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DEFINITIONS

In this circular, unless the

following meanings:
“Board”

“Company” or “Colour Life”

“Colour Life Investment”

“connected person”

“Consideration Shares”

“Director(s)”

“EGM”

“Enlarged Group”

“Fantasia”

“Fantasia China”

“Fantasia Education”

context indicates otherwise, the following expressions have the

the board of directors of the Company;

Colour Life Services Group Co., Limited, a company
incorporated in the Cayman Islands with limited liability,
the shares of which are listed on the main board of the
Stock Exchange;

Colour Life Investment Company Limited, a limited
liability company incorporated in Hong Kong and is a
wholly-owned subsidiary of the Company;

has the meaning ascribed to it under the Listing Rules;

231,500,000 Shares of the Company to be issued to partly
satisfy the consideration under the Second Agreement;

the director(s) of the Company;

the extraordinary general meeting of the Company to be
held at Ramada Plaza Shenzhen North, Meilong Road and
Minwang Road Cross, Minzhi Sub-district, Longhua,
Shenzhen, Guangdong, PRC on Wednesday, 28 February
2018 at 10:30 a.m. for the purpose of considering and, if
thought fit, approving the Transaction;

the Group as enlarged by the Target Group upon
completion of the Transaction;

Fantasia Holdings Group Co., Limited, a company
incorporated in the Cayman Islands with limited liability,
the shares of which are listed on the main board of the
Stock Exchange;

fERRF LB (H B AR/ 7] (Fantasia Group (China) Co.,
Ltd.), a limited liability company established in the PRC
and is a wholly-owned subsidiary of Fantasia;

GINTHIERTFHE TN AR (Shenzhen  Fantasia
Education Consulting Co., Ltd.), a limited liability
company established in the PRC and is a wholly-owned
subsidiary of Fantasia;
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“First Agreement”

“Fourth Agreement”

“Gram Capital” or “Independent
Financial Adviser”

“Greatwall Jiaxin”

‘4Gr0up”

“Home E&E”

>

“Independent Board Committee’

“Independent Shareholders”

“Jianian Investment Fund”

“Joint Announcement”

the agreement dated 14 November 2017 between Fantasia
China and Shenzhen Colour Life;

the agreement dated 14 November 2017 between Shenzhen
Jianian and Shenzhen Gaorunda in relation to the transfer
of 1% of the equity interest in WXM;

Gram Capital Limited, a licensed corporation to carry out
Type 6 (advising on corporate finance) regulated activity
under the SFO, being the independent financial adviser to
advise the Independent Board Committee and the
Independent Shareholders in relation to the terms of the
Transaction;

R 1R B B R
Management Co., Ltd.), a company established in the
PRC;

(Greatwall Jiaxin  Asset

the Company and its subsidiaries;

Shenzhen Home E&E Commercial Services Group Co.,
Led.* (BRI E G Z B RGEBEBRBARAF), a
company established in the PRC and an indirect
non-wholly owned subsidiary of Fantasia incorporated in
the PRC, the shares of which are quoted on the National
Equities Exchange and Quotations Systems;

the independent board committee of the Board comprising
all the independent non-executive Directors established to
advise the Independent Shareholders in respect of the
Transaction;

Shareholders other than (i) Fantasia and its associates; and
(i1) those who are required under the Listing Rules to
abstain from voting at the EGM

an investment fund organised by Shenzhen Colour Life,
Wuhu Gopher, Fantasia China and Home E&E;

the joint announcement dated 14 November 2017
published by the Company and Fantasia;
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“Kaiyuan International”

“Latest Practicable Date”

“Link Joy”

“Link Joy Holdings”

“Listing Rules”

“PRC”

“RMB ”

“Second Agreement”

“SFO”

“Shares”

“Shenzhen Colour Life”

“Shenzhen Gaorunda”

TN B C B EE AR /A Al (Shenzhen  Kaiyuan
International Property Management Co., Ltd*), a limited
liability company established in the PRC and a
wholly-owned subsidiary of Colour Life;

