - - 5573392
Corporate bonds TEER - 1,97829% - - - 1,978,294
Domestic company bonds BANEESR - 4,094780 1,870,174 - - 5,964,954
Financial liabilities included in 5t AERTE 5 R Eft

trade and other payables ENFENSRARE - 9,705,579 - - - 9,705,579
Financial guarantees granted  $HE=F &K ¥

to third parties BITSTER 12,574,525 - - - - 12,574,525
Total st 12,574,525 27,998,406 12,475,439 14,868,380 864,157 68,780,907

2017
On Within One to Two to Beyond
demand one year two years five years five years Total
K —FR H-Z=F F-=IF L% @5t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT THT TAT TR THT TAL

Interest-bearing bank and FHRIRITR

other borrowings Hifg g - 7554399 3,795,546 2,726,861 273,223 14,350,029
Short-term notes RERES - 1,419,549 - - - 1,419,549
Senior notes BREE - 649,809 359,539 6,388,688 - 7,398,036
Medium-term notes HHER - 337,182 2,592,582 2,434,704 - 5,364,468
Corporate bonds rEESF - 118,409 118,409 2,046,776 - 2,283,594
Domestic company bonds BAARIER - 310,456 3,693,556 1,686,926 - 5,690,938
Financial liabilities included in 5t AJERE 5 & Efth

trade and other payables ENZENSREE - 8,663,678 = = - 8,663,678
Financial guarantees granted ¥/ =H#%F

to third parties B HEIR 9,396,341 = = = = 9,396,341
Total st 9,396,341 19,053,482 10,559,632 15,283,955 273,223 54,566,633
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47. Financial Risk Management Objectives and 47. BiXEREEEEREE @)

Policies (Continued)

Foreign exchange risk

The Group only conducts business within Mainland China. Except
for interest payables, repayment of foreign currency loans obtained
to finance the Group’s operations and any potential future dividends
of its subsidiaries that might be declared to their shareholders,
the bulk of the Group’s revenue, capital investment and expenses
are denominated in RMB. At the date of approval of the financial
statements, the Group has not experienced any difficulties in
obtaining government approval for its necessary foreign exchange
purchases. During the year, the Group did not issue any financial
instruments for hedging purposes.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the RMB
exchange rate, with all other variables held constant, of the Group's
profit before tax (due to changes in the fair value of monetary assets
and liabilities).

4B R

AEBEEPBRAELEER - RENNE A
SEBE LEMEMISNINEERNERIAK
HIE DR A ae M EIRRE IR EAEERE
S REBARHOWA - ERRERFIIAA
REE BB - RESIAMERE - AREER
BB XABBERINETE » 1eR8B EER
WEE - FA - AREWESE B OMETTER
SRITA o

TRETEMEEMEEEFTENERT - A
SEBRAFNEREE ARG AREERNATES
ERPHNHRE - ARRANBNES HEEE
BENABOHRFELIRESEAIE -

Increase/
(decrease) in
Changes in profit before tax

RMB rate  HiAl &I 0/
ARBERRE) (R2)
% HK$°000
FTHET

2018 20185

If Hong Kong dollar weakens against RMB BT ARBES 5 55,206
If Hong Kong dollar strengthens against RMB RS TT A R0 5 (55,206)
2017 20174

If Hong Kong dollar weakens against RMB BT A R eSS 5 53,316
If Hong Kong dollar strengthens against RMB AT H A R w0 5 (53,316)
Capital management BEXER

AEBEAEENERBRER T RANKER
BRRLBRERNL RN  SHGEEBE
ERBERZARREE -

The primary objectives of the Group’s capital management are to
safeguard the Group'’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximize shareholders’ value.
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47. Financial Risk Management Objectives and
Policies (continued)
Capital management (Continued)
The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were
made in the objectives, policies or processes for managing capital
during the years ended 31 March 2018 and 31 March 2017.

The Group monitors capital using a gearing ratio (net debt to the
total equity) and total liabilities to total assets ratio. Net debt includes
interest-bearing bank and other borrowings, short-term notes, senior
notes, medium-term notes, corporate bonds and domestic company
bonds, less cash and cash equivalents and restricted cash. The
gearing ratios as at the end of the reporting periods were as follows:

BREREEEEREE®)

BEREE(®)

AEBRECE B RN ES) KBRS Er R
2 BEHEEAERITHEELR AR - AEK
FRENERE  AEE TS AR RMRRIEE
RS MRFRIREE AR EITHIR - ANEE
BAETEMINRIENNERRTE - B =2018
F3H318 K2017F3A31HILEFE » WEF K
BEAREEMEEZ - BURSEER ©

AEBRBENBBEL R (EBFRG AR
BINMBEHEELTERENER - EFFH
BEARRITREMER  EHRES  BEF
& PHEIRE - CEREFREARREFRR S
EREEBYRIREIRE - RREHR - EX
BELLEMT

