The directors of the Company (the “Directors” or the “Board") are pleased
to present to the shareholders their report together with the audited
consolidated financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31st December, 2017 (the "Year").

PRINCIPAL ACTIVITIES

During the Year, the Company acted as an investment holding company
and its subsidiaries were principally engaged in property investment
and development, brokerage, securities investment, money lending and

cosmetics distribution and trading.

BUSINESS REVIEW

A review of the business of the Group during the Year, discussion on
the Group's future business development and description of possible
risks and uncertainties that the Group may be facing can be found in the
Chairman’s Statement of this annual report. Furthermore, the financial
risk management objectives and policies of the Group can be found in
Note 5 to the consolidated financial statements. Particulars of important
events affecting the Group that have occurred since the end of the Year
are contained in the Chairman’s Statement of this annual report. An
analysis of the Group's performance during the Year using financial key
performance indicators is provided in the Financial Operation Review of
this annual report. Discussions on the Group's environmental policies and
performance, relationships with its key stakeholders, and compliance with
the relevant laws and regulations that have a significant impact on the
Group are provided/will be provided in the Chairman’s Statement, the
Corporate Governance Report, the Directors’ Report of this annual report
and/or the 2017 Environmental, Social and Governance Report to be
available on the websites of The Stock Exchange of Hong Kong Limited

(the "Stock Exchange”) and the Company respectively.

OPERATING SEGMENTS INFORMATION

The Group's revenue and contribution to profit for the Year from
operations analysed by principal activities are set out in Notes 7 and 8 to

the consolidated financial statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company's principal subsidiaries and associates as at
31st December, 2017 are set out in Notes 49 and 50 to the consolidated

financial statements respectively.
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RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated

statement of comprehensive income on pages 96 to 97.

During the Year, the Board had declared and paid the following interim
dividends:—

1. declared and paid an interim dividend of HK20 cents per share
(payment date: 13th September, 2017) (2016: HK1 cent per

share); and

2. declared and paid special interim dividends of HK$2.91 per share
(payment date: 23rd June, 2017), HK64 cents per share (payment
date: 10th February, 2017) and HK$1.36 per share (payment date:
10th February, 2017) (2016: HK$7.33 per share in total).

The Board resolved to recommend the payment of a final dividend of

HK10 cents per share (2016: HK1 cent per share) for the Year.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last

five years is set out on pages 257 to 258.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group as at 31st December,

2017 are set out on pages 259 to 264.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the Year are set out

in Note 20 to the consolidated financial statements.

INVESTMENT PROPERTIES

During the Year, the Group acquired one freehold property in the
United Kingdom (through acquisition of a subsidiary) of equivalent
to approximately HK$1,779,563,000 (2016: acquired two freehold
properties in the United Kingdom of approximately HK$3,554,052,000
in aggregate). Investment properties in Mainland China with an aggregate
carrying amounts of approximately HK$347,162,000 (2016: investment
properties in Hong Kong and Mainland China with an aggregate carrying
amounts of HK$20,177,691,000) were disposed of during the Year.
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INVESTMENT PROPERTIES (contd)

Details of the above and other movements in investment properties
during the Year are set out in Note 19 to the consolidated financial

statements.

SHARE CAPITAL

Movements in the share capital of the Company during the Year are set

out in Note 36 to the consolidated financial statements.

RESERVES

Movements in the reserves of the Group during the Year are set out on
pages 100 to 104.

As at 31st December, 2017, the Company's reserves available for
distribution, calculated in accordance with the Companies Act 1981 of
Bermuda (as amended), amounted of approximately HK$16,836,014,000
(2016: HK$9,865,565,000).

GROUP BORROWINGS AND INTEREST
CAPITALISED

Details of bank borrowings and other borrowings repayable within one
year or on demand and long-term secured bank borrowings, other
borrowings and loan from a Director are shown in Notes 34 and 37 to the

consolidated financial statements.

Interest capitalised during the Year by the Group amounted to
approximately HK$140,000 (2016: HK$2,513,000).

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist under the laws of Bermuda, being the

jurisdiction in which the Company is incorporated.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the Year, neither the Company nor any of its subsidiaries had

purchased, sold or redeemed any of the Company's listed securities.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
approximately HK$158,000 (2016: HK$545,000).
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue attributable to the Group's largest customer and
five largest customers accounted for approximately 21% and 57% of the

Group's total revenue for the Year respectively.

The aggregate purchases attributable to the Group's largest supplier and
five largest suppliers accounted for approximately 61% and 749% of the

Group's total purchases for the Year respectively.

At no time during the Year did a Director, a close associate of a Director or
a shareholder of the Company (which to the knowledge of the Directors
own more than 5% of the Company's share capital) have an interest in

any of the Group's five largest customers or suppliers.