2 February 2018, being the latest practicable date for the
purpose of ascertaining certain information for inclusion
in this circular;

Link Joy (HK) Co., Ltd., a limited liability company
incorporated in Hong Kong and is a wholly-owned
subsidiary of Fantasia;

Link Joy Holdings Group Co., Limited, a limited liability
company incorporated in the Cayman Islands and is a
wholly-owned subsidiary of Fantasia;

the Rules Governing the Listing of Securities on the Stock
Exchange;

the People’s Republic of China;
Renminbi, the lawful currency of the PRC;

the agreement dated 14 November 2017 between Link Joy
Holdings and Colour Life Investment and as amended by
the Supplemental Agreement;

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong);

ordinary shares of the Company;

I RGBS E B AR/ A (Shenzhen Colour Life
Services Group Company Limited*), a company
established in the PRC and a wholly-owned subsidiary of
the Company;

YN =R E A FR/A R (Shenzhen  Gaorunda
Equity Investment Co., Ltd.), a company established in
the PRC and a wholly-owned subsidiary of the Company;



DEFINITIONS

“Shenzhen Jianian™

“Shenzhen Jiaxin”

“Shenzhen Jiaxin Transfer”

“Shenzhen Jiaxin Transfer
Agreement”

“Shenzhen Link Joy”

“Shenzhen Wanxiang”

“Shenzhen Wanxiang Group”

“Shenzhen Xincheng”

“Stock Exchange”

“Supplemental Agreement”

“Supplemental Announcement”

GIIRNE TR EEESEIARAF (Shenzhen Qianhai
Jianian Investment Fund Management Co., Ltd.), a
company established in the PRC and a wholly-owned
subsidiary of Fantasia;

GEINTH 7315 s st IR B A PR A (Shenzhen Jiaxin
Consulting Services Co., Ltd.), a company established in
the PRC;

the transfer of the entire shareholding of Shenzhen Jiaxin
held by Jianian Investment Fund and the outstanding debts
of Shenzhen Jiaxin to Fantasia Education and Shenzhen
Link Joy;

the agreement dated 13 November 2017 between Shenzhen
Colour Life, Wuhu Gopher, Fantasia China and Home
E&E in relation to the Shenzhen Jiaxin Transfer;

TR AV 40 B 48 P 2E IR A BRZA 7] (Shenzhen  Qianhai
Link Joy Commercial Services Co., Ltd.*), a company
established in the PRC and a wholly-owned subsidiary of
Link Joy;

I FHRE SR ES B EEARAS) Shenzhen Xingfu
Wanxiang Investment Partnership Co. (Limited Partnership), a
limited partnership established in the PRC;

Shenzhen Wanxiang and its subsidiaries;

GYIER R EE AR/ R (Shenzhen Xincheng Investment
Management Co., Ltd.), a company established in the PRC;

The Stock Exchange of Hong Kong Limited;

supplemental agreement dated 19 December 2017 entered
into between Fantasia, the holding company of Link Joy
Holdings, Colour Life Investment and Link Joy Holdings
to amend certain of the terms of the Second Agreement;

the joint announcement of the Company and Colour Life
in relation to, among others, the Supplemental Agreement
and the proposed placing of Colour Life Shares by Colour
Life;
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“Target Group” Fantasia Education, Link Joy Holdings, Link Joy,
Shenzhen Link Joy, Shenzhen Jiaxin, Shenzhen Wanxiang
and WXM Group;

t2)

“Third Agreement the agreement dated 14 November 2017 between Shenzhen

Jianian and Shenzhen Gaorunda in relation to the transfer
of contribution of RMB1,000,000 in Shenzhen Wanxiang
from Shenzhen Jianian;

“Transaction” the transactions contemplated under the First Agreement,
the Second Agreement, the Third Agreement and the
Fourth Agreement;

“Wuhu Gopher” ML EEEHMARAR  (Wuhu  Gopher  Asset
Management Co., Ltd.*) a company established in the
PRC, an independent third party to each of Fantasia and
the Company;

“WXM” H R W) 3 PR TR (Wanxiangmei Property
Management Co., Ltd.) a Ilimited Iliability company
established in the PRC;

“WXM Group” WXM and its subsidiaries; and

“%” per cent.