2018 2017
Notes HK$'000 HK$'000
BaE FET FHET
Interest-bearing bank and other borrowings SESRTREMESE 29 16,098,205 13,412,462
Short-term notes EEHRES 30 625,100 1,353,240
Senior notes BRER 31 9,230,272 6,425,992
Medium-term notes hEAE 32 5,251,644 4,723,000
Corporate bonds hEESH 33 1,978,294 1,778,744
Domestic company bonds EBRARIES 34 5,644,169 5,079,429
Less: Cash and cash equivalents and restricted J : ZR& MRS FEY KL
cash ZREIEE 27 (10,655,692) (10,490,909)
Net debt B FRE 28,171,992 22,281,958
Total equity AR 36,400,754 28,479,391
Total assets BB E 111,545,966 88,975,833
Total liabilities weE 75,145,212 60,496,442
Net debt/Total equity BERAEHER 77% 78%
Total liabilities/Total assets BEHEELXR 67% 68%
48. Event After the Reporting Period 48. HEHREERBEE

On 24 May 2018 and 4 June 2018, the Company issued senior
notes with an aggregate principal amounts of US$150,000,000 and
US$100,000,000, respectively (collectively known as, the “2018 May
Notes”). The 2018 May Notes are listed on the Singapore Exchange
Securities Trading Limited. The 2018 May Notes carry interest at
the rate of 10.875% per annum, payable semi-annually on 24
February and 24 August in arrears, and will mature on 24 August
2020, unless redeemed earlier. The offering price was at 99.654%
and 99.649% of the principal amount of the 2018 May Notes of
US$150,000,000 and US$100,000,000, respectively.

China South City Holdings Limited ZER3HIZRGR A 7
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49. Statement of Financial Position of the Company 49. A TB iR R &K

31 March 31 March
2018 2017
20184 20174
3A31H 3A31H
HK$'000 HK$'000
FET FAT
NON-CURRENT ASSETS FEREEE
Property, plant and equipment ME - = MK 1,177 909
Investments in subsidiaries B A RHIEE 3,246,958 3,246,958
Total non-current assets IEmBNEELRTE 3,248,135 3,247,867
CURRENT ASSETS REEE
Due from subsidiaries FEUB B AT FRIA 13,521,584 8,767,553
Prepayments, deposits and other receivables BB - %4 &
Hh FEUGRIE 514 514
Cash and cash equivalents e RBEEEEY 631,113 2,429,336
Total current assets BNV EEARTE 14,153,211 11,197,403
CURRENT LIABILITIES REAE
Other payables, accruals and HAERFRIE - EEIEE &
deposits received [REei7n 144,184 133,337
Total current liabilities mEAERE 144,184 133,337
NET CURRENT ASSETS REBEERE 14,009,027 11,064,066
TOTAL ASSETS LESS EERERRBEE
CURRENT LIABILITIES 17,257,162 14,311,933
NON-CURRENT LIABILITIES FEREBEE
Senior notes BrEER 9,230,272 6,503,653
Total non-current liabilities EREBEAESE 9,230,272 6,503,653
Net assets BESE 8,026,890 7,808,280
EQUITY Ex
Share capital f% A 7,060,973 7,054,362
Reserves (note) HibEE (M) 965,917 753,918
Total equity e AEEE 8,026,890 7,808,280
CHENG CHUNG HING Z}#2 # SONG CHUAN 5)I|
Director &% Director &%
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49. Statement of Financial Position of the Company

(Continued)
Note:

A summary of the Company’s reserves is as follows:

49. R EIMEARRER (E)

BifeE

AR HERBEENT

Share option Retained

reserve profits Total

MRS REBFIHE Hst

HK$'000 HK$'000 HK$'000

FET FAET FHT

At 1 April 2016 M2016F441H 140,818 888,212 1,029,030
Profit for the year FERFE = 96,140 96,140
Equity-settled share option arrangement A S E BB IR 30,612 = 30,612
Exercise of share options 1T (1,548) = (1,548)
Lapse of share options RERR 3 (637) 637 -
Final 2016 dividend paid BEf2016 K HAAR S - (400,316) (400,316)
At 31 March 2017 M201743AH318 169,245 584,673 753,918

Share option Retained

reserve profits Total

BRERE REBRHE mEt

HK$’000 HK$’000 HK$000

FET FET FHET

At 1 April 2017 W2017F4818 169,245 584,673 753,918
Profit for the year FRFHE - 571,264 571,264
Equity-settled share option arrangement DA S E R BB IS 2 BE 42,065 - 42,065
Exercise of share options foididibed (1,014) = (1,014)
Lapse of share options i e 2k 2 (7,501) 7,501 =
Final 2017 dividend paid B 2017 RERR S = (400,316) (400,316)
At 31 March 2018 M2018F3H31H 202,795 763,122 965,917

The share option reserve comprises the fair value of share options granted
which are yet to be exercised, as further explained in the accounting policy
for share-based payments in note 2.4 to the financial statements. The amount
will either be transferred to the share capital when the related options are
exercised, or be transferred to retained profits should the related options
expire.

BRERBESCRHBERTEZBRENATE
HEBRESFHNMBRERME2.40 - ERBEER
BRATE  WeEEBARK  KEERHRBELR
Mo RESESRENE -

50. Approval of the Financial Statements 50. #tZ B =R

The financial statements were approved and authorized for issue by EEEH2018F6 H28 B #EfE IR BB 755
the Board of Directors on 28 June 2018. *xe
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