DIRECTORS

The Directors during the Year and up to the date of this Directors’ Report

are:—

Executive Directors:

Ms. Chan, Sze-wan (Chief Executive Officer)

Ms. Chan, Hoi-wan (appointed on 13th February, 2017)
Ms. Chan, Lok-wan

Mr. Lam, Kwong-wai

Non-executive Directors:
Mr. Lau, Ming-wai (Chairman)
Ms. Amy Lau, Yuk-wai

Independent Non-executive Directors:
Mr. Chan, Kwok-wai

Ms. Phillis Loh, Lai-ping

Mr. Ma, Tsz-chun

Mr. Chan, Kwok-wai, Ms. Phillis Loh, Lai-ping and Mr. Ma, Tsz-chun will
retire from office at the forthcoming annual general meeting pursuant to
Bye-law 111 of the Bye-laws of the Company and all being eligible will

offer themselves for re-election.
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS

As at 31st December, 2017, the interests and short positions of the
Directors and chief executives of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the laws of Hong Kong (the “SFO")) as
recorded in the register kept by the Company pursuant to section 352 of
the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to Appendix 10 of the Model Code for Securities Transactions by
Directors of Listed Issuers contained in the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules") were as follows:—
1 The Company
Number of

Shares Held
FERGEE

Name of Directors

EEpS

Mr. Lau, Ming-wai 1,430,700,768 3
(“Mr. MW Lau")

RSB EE ([RIGELTE])

Ms. Chan, Hoi-wan 1,430,700,768 @

(“Ms. HW Chan")
BReleE £+ ([BREVEE R L)
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56 | ERTREABSL

Interest in controlled corporation 74.99%
and other
RRIESI A A2 B a2 H A

Interest in controlled 74.99%

corporation, trustee, interest
of children under 18 and
other

REZEHIRR 2 S FEA
R8T X 2 et M H A

Notes:

* Mr. MW Lau was deemed to be interested in 1,430,700,768 shares of
the Company in aggregate. 476,425,000 shares of the Company were
directly owned by Century Frontier Limited, which was wholly owned
by Mr. MW Lau. Mr. MW Lau was also deemed to be interested in
954,275,768 shares of the Company indirectly held by Ms. HW Chan as
the trustee for her minor children Lau, Chung-hok and Lau, Sau-wah by
virtue of the right of first refusal granted to Century Frontier Limited for
those 954,275,768 shares under a right of first refusal deed.

# Ms. HW Chan was deemed to be interested in 1,430,700,768 shares
of the Company in aggregate. 954,275,768 shares of the Company
were indirectly owned by Sino Omen Holdings Limited, the entire issued
share capital of which was held by Ms. HW Chan as the trustee of her
minor children Lau, Chung-hok and Lau, Sau-wah. Ms. HW Chan was
also deemed to be interested in 476,425,000 shares of the Company
indirectly held by Mr. MW Lau by virtue of the right of first refusal
granted to Sino Omen Holdings Limited, Solar Bright Ltd. and Joseph
Lau Luen Hung Investments Limited for those 476,425,000 shares
under a right of first refusal deed.

b

* BINS 1B AR B A KA 1,430,700,768% A
A AR 9 © 476,425,0008% 78 A & AR 19 F Century
Frontier Limited & #% # 4 - Century Frontier Limited
HESEREE2EBHEE - BIBEBRETNERAE
EEERIBLZT (ERERKFF M2 RS
FE 278N ) BB 2954,275,768R AN A 7
%1% A Century Frontier Limitedi® @R 1B — D&

R MR 3% 55 954,275,768 M ER T
B RERE-

* PR\ B 2 T AR e KA 1,430,700,768 K AR 12
A% ° 954,275,768% 2~ A B %15 1 Sino Omen
Holdings Limitedf# %A - K 2 82 &7 AR
BB (FEREARKF F 2 2Ifh 2 KL 85
ZEFRAFBE - RINBLETNEEREEHE
WS 1Z 55 AR 15 2 476,425,00008 A 2 RII& 5 -
A Sino Omen Holdings Limited + Solar Bright Ltd. 5
Joseph Lau Luen Hung Investments Limited3#5 8
R IR — 10 8 5T RIEB R IR T 3L 7% 476,425,000
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DIRECTORS' AND CHIEF EXECUTIVES'
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS
(Cont'd)

Il Associated corporations of the Company

Name of

Name of Associated Number of
Director Corporations Share(s) Held
Esng HHEE SR FriRHEE

Ms. HW Chan Sino Omen Holdings Limited 1,000 *
BelBa L

Ms. HW Chan Solar Bright Ltd. 1 *
BelBa L

BEERBEITHRAERA QAT RME
BrEELHER

I AT ZEEEE

Percentage of
Issued Share

Capacity Capital
B | ERTRABOL
Trustee and 100%
interest of children under 18
BREARKMI85H F XL
Interest in controlled corporation, 100%

trustee and

interest of children under 18
REEH AR 2R FEAR
KM T X2 e

Note:

* Ms. HW Chan (as the trustee for her minor children Lau, Chung-hok and
Lau, Sau-wah) directly held the entire issued share capital of Sino Omen
Holdings Limited. Sino Omen Holdings Limited directly held the entire
issued share capital of Solar Bright Ltd.. Therefore, Ms. HW Chan as the
trustee for her said minor children was also regarded as interested in the
entire issued share capital of Solar Bright Ltd..