For illustration purposes, amounts in RMB in this circular have been translated into HK$
at RMB1.00 = HK$1.182606.

*  For identification purpose only
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5 February 2018

To the Shareholders

Dear Sir/Madam,

MAJOR AND CONNECTED TRANSACTION

INTRODUCTION

Reference is made to the Joint Announcement in relation to the Transaction.

The Transaction constitutes a major and connected transaction for the Company.
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The purpose of this circular is to provide you with, among others, (i) further details about
the Transaction; (ii) the recommendations of the Independent Board Committee in relation to the
Transaction; (iii) the recommendations of the Independent Financial Adviser in relation to the
Transaction; and (iv) the notice convening the EGM.

THE TRANSACTION

On 14 November 2017, certain subsidiaries of the Company proposed to acquire from
Fantasia and its subsidiaries 100% of the beneficial interest in Shenzhen Wanxiang and 100% of
the equity interest in WXM for a total consideration of RMB2,012,520,000 by the entering into
of the First Agreement, the Second Agreement, the Third Agreement and the Fourth Agreement.

The First Agreement

On 14 November 2017, Fantasia China, a wholly-owned subsidiary of Fantasia, and
Shenzhen Colour Life, a wholly-owned subsidiary of the Company, entered into the First
Agreement. The principal terms of the First Agreement are set out below:

Subject matter

Fantasia China will transfer 100% of the equity interest in Fantasia Education to
Shenzhen Colour Life for a consideration of RMB797,880,000.

Fantasia Education will be interested in 1% of the equity interest in Shenzhen Jiaxin.
Further information on the Target Group is set out in the paragraph headed “Information on
the Target Group” below.

Consideration

The consideration for the transfer of the entire equity interest in Fantasia Education to
Shenzhen Colour Life is RMB797,880,000, which was determined with reference to the
preliminary valuation on WXM.

The consideration will be payable in accordance with the following schedule:

(a) as to 50% of the consideration, equivalent to RMB398,940,000, will be payable
within 10 business days of all the conditions precedent under the First Agreement
being satisfied; and

(b) the balance 50% of the consideration, equivalent to RMB398,940,000, will be
payable within 10 business days from the completion of the transfer of the equity
interest in Fantasia Education to Shenzhen Colour Life.

The consideration will be satisfied by the Company through a combination of its
internal resources and bank borrowings.
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Conditions precedent

Completion of the transactions contemplated under the First Agreement will be
subjected to the satisfaction of the following conditions:

(1) the First Agreement having been executed by the parties thereto and became
effective;

(2) the execution and the completion of the Second Agreement, the Third Agreement
and the Fourth Agreement by the parties thereto;

(3) the transfer contemplated under the First Agreement having obtained the
necessary approvals and consents required by law and regulations; and

(4) completion of the Shenzhen Jiaxin Transfer.

None of the conditions above is waiveable. As at the Latest Practicable Date, except
for conditions (1) and (2) (in respect of the execution of the respective agreement only),
none of the conditions have been satisfied.

The Second Agreement

On 14 November 2017, Link Joy Holdings, a wholly-owned subsidiary of Fantasia, and
Colour Life Investment, a wholly-owned subsidiary of the Company, entered into the Second
Agreement. On 19 December 2017, Fantasia, the holding company of Link Joy Holdings, Colour
Life Investment and Link Joy Holdings entered into the Supplemental Agreement. The principal
terms of the Second Agreement (as amended) are set out below:

Subject matter

Fantasia will transfer 100% of the equity interest in Link Joy Holdings to Colour Life
Investment for a consideration of RMB1,184,640,000.