The interests stated above represent long position. The percentage
shown was the number of shares the relevant Director was interested
in expressed as a percentage of the number of issued shares as at 31st
December, 2017.

Save as disclosed above, none of the other Directors and chief executives
of the Company had or were deemed under the SFO to have any interests
or short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of Part
XV of the SFO) as at 31st December, 2017.

During the Year, none of the Directors and chief executives of the
Company nor their spouses or children under 18 years of age were
granted or had exercised any right to subscribe for any securities of the

Company or any of its associated corporations.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SECURITIES OF THE COMPANY

As at 31st December, 2017, so far as are known to any Directors or chief
executives of the Company, the following parties (other than Directors or
chief executives of the Company) were recorded in the register kept by
the Company under section 336 of the SFO, or as otherwise notified to
the Company, as being directly or indirectly interested or deemed to be

interested in 5% or more of the issued share capital of the Company:—

Name of Substantial Number of
Shareholders Shares Held
FTERRERE KRG ER

Mr. Joseph Lau, Luen-hung 1,430,700,768 A
("Mr. Joseph Lau")
RIS ([RIB T AE])

Sino Omen Holdings Limited 1,430,700,768 @
Solar Bright Ltd. 1,430,700,768 W
Century Frontier Limited 1,430,700,768 &
Joseph Lau Luen Hung 707,409,820 W

Investments Limited
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3%

Interest of spouse, interest of
children under 18 and other
B 48 2 7 2~ R 187K

F o2 R R H A

Interest in controlled corporation
and other

REES Rz #Em Rk EAi

Beneficial owner,

interest in controlled corporation

and other
EmEA A REEHAE 2
T R EHA

Beneficial owner and other

BEaBEAANEM

Beneficial owner and other

BB ANREM

Percentage of
Issued Share

Capital
ERTRAETL

74.99%

74.99%

74.99%

74.99%
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SECURITIES OF THE COMPANY (Contd)

Notes:

o Mr. Joseph Lau was deemed to be interested in the same parcel of
shares that his spouse, Ms. HW Chan, and his minor children, Lau,
Chung-hok and Lau, Sau-wah, deemed to have interests.

* Sino Omen Holdings Limited held the entire issued share capital of
Solar Bright Ltd. and therefore was regarded as interested in the same
parcel of shares held by Solar Bright Ltd.. Solar Bright Ltd. held the entire
issued share capital of Joseph Lau Luen Hung Investments Limited
and therefore was regarded as interested in the same parcel of shares
held by Joseph Lau Luen Hung Investments Limited. Joseph Lau Luen
Hung Investments Limited directly held 230,984,820 shares of the
Company while Solar Bright Ltd. directly held 723,290,948 shares of
the Company. Sino Omen Holdings Limited, Solar Bright Ltd. and Joseph
Lau Luen Hung Investments Limited were also deemed to be interested
in 476,425,000 shares of the Company directly held by Century
Frontier Limited by virtue of the right of first refusal granted to them for
those 476,425,000 shares under a right of first refusal deed. As such,
Solar Bright Ltd. and Joseph Lau Luen Hung Investments Limited were
deemed to be interested in 1,430,700,768 shares and 707,409,820
shares of the Company in aggregate respectively; Sino Omen Holdings
Limited was deemed to be interested in 1,430,700,768 shares of the
Company, which were referred to in the interests of Ms. HW Chan
as disclosed under “Directors’ and Chief Executives' Interests in the
Securities of the Company and Associated Corporations”.

* Century Frontier Limited directly held 476,425,000 shares of the
Company. Century Frontier Limited was also deemed to be interested
in 954,275,768 shares of the Company directly held by Solar Bright Ltd.
and Joseph Lau Luen Hung Investments Limited in aggregate by virtue
of the right of first refusal granted to it for those 954,275,768 shares
under a right of first refusal deed. As such, Century Frontier Limited was
deemed to be interested in 1,430,700,768 shares of the Company
in aggregate, which were referred to in the interests of Mr. MW Lau
as disclosed under “Directors’ and Chief Executives' Interests in the
Securities of the Company and Associated Corporations”.

FTERERNRADBZBFELR )

BB ABEAEETRIBL I RER
PR FREFRR B FEBARBES 2B — 1tk
-

Sino Omen Holdings Limited$§% Solar Bright Ltd.2
2 EE BT - B 418 R ¥ A Solar Bright Ltd.
P 2 A —HEAZ #E %5 © Solar Bright Ltd.#%5H
Joseph Lau Luen Hung Investments Limited > % #f
BB THRA - MU348 A% A Joseph Lau Luen Hung
Investments Limitedfr#5 48 2 @ —#t R H s o
Joseph Lau Luen Hung lnvestments Limited B # %
230,984,820 A~ A * M Solar Bright Ltd.
E&h"ﬁ_723,290,948ﬂx$ THXTJJ > Sino Omen
Holdings Limited * Solar Bright Ltd.}&Joseph Lau
Luen Hung Investments Limited7N# 4% & # A A
Century Frontier LimitedE ##%8 2 476,425,000
BARFRD R AREHEBRE—MHE
5 R0 R 2295 T Bt 7% 5476,425,0008% ik 15 1 %
T B SRR - A It - Solar Bright Ltd. K& Joseph
Lau Luen Hung Investments Limited% %J?&ﬁtﬁ?ﬁ
A A #£1,430,700,7680% 1% 707,409,820/% 2~ A

B 15 + M Sino Omen Holdings lelted%&%ﬁﬁ%ﬁ
1,430,700,768x A 2 & i - B [EF & =17
BABRARB RAEEEE 2 B H TP
WERINBR T 2 ERTAE Em -

Century Frontier Limited & # # /5 476,425,000%
AR AR5 ° Century Frontier Limited 78 #5158 &
¥ B Solar Bright Ltd.M&Joseph Lau Luen Hung
Investments Limited B # £ 5 & $£954,275,768%
RArIRMER  BEEBRE —MHELRER
FYR M Bk 525 954,275,768 AR 11 R T B LR %
# = BRIt - Century Frontier Limited %18 A% A & £
1,430,700,768x A X B i fn - B [EHE &z =17
HABRARE RBHEE 2 B5Em] BT
WERSELE 2 ST ATIE 2 -

All the interests stated above represent long positions. As at 31st MATE RS RITR - E—+F+_A=+—
December, 2017, no short positions were recorded in the register kept by ~— H - *ETJ?;ZS’AET?ﬁﬁ%‘f%&%ﬁé’iﬂﬂﬁﬂ%B%ﬂ%ﬁﬁZ%
the Company under section 336 of the SFO. M AT S EAERAR -
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES

During the Year, Ms. Chan, Sze-wan, Ms. HW Chan and Mr. MW Lau had
personal/directorship interests in private companies engaged in property
investment business and securities investment business. As such, he/she
was regarded as being interested in such businesses, which competed
or might compete with the Group. However, when compared with
the dominance and size of operations of the Group, such competing

businesses were immaterial.

In addition, Mr. Joseph Lau, a former executive Director, Chairman of the
Board and Chief Executive Officer of the Company, had through certain
private companies wholly-owned by him acquired the retail shops of
York Place, Excelsior Plaza (include Laforet) and Southorn Centre (also
known as Wanchai Computer Centre) from the Group in 2010, certain
floors and car parking spaces constituted part of the properties known
as Silvercord and the properties known as The ONE from the Group
in 2015 as well as the properties known as Windsor House from the
Group in 2016 (collectively the “Private Properties”). Each of Ms. Chan,
Sze-wan, Ms. HW Chan and Mr. MW Lau was a director of or deemed
to have certain interests in one or more of the said companies during
the Year. There might be potential leasing competition for existing and
prospective tenancies between the Private Properties and investment
properties held by the Group. In order to manage such potential leasing
competition, Mr. Joseph Lau had provided certain undertakings and the
Company had agreed with the Stock Exchange to implement certain
measures for monitoring the compliance of such undertakings. Details of
such undertakings and monitoring measures were set out in the circulars
of the Company dated 18th June, 2010, 23rd September, 2014, 7th
January, 2015 and 15th January, 2016. The independent non-executive
directors of the Company (“INEDs") had carried out an annual review on
the compliance of the said undertakings and monitoring measures and
confirmed that such undertakings and monitoring measures were duly
complied with and considered adequate monitoring measures were in

place to avoid the potential leasing competition during the Year.
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (contd)

The Directors are aware of their fiduciary duties and will act honestly and
in good faith in the interests of the Company and will avoid any potential
conflict of interests and duties. The Company comprises three INEDs and
all of them are audit committee members of the Company, so that the

interest of its shareholders can be adequately represented.

Other than as disclosed above, none of the Directors were interested in
any businesses apart from the Company's businesses, which competed
or was likely to compete, either directly or indirectly, with the Company’s

businesses.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

There were no arrangements to which the Company or any of the
Company's subsidiaries was a party to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the

Company or any other body corporate during the Year.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS' INTERESTS IN CONTRACTS

Save as the agreements disclosed under the heading “Connected
Transactions” below and the facility agreements entered into between
the Group and Ms. HW Chan as disclosed under “Loan from a Director”
in Note 37 to the consolidated financial statements, there were no other
transactions, arrangements or contracts of significance in relation to the
Company's businesses, to which the Company or any of the Company's
subsidiaries was a party, subsisting at the end of the Year or at any time
during the Year, and in which a Director or an entity connected with a
Director had, whether directly or indirectly, a material interest, nor there
were any other transactions, arrangements or contracts of significance in
relation to the Company's businesses between the Company or any of
the Company's subsidiaries and a controlling shareholder or any of its

subsidiaries.
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CONNECTED TRANSACTIONS