Link Joy Holdings holds 100% of the equity interest in Link Joy, which will in turn be
indirectly interested in 99% of the equity interest in Shenzhen Jiaxin. Further information
on the Target Group is set out in the paragraph headed “Information on the Target Group”
below.

Consideration
The consideration for the transfer of the entire equity interest in Link Joy Holdings to

Colour Life Investment is RMB1,184,640,000, which was determined with reference to the
preliminary valuation on WXM.
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The consideration will be settled by cash, with an option to be settled in whole or in
part by the Company issuing the Consideration Shares to Fantasia. Pursuant to the
Supplemental Agreement, the parties agreed that the consideration under the Second
Agreement will be settled as to RMB998,346,000 by the Company issuing in aggregate
231,500,000 new Shares at the issue price of HK$5.10 per Consideration Share to Fantasia,
and as to the balance of RMB186,294,000 by cash.

The Directors consider that:

(i) funding the consideration partly by cash and partly by the issue of Consideration
Shares will allow the Company to preserve cash, which may be better utilized in
other aspects including but not limited to future developments;

(ii) Fantasia is already the single largest shareholder of the Company, the issue of the
Consideration Shares will not result in any material changes in the shareholding
structure of the Company, and that the increased holding of Fantasia in the
Company would demonstrate the continuous support and confidence of the
existing single largest shareholder on the Company; and

(iii) the public float of the Company can be maintained through the Placing (as
further described below),

the arrangement of settling the consideration partly by the issue of the Consideration
Shares is in the interest of Company and the Shareholders as a whole.

Consideration Shares

The Consideration Shares represent approximately 21.38% of the total number of
Shares in issue as at the Latest Practicable Date, and approximately 17.61% of the total
number of Shares as enlarged by the issue of the Consideration Shares. The Consideration
Shares will be issued under a specific mandate to be sought from the independent
shareholders of the Company.

The Consideration Shares will rank equally among themselves and pari passu in all
respects with the Shares in issue on the date of allotment and the issue of the Consideration
Shares. The Consideration Shares have a nominal value of HK$23,150,000 and a market
value of approximately HK$1,247,785,000 based on the closing price of the Shares of
HK$5.39 per Share on 19 December 2017, the date of the Supplemental Agreement to the
Second Agreement.

Issue Price

The Consideration Shares will be issued at HK$5.10 per Share (the “Issue Price”).
The Issue Price represents:

(i) a premium of approximately 4.31% over the closing price of the Shares of
HK$4.88 per Share as quoted on the Stock Exchange on the date of the Second
Agreement;
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(ii)

(iii)

(iv)

(v)

a discount of approximately 5.69% over the closing price of the Shares of
HK$5.39 per Share as quoted on the Stock Exchange on the date of the
Supplemental Agreement;

a premium of approximately 5.69% over the closing price of the Shares of
HK$4.81 per Share as quoted on the Stock Exchange on 13 November 2017 (the
“Last Trading Day”), the last trading day before the date of the Second
Agreement;

a premium of approximately 5.18% over the average of the closing prices of the
Shares as quoted on the Stock Exchange for the last 5 trading days up to and
including the Last Trading Day of approximately HK$4.836 per Share; and

a premium of approximately 3.02% over the average of the closing prices of the
Shares as quoted on the Stock Exchange for the last 5 trading days up to and
including 18 December 2017, the last trading day before the date of the
Supplemental Agreement, of approximately HK$4.946 per Share.

The Issue Price was determined after arm’s length negotiations between the Company

and Fantasia with reference to the prevailing market prices of the Shares.

Application for listing of the Consideration Shares

The Company will apply to the Listing Committee of the Stock Exchange for the

listing of, and permission to deal in, the Consideration Shares.