Connected Transactions

M

On 5th December, 2016, Paul Y. Holdings Company Limited
(being a direct wholly-owned subsidiary of the Company) as
vendor and the Company as vendor's guarantor entered into a
disposal agreement with Creative Dragon Ventures Limited (being a
company wholly-owned by Ms. HW Chan) as purchaser (the "Win
Kings Purchaser”) and Ms. HW Chan as purchaser's guarantor, in
relation to, inter alia, the disposal of the Company’s indirect wholly-
owned subsidiaries that ultimately held the property development
situated at No. 12 Shiu Fai Terrace, Mid-Levels East, Hong Kong, at
a final consideration of approximately HK$889.6 million (the "Win
Kings Disposal”). Meanwhile, on the same day, New Silver Limited
(being an indirect wholly-owned subsidiary of the Company) as
vendor and the Company as vendor's guarantor entered into a
disposal agreement with Strong Point Ventures Limited (being
a company wholly-owned by Mr. MW Lau) as purchaser (the
“Pinecrest Purchaser”) and Mr. MW Lau as purchaser’s guarantor,
in relation to, inter alia, the disposal of the Company's indirect
wholly-owned subsidiaries that ultimately held 79 shops of Lowu
Commercial Plaza located in Shenzhen, the People’'s Republic of
China, at a final consideration of approximately HK$352.2 million

(the “Pinecrest Disposal”).
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DIRECTORS’ REPORT ZEEEHRESE

CONNECTED TRANSACTIONS (contd)

Connected Transactions (Cont'd)

)

(Cont'd)

As one or more of the applicable percentage ratios under Chapter
14 of the Listing Rules for the Win Kings Disposal and the Pinecrest
Disposal as aggregated with the previous transactions pursuant
to Rule 14.22 and Rule 14A.81 of the Listing Rules exceeded
25% but were less than 75%, the Win Kings Disposal and the
Pinecrest Disposal constituted major transactions for the Company.
In addition, as at the date of the relevant announcement, Ms. HW
Chan was an associate of Directors and an associate of the then
substantial shareholder and controlling shareholder of the Company,
and was the sole director and the sole beneficial owner of the
Win Kings Purchaser, therefore Ms. HW Chan and the Win Kings
Purchaser were connected persons of the Company. Furthermore,
as Mr. MW Lau, the Chairman of the Board and a non-executive
Director was the sole director and the sole beneficial owner of the
Pinecrest Purchaser as at the date of the relevant announcement,
Mr. MW Lau and the Pinecrest Purchaser were connected persons
of the Company. Accordingly, the Win Kings Disposal and the
Pinecrest Disposal constituted connected transactions of the
Company under Chapter 14A of the Listing Rules and were
therefore subject to the reporting, announcement, circular and
independent shareholders’ approval requirements pursuant to
the Listing Rules. An announcement in respect of the Win Kings
Disposal and the Pinecrest Disposal were made on 5th December,
2016.

Each of the Win Kings Disposal and the Pinecrest Disposal was
approved by the independent shareholders of the Company at
the special general meeting held on 13th January, 2017 and
was completed on 10th February, 2017. Details of the Win Kings
Disposal and the Pinecrest Disposal were set out in the circular of
the Company dated 28th December, 2016.
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CONNECTED TRANSACTIONS (contd)

Connected Transactions (Cont'd)

@)

On 15th March, 2017, China Entertainment and Land Investment
Company, Limited (being a direct wholly-owned subsidiary of the
Company) as vendor and the Company as vendor's guarantor
entered into a disposal agreement with Perfect Sign Investments
Limited (being a company wholly-owned by Ms. HW Chan) as
purchaser (the “Great Captain Purchaser”) and Ms. HW Chan as
purchaser's guarantor, in relation to, inter alia, the disposal of the
Company's indirect wholly-owned subsidiary that held 577,180,500
H shares of Shengjing Bank Co., Ltd. (Stock Code: 2066), at a
consideration of approximately HK$5,567.7 million (the "Great
Captain Disposal”).

As one or more of the applicable percentage ratios under Chapter
14 of the Listing Rules for the Great Captain Disposal (when
aggregated with the previous transactions pursuant to Rule 14.22
and Rule 14A.81 of the Listing Rules) exceeded 25% but were
less than 759%, the Great Captain Disposal constituted a major
transaction for the Company. In addition, as at the date of the
relevant announcement, Ms. HW Chan, being an executive Director
and a trustee of the substantial shareholders of the Company
(who are her two minor children), was a director and the sole
beneficial owner of the Great Captain Purchaser, Ms. HW Chan
and the Great Captain Purchaser were connected persons of the
Company and the Great Captain Disposal constituted a connected
transaction of the Company under Chapter 14A of the Listing Rules.
The Great Captain Disposal was therefore subject to the reporting,
announcement, circular and independent shareholders’ approval
requirements pursuant to the Listing Rules. An announcement in
respect of the Great Captain Disposal was made on 15th March,
2017.

The Great Captain Disposal was approved by the independent
shareholders of the Company at the special general meeting held
on 4th May, 2017 and was completed on 23rd June, 2017. Details
of the Great Captain Disposal were set out in the circular of the
Company dated 13th April, 2017.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions

)

On 31st October, 2014, Chinese Estates, Limited (being a direct
wholly-owned subsidiary of the Company) (“CEL") entered into a
contract for services with Mr. Joseph Lau regarding the provision
of (i) leasing administration services (including without limitation
matters relating to dealing with tenants, rent collection and
taking legal actions, but excluding any services in relation to the
referral of potential tenants and the negotiation with existing and/
or potential tenants regarding terms of lease of properties), (ii)
property management services (including matters relating to the
management, maintenance, operation, servicing and repair of
properties), (iii) property administration services (including without
limitation accounting, recruitment, human resources administration
works, taxation, marketing and information technology services),
(iv) asset management and maintenance services (including
property, household and other management and maintenance
services in relation to the properties and assets), (v) rental services
(including rental of motor vehicles, car plates, vessels, car parking
spaces, premises and such other rental services), (vi) advisory
and consultancy services (including general advisory, consultancy,
administration, liaison, personnel support services and such other
services ancillary and/or incidental thereto), and (vii) other ordinary
services (including without limitation securities and other financial
services) to Mr. Joseph Lau and/or his associates for a term of 3
years commencing from 1st November, 2014 to 31st October,
2017 (the "2014 Contract”). The cap of the service charges
payable by Mr. Joseph Lau to CEL for the period from 1st January,
2017 to 31st October, 2017 under the 2014 Contract was set at
HK$106,608,219 (the "2014 Cap") as disclosed in the Company's

announcement dated 31st October, 2014.

As at the date of relevant announcement, Mr. Joseph Lau was a
substantial shareholder and controlling shareholder of the Company
and thus a connected person of the Company. Therefore, the
2014 Contract and the transactions contemplated thereunder
constituted continuing connected transactions for the Company
under the Listing Rules. As the applicable percentage ratios for the
expected annual caps for the transactions contemplated under the
2014 Contract exceeded 0.1% but were expected to be less than
5%, the 2014 Contract and the annual caps were only subject
to the reporting, announcement and annual review requirements
but exempted from the independent shareholders’ approval

requirement pursuant to Chapter 14A of the Listing Rules.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

)

(Cont'd)

Having reviewed the subject continuing connected transactions,
the INEDs, pursuant to Chapter 14A of the Listing Rules on the
requirement to carry out an annual review on the continuing
connected transactions, confirmed that the transactions were made
in the ordinary and usual course of business of the Company
(other than household management and maintenance services
under the asset management and maintenance services, the
property administration services, the rental services and the advisory
and consultancy services), on normal commercial terms and in
accordance with the 2014 Contract governing them on terms that
were fair and reasonable and in the interests of the shareholders
of the Company as a whole. Having considered the reasons and
benefits in respect of the provision of household management
and maintenance services under the asset management and
maintenance services, the property administration services, the
rental services and the advisory and consultancy services as
mentioned in the Company's announcement dated 31st October,
2014, the INEDs were of the view that, although the provision of
such services contemplated under the 2014 Contract were not in
the ordinary and usual course of business of the Group, the terms
of such services were fair and reasonable so far as the Group were
concerned and on normal commercial terms, and were in the

interests of the Company and its shareholders as a whole.

The auditors of the Company, pursuant to Chapter 14A of the
Listing Rules, confirmed in their letter made in accordance with
Hong Kong Standard on Assurance Engagements 3000 (Revised)
“Assurance Engagements other than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants that the subject continuing connected
transactions had received the approval of the Board, were in
accordance with the pricing policies of the Company, had been
entered into in accordance with the 2014 Contract and had not
exceeded the 2014 Cap disclosed in the said announcement made
on 31st October, 2014.
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DIRECTORS’ REPORT ZEEEHRESE

CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

@)

On 31st October, 2017, to (a) continue the provision of the services
under the 2014 Contract; and (b) modify the types and certain
scope of the services, CEL entered into a contract for services with
Mr. Joseph Lau regarding the provision of (i) leasing administration
services (including without limitation matters relating to dealing
with tenants, rent collection and taking legal actions, but excluding
services in relation to the referral of potential tenants and the
negotiation with existing and/or potential tenants regarding terms
of lease of properties), (ii) sale administration services (including
without limitation the appointment of and coordination with estate
agents for such sale but excluding any sale agency service), (iii)
property management services (including matters relating to
management, maintenance, operation, servicing and repairs of
properties), (iv) property administration services (including without
limitation accounting, company secretarial, recruitment, human
resources administration works, taxation, marketing and information
technology services) (the “Property Administration Services"), (v)
asset management and maintenance services (including property,
household and other management and maintenance services in
relation to properties and assets) (the “Asset Management and
Maintenance Services"), (vi) rental services (including rental of
motor vehicles, car plates, vessels, car parking spaces, premises and
such other rental services) (the “Rental Services"), (vii) advisory
and consultancy services (including general advisory, consultancy,
administration, liaison, personnel support services and such other
services (including without limitation accounting, taxation and
company secretarial services) ancillary and/or incidental thereto)
(the "Advisory and Consultancy Services”), and (viii) other ordinary
services (including without limitation securities and other financial
services) to Mr. Joseph Lau, his associates and/or relatives for a
term of 3 years commencing from 1st November, 2017 to 31st
October, 2020 (the “2017 Contract”). The cap of the service
charges payable by Mr. Joseph Lau to CEL for the period from T1st
November, 2017 to 31st December, 2017 under the 2017 Contract
was set at HK$19,386,301 (the "2017 Cap”) as disclosed in the