Effect on the shareholding structure of Colour Life

The following chart sets forth the possible effects of the issue of the Consideration
Shares on the shareholding structure of the Company, assuming that there are no other
changes to the shareholding structure of the Company from the date of this announcement
to the date of completion of the Second Agreement:

As at the Latest

Upon the issue of the

Shareholder Practicable Date Consideration Shares
Number of  Approximate Number of  Approximate
Shares held % Shares held %
Fantasia 720,988,259 66.57 952,488,259 72.46
Zeng Jie, Baby 1,343,000 0.13 1,343,000 0.10
Sub-total 722,331,259 66.70 953,831,259 72.56
Public shareholders 360,655,741 33.31 360,655,741 27.44
Total 1,082,987,000 100.00  1,314,487,000 100.00

— 10 =
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Notes:

(I)  Under the concert party agreement dated 29 June 2015, each of Fantasia and Splendid Fortune
Enterprise Limited (“Splendid Fortune”) is taken to be interested in the shares of Colour Life in
which each other is interested in for the purpose of Part XV of the Securities and Futures Ordinance
(“SFO”). As such, Fantasia, Fantasy Pearl International Limited (“Fantasy Pearl”), Ice Apex
Limited (“Ice Apex”) and Ms. Zeng Jie, Baby are also deemed to be interested in the shares of
Colour Life in which Splendid Fortune is interested (“Deemed Interest”) for the purpose of Part XV
of the SFO.

(2)  As Ms. Zeng Jie, Baby holds 1,343,000 shares of Colour Life through Fantasy Pearl, together with
the Deemed Interest upon the issue of the Consideration Shares, the total number of shares of
Colour Life held by Ms. Zeng Jie, Baby would be 953,831,259 which would result in Colour Life’s
public float falling below 25%.

Placing

On 20 December 2017, in order to raise funds for working capital and for future
expansion purposes, the Company and UOB Kay Hian (Hong Kong) Limited (the “Placing
Agent”), an independent third party to each of the Company and Fantasia, entered into a
placing agreement for the placing of 87,240,000 new shares (the “Placing Shares”) to
independent investors at HK$5.00 per Placing Share (the “Placing Price”).

The Placing Shares represent (i) approximately 8.76% of the then issued share capital
of the Company, and (ii) approximately 8.06% of the issued share capital of the Company
as enlarged by the issue of the Placing Shares.

Based on the closing price of HK$5.32 per Share on 20 December 2017, the date of
the Placing Agreement, the Placing Shares had a market value of HK$464,148,720 and an
aggregate nominal value of HK$8,724,600. After deducting expenses relating to the
Placing, the net price per Placing Share is approximately HK$4.98.

The Placing Price of HK$5.00 per Placing Share was arrived at after arm’s length
negotiation between the Company and the Placing Agent with reference to the prevailing
market price of the Shares.

The Placing Price represents:

(i) a discount of approximately 6.02% to the closing price of HK$5.32 per Share as
quoted on the Stock Exchange on 20 December 2017, the date of the Placing
Agreement;

(ii) a discount of approximately 1.26% to the average closing price of HK$5.064 per
Share as quoted on the Stock Exchange for the last five trading days up to and
including 19 December 2017, the date immediately preceding the date of the
Placing Agreement; and

— 11 -
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(iii) a premium of approximately 1.75% to the average closing price of HK$4.914 per
Share as quoted on the Stock Exchange for the last ten trading days up to and
including 19 December 2017, the date immediately preceding the date of the
Placing Agreement.

The Placing is not subject to the approval of the Shareholders, and the Placing Shares
were issued under the general mandate for issuing Shares granted by the Shareholders to
the Directors at the annual general meeting of the Company held on 24 May 2017 (the
“General Mandate”). Under the General Mandate, the Company may issue up to
199,829,800 Shares, representing 20% of the number of Shares in issue as at the date of the
passing of the resolution.