Company's announcement dated 3 1st October, 2017.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

@)

(Cont'd)

As at the date of relevant announcement, Mr. Joseph Lau being the
spouse of Ms. HW Chan, accordingly an associate of Ms. HW Chan
(an executive Director and a trustee of the substantial shareholders
of the Company (who are her two minor children)). Therefore,
Mr. Joseph Lau was a connected person of the Company and
the 2017 Contract and the transactions contemplated thereunder
constituted continuing connected transactions for the Company
under the Listing Rules. As the applicable percentage ratios for the
expected annual caps for the transactions contemplated under the
2017 Contract exceeded 0.1% but were expected to be less than
5%, the 2017 Contract and the annual caps were only subject
to the reporting, announcement and annual review requirements
but exempted from the independent shareholders’ approval

requirement pursuant to Chapter 14A of the Listing Rules.

Having reviewed the subject continuing connected transactions,
the INEDs, pursuant to Chapter 14A of the Listing Rules on the
requirement to carry out an annual review on the continuing
connected transactions, confirmed that the transactions were made
in the ordinary and usual course of business of the Company (other
than household management and maintenance services under
the Asset Management and Maintenance Services, the Property
Administration Services, the Rental Services and the Advisory
and Consultancy Services), on normal commercial terms and in
accordance with the 2017 Contract governing them on terms that
were fair and reasonable and in the interests of the shareholders
of the Company as a whole. Having considered the reasons and
benefits in respect of the provision of household management
and maintenance services under the Asset Management and
Maintenance Services, the Property Administration Services, the
Rental Services and the Advisory and Consultancy Services as
mentioned in the Company's announcement dated 31st October,
2017, the INEDs were of the view that, although the provision of
such services contemplated under the 2017 Contract were not in
the ordinary and usual course of business of the Group, the terms
of such services were fair and reasonable so far as the Group were
concerned and on normal commercial terms, and were in the

interests of the Company and its shareholders as a whole.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)
(2) (Cont'd)

The auditors of the Company, pursuant to Chapter 14A of the
Listing Rules, confirmed in their letter made in accordance with
Hong Kong Standard on Assurance Engagements 3000 (Revised)
“Assurance Engagements other than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740
“Auditor's Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants that the subject continuing connected
transactions had received the approval of the Board, were in
accordance with the pricing policies of the Company, had been
entered into in accordance with the 2017 Contract and had not
exceeded the 2017 Cap disclosed in the said announcement made
on 31st October, 2017.

Save as aforesaid, there were no other discloseable non-exempted
connected transaction or non-exempted continuing connected transaction
under the Listing Rules during the Year and up to the date of this

Directors’ Report.

Save as aforesaid, none of the "Material Related Party Transactions” as
disclosed in Note 48 to the consolidated financial statements for the Year
constituted discloseable non-exempted connected transaction or non-

exempted continuing connected transaction under the Listing Rules.

To the extent of the above “Material Related Party Transactions”
constituted connected transactions or continuing connected transactions
as defined in the Listing Rules, the Company had complied with the
relevant requirements under Chapter 14A of the Listing Rules during the

Year.

SERVICE CONTRACTS OF DIRECTORS

None of the Directors has a service contract with the Company or any of
its subsidiaries which is not determinable by the employer within one year

without payment of compensation (other than statutory compensation).
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RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:—

(1) the provident fund scheme as defined in the Occupational
Retirement Schemes Ordinance, Chapter 426 of the laws of Hong
Kong (the “ORSO Scheme"); and

(2) the provident fund scheme as defined in the Mandatory Provident
Fund Schemes Ordinance, Chapter 485 of the laws of Hong Kong
(the "MPF Scheme").

Both the ORSO Scheme and the MPF Scheme are defined contribution
schemes and the assets of both schemes are managing by their

respective trustees accordingly.

The ORSO Scheme is available to the Group's full-time permanent staff
employed in Hong Kong before 1st December, 2000. Contributions to
the ORSO Scheme are made by the Group at 5%, 7.5% or 10% based
on the staff's basic salary depending on the length of service. Staff
members are entitled to 100% of the Group's contributions together with
accrued returns after completing 10 years of service or more, or attaining
the retirement age, or are entitled at a reduced scale between 30% to
90% of the Group's contributions after completing a period of service
of at least 3 years but less than 10 years. The ORSO Scheme allowed
any forfeited contributions (made by the Group for any staff member
who subsequently left the ORSO Scheme prior to vesting fully in such
contributions) to be used by the Group to offset the current level of

contributions of the Group.

The MPF Scheme is available to all employees aged 18 to 64 and with
at least 60 days of service under the employment of the Group in Hong
Kong. Contributions are made by the Group at 5% based on the staff's
relevant income. The maximum relevant income for contribution purpose
is HK$30,000 per month. Staff members are entitled to 100% of the
Group's contributions together with accrued returns irrespective of their
length of service with the Group, but the benefits are required by law to

be preserved until the retirement age of 65.
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RETIREMENT BENEFIT SCHEMES (contd)

In order to provide similar benefits to those who joined the MPF Scheme
and the ORSO Scheme, the Group provided an additional portion (the
“Top-up Portion”) for those who joined the MPF Scheme. The purpose
of the Top-up Portion is to match up the benefits of the MPF Scheme
with that of the ORSO Scheme by providing those staff under the MPF
Scheme with basic salary over HK$30,000 and/or years of service over 5.
Contributions to the Top-up Portion are made by the Group at 5%, 7.5%
or 10% of the staff's basic salary less the Group’s mandatory contribution

under the MPF Scheme as mentioned above.

The Group's total cost for the schemes charged to consolidated statement
of comprehensive income for the year ended 31st December, 2017
amounted to approximately HK$10,030,000 (2016: HK$9,799,000). In
addition, an amount of forfeited employer's contributions for the schemes
amounted to approximately HK$213,000 (2016: HK$297,000) was
utilised towards reducing the Group's contributions during the Year. As at
31st December, 2017, no available balance to reduce future contributions
(2016: Nil).

SHARE AWARD SCHEME

A share award scheme (the “Share Award Scheme”) was adopted by
the shareholders of the Company at the special general meeting held
on 14th January, 2009 (the "Adoption Date”). The Share Award Scheme
is a long-term incentive arrangement for the selected employees. The
purpose of the Share Award Scheme is to recognise and reward certain
employees of the Group for their contributions to the Group and to give
long-term incentives for retaining them for the continued operations and
development of the Group. It also intends to attract suitable professional
recruits to join the Group and to assist in the further development of the

Group.

The Board may from time to time, at its absolute discretion and subject
to such terms and conditions as it may think fit (including the basis of
eligibility of each employee determined by the Board from time to time),
after having taken into account recommendations made by members of
the Group and assessment of individual performance pursuant to internal
appraisal system, select an employee for participation in the Share Award
Scheme as a Selected Employee (“Selected Employee”) and determine
the number of shares which may be awarded to such Selected Employee
pursuant to the terms of the Share Award Scheme (“Awarded Share(s)").
A Selected Employee shall qualify to be allotted and issued the Awarded
Shares after all the qualifying conditions have been fulfilled, unless

otherwise determined by the Board at its discretion.
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SHARE AWARD SCHEME (contd)

The issue price for each Awarded Share shall, subject to the terms of
the Share Award Scheme, be an amount equal to its nominal value and
shall be paid or satisfied in cash by the relevant member of the Group
engaging the Selected Employee or, if payment by the relevant member
of the Group engaging the Selected Employee is not permitted under
applicable law, any member of the Group, upon the allotment and issue
of the Awarded Shares.

The total number of shares which may be issued in response to the
Share Award Scheme and any other incentive or option schemes of
the Company (if any) shall not in aggregate exceed 207,775,007, being
10% of the total number of shares in issue on the Adoption Date and
represents approximately 10.89% of the total number of shares in issue
at the date of this report. No granting of Awarded Shares was made for
the Year.

The maximum number of Awarded Shares to be granted to each Selected
Employee under the Share Award Scheme in any 12-month period shall
not exceed in aggregate 1% of the shares in issue as at the date of such

grant.

Subject to any early termination pursuant to the terms of the Share Award
Scheme, the Share Award Scheme shall be valid and effective for a period
of 10 years commencing from the Adoption Date (i.e. until 13th January,
2019). As at the date of this Directors’ Report, the remaining life of the

Share Award Scheme is less than 1 year.

Details of the Share Award Scheme were set out in the circular of the
Company dated 23rd December, 2008.

PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Company had maintained the
prescribed amount of public float during the Year and up to the date of

this annual report as required under the Listing Rules.
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MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial part of

the Company’s business were entered into or existed during the Year.

DIRECTORS' INDEMNITIES

According to the Company's Bye-Laws, each Director shall be entitled to
be indemnified out of the assets of the Company against all losses or
liabilities (to the extent allowed by the Companies Act, 1981 of Bermuda
(as amended)) which such Director may sustain or incur in or about the
execution of the duties of the Director's office or otherwise in relation
thereto. The Company has provided indemnity to INEDs since July 2014
by issuing a letter to each of the INEDs. The Company has also arranged
appropriate directors’ and officers’ liability insurance coverage for the

Directors and officers of the Group.

EQUITY-LINKED AGREEMENTS

Save for the Share Award Scheme, the Company has not entered into any

equity-linked agreement for the Year.

AUDITORS

The consolidated financial statements for the Year were audited by
HLB Hodgson Impey Cheng Limited (“HLB") who would retire at the
conclusion of the forthcoming annual general meeting, and being eligible,
offer themselves for re-appointment. A resolution will be proposed to the
shareholders at the forthcoming annual general meeting to re-appoint HLB

as the auditors of the Company.

On behalf of the Board
Lam, Kwong-wai

Director

Hong Kong, 22nd February, 2018
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