The Placing is being made by the Company independently to raise fund for working
capital and for future expansion purposes and is not conditional on the Transaction.
Completion of the Placing took place on 5 January 2018 and the shareholding structure of
the Company upon completion of the Placing was as follows:

Shareholding
as at the date of Shareholding after
Shareholders the Placing Agreement completion of the Placing
% of % of
Shares shareholding Shares shareholding
Fantasia 720,988,259 72.41% 720,988,259 66.57%
Zeng Jie, Baby 1,343,000 0.13% 1,343,000 0.12%
Sub-total 722,331,159 72.54% 722,331,259 66.70%
The placees - - 87,246,000 8.06%
Other public shareholders 273,409,741 27.46% 273,409,741 25.25%
Total 995,741,000 100.00%  1,082,987,000 100.00%

The proceeds from the Placing in the amount of approximately RMB362.25 million
(approximately HK$434.7 million) will be applied by the Company as follows:

- as to approximately RMBS80 million will be used for the purchase of hardware
for the operation of the on-line platform of the Company;

- as to approximately RMB200 million will be used to acquire property projects of
the Company; and

—  the balance of approximately RMBS82 million will be used as general working
capital of the Company for its day-to-day operation.

— 12 =
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Between January 2016 and December 2017, the Group acquired in aggregate 56
property projects and utilized funds of approximately RMB417 million in the ordinary
course of expanding the Group’s operation. Although as at the Latest Practicable Date, the
Company has not identified any property projects for acquisition, the Company expects that
the trend of acquiring property projects for expanding the Group’s operation will continue
and the proceeds from the Placing would provide the Group with the flexibility of seizing
suitable acquisition opportunities as and when they arise. The Directors consider that the
Company has genuine funding needs and it is appropriate for the Company to conduct the
Placing.

Conditions precedent

Completion of the Second Agreement is conditional upon the satisfaction of the
following conditions:

(1) the First Agreement, the Third Agreement and the Fourth Agreement having been
executed and completed by the parties thereto;

(2) the Fantasia Shareholders having approved the Transaction;

(3) the Independent Shareholders having approved the Transaction, and where
Consideration Shares will be issued, the issue of the Consideration Shares;

(4) if Consideration Shares will be issued, the approval by the Listing Committee of
the Stock Exchange on the listing of, and permission to trade in, the
Consideration Shares; and
(5) completion of the Shenzhen Jiaxin Transfer.
None of the conditions above is waiveable. As at the Latest Practicable Date, except
for conditions (1) (in respect of the execution of the respective agreement only), none of
the conditions have been satisfied.
The Third Agreement

On 14 November 2017, Shenzhen Jianian, a wholly-owned subsidiary of Fantasia, and
Shenzhen Gaorunda, a wholly-owned subsidiary of the Company, entered into the Third
Agreement. The principal terms of the Third Agreement are set out below:

Subject matter

Shenzhen Jianian will transfer its outstanding contribution of RMB1,000,000 in
Shenzhen Wanxiang to Shenzhen Gaorunda free of consideration, and Shenzhen Gaorunda

will be under the obligation to settle the contribution of RMB1,000,000.

Further information on the Target Group is set out in the paragraph headed
“Information on the Target Group” below.

— 13 =
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Conditions precedent

Completion of the transactions contemplated under the Third Agreement will be
subject to the satisfaction of the following conditions:

(1) the Third Agreement having been executed by the parties thereto and became
effective;

(2) all partners in Shenzhen Wanxiang unanimously consenting to the transfer of the
partnership interest held by Shenzhen Jianian in Shenzhen Wanxiang to Shenzhen
Gaorunda, and other partners waiving the first right of refusal of proposed

transferred of partnership interest;

(3) Shenzhen Gaorunda having entered into the supplemental partnership agreement
with the other partners of Shenzhen Wanxiang;

(4) the execution and the completion of the First Agreement, the Second Agreement
and the Fourth Agreement by the parties thereto;

(5) the transfer contemplated under the Third Agreement having obtained the
necessary approvals and consents required by law and regulations; and

(6) completion of the Shenzhen Jiaxin Transfer.
None of the conditions above is waiveable. As at the Latest Practicable Date, except
for conditions (1) and (4) (in respect of the execution of the respective agreement only),
none of the conditions have been satified.
The Fourth Agreement

On 14 November 2017, Shenzhen Jianian, a wholly-owned subsidiary of Fantasia, and
Shenzhen Gaorunda, a wholly-owned subsidiary of the Company, entered into the Fourth
Agreement. The principal terms of the Fourth Agreement are set out below:

Subject matter

Shenzhen Jianian will transfer its 1% equity interest in WXM to Shenzhen Gaorunda
for a consideration of RMB30,000,000.

Further information on the Target Group is set out in the paragraph headed
“Information on the Target Group” below.

_ 14 —
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Consideration

The consideration for the transfer of the 1% equity interest in WXM to Shenzhen

Gaorunda is RMB30,000,000, which was determined with reference to the preliminary
valuation on WXM.

The consideration will be payable in accordance with the following schedule:

(a)

(b)

as to 50% of the consideration, equivalent to RMB15,000,000, will be payable
within 10 business days of all the conditions precedent under the Fourth
Agreement being satisfied; and

the balance 50% of the consideration, equivalent to RMB15,000,000, will be
payable within 10 business days from the completion of the transfer of the 1%
equity interest in WXM to Shenzhen Gaorunda.

The consideration will be settled by the Company through a combination of bank

borrowings and internal financial resources of the Company.

Conditions precedent

Completion of the transactions contemplated under the Fourth Agreement will be

subjected to the satisfaction of the following conditions:

(1)

(2)

(3)

(4)

(5)

the Fourth Agreement having been executed by the parties thereto and became
effective;

Shenzhen Wanxiang consenting to the transfer of the 1% equity interest in WXM
to Shenzhen Gaorunda, and waiving its first right of refusal;

the execution and the completion of the First Agreement, the Second Agreement
and the Third Agreement by the parties thereto;

the transfer contemplated under the Fourth Agreement having obtained the
necessary approvals and consents required by law and regulations; and

completion of the Shenzhen Jiaxin Transfer.

None of the conditions above is waiveable. As at the Latest Practicable Date except

for conditions (1) and (3) (in respect of the execution of the respective agreement only),

none of the conditions precedent have been satisfied.
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TOTAL CONSIDERATION

The total consideration for the Transaction is RMB2,012,520,000, which was determined
with reference to the valuation on the Target Group as determined by PSA (HK) Surveyors
Limited, an independent valuer, on 30 November 2017 in the amount of RMB2,297,000,000. The
valuation was based on a combination of market approach and asset-based approach. Market
approach was used to value WXM where the valuer seeks to identify appropriate precedent
transactions in the market as a reference for comparable. The valuer compares the P/E factors of
comparable transactions with the subject and made appropriated adjustments in order to arrive at
a fair comparison of capital value. Asset-based approach was used to determine the value of the
remaining members of the Target Group (excluding WXM), since the other members are holding
companies and have no revenue.

As the total consideration for the Transaction of RMB2,012,520,000 is at a discount to the
valuation of the Target Group in the amount of RMB2,297,000,000, the Directors, including the
independent non-executive Directors, consider that the total consideration for the Transaction is
fair and reasonable and in the interests of the Company and the Shareholders as a whole.

As the agreements under the Transaction are related and inter-conditional, the Total
Consideration was considered by the Company as one sum with the allocation of consideration
to each individual agreement based on the following allocation:

Agreement Consideration Basis of allocation
RMB
First Agreement 797,880,000 Based on 1% of the equity interest of

Shenzhen Jiaxin and the outstanding
shareholder’s loan of Shenzhen Jiaxin in
the amount of approximately RMB776

million

Second Agreement 1,184,640,000 Based on 99% equity interest of Shenzhen
Jiaxin

Third Agreement Free of consideration No consideration is payable under the

Agreement but Shenzhen Gaorunda will
assume the obligation of Shenzhen Jianian
in contributing RMB1,000,000 to the
capital of Shenzhen Wanxiang

Fourth Agreement 30,000,000 Based on 1% of the equity interest of WXM

on the valuation of WXM of approximately
RMB3.02 billion
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INFORMATION ON THE PARTIES

Fantasia

Fantasia is a company incorporated in the Cayman Islands, the shares of which are listed on
the main board of the Stock Exchange. Fantasia is principally engaged in the business of
property development, property investment, property agency services, property operation and
hotel services.

Fantasia China is a limited liability company established in the PRC and is a wholly-owned
subsidiary of Fantasia. Fantasia China is principally engaged in the business of investment
holding.

Fantasia Education is a limited liability company established in the PRC and is a
wholly-owned subsidiary of Fantasia and is principally engaged in the business of investment
holding.

Link Joy Holdings is a wholly-owned subsidiary of Fantasia incorporated in the Cayman
Islands and is principally engaged in the business of investment holding.

Link Joy is company incorporated in Hong Kong and is a wholly-owned subsidiary of Link
Joy Holdings. It is principally engaged in the business of investment holding.

Shenzhen Jianian is a limited liability company established in the PRC and is a
wholly-owned subsidiary of Fantasia. It is principally engaged in the business of investment
holding.

Shenzhen Jiaxin is a limited liability company established in the PRC and is principally
engaged in the business of investment holding.

Shenzhen Link Joy is a limited liability company established in the PRC and is principally
engaged in the business of investment holding.

The Company

The Company is incorporated in the Cayman Islands, the shares of which are listed on the
main board of the Stock Exchange. The Group is principally engaged in the provision of
property management services, engineering services, community leasing, sales and related
services. As at the Latest Practicable Date, the Company is beneficially owned as to
approximately 66.57% by Fantasia and is an indirect subsidiary of Fantasia.

Shenzhen Colour Life is a wholly-owned subsidiary of the Company established in the

PRC. It is principally engaged in the provision of property management services.
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Colour Life Investment is a wholly-owned subsidiary of the Company incorporated in Hong
Kong. It is principally engaged in the business of investment holding.

Shenzhen Gaorunda is a limited liability company established in the PRC and is a
wholly-owned subsidiary of the Company. It is principally engaged in the business of investment
holding.

EFFECT OF THE TRANSACTION

Shenzhen Jiaxin has 100% of the beneficial interest in Shenzhen Wanxiang.

Upon completion of the Transaction, Colour Life will hold the entire equity interests in
each of Fantasia Education and Link Joy, which will in turn hold the entire equity interests in
Shenzhen Jiaxin through Fantasia Education and Shenzhen Link Joy. Upon which, the Company
will indirectly own 100% beneficial interest in Shenzhen Wanxiang through Shenzhen Jiaxin.

Shenzhen Wanxiang holds 99% of the equity in WXM, and the remaining 1% of the equity
in WXM will be held by Shenzhen Gaorunda pursuant to the Fourth Agreement. Shenzhen
Wanxiang is principally engaged in the business of property management.

INFORMATION ON TARGET GROUP

Set out below are the shareholding structure of the Target Group before and after
completion of the Transaction:

Before completion of the Transaction

100% Link Joy 100%
i . Link
Fantasia Holdings ink Joy
Offshore 100% 100%
Onshore o
Fantasia 100% Fantasia Shenzhen
China Education Link Joy
1% 99%
100%
Shenzhen Shenzhen
Jianian Jiaxin Mo )

100% Beneficial
Interest Vore

Shenzhen
Wanxiang

99%

WXM

1%
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Notes:

(1) As at the date of the Joint Announcement, Shenzhen Jiaxin was 100% owned by the Jianian Investment
Fund, which was in turn held as to 6.12% by Shenzhen Colour Life, as to 61.23% by Wuhu Gopher, as to
26.53% by Fantasia China, and as to 6.12% by Home E&E, a 65.13% subsidiary of Fantasia. Pursuant to
the Shenzhen Jiaxin Transfer Agreement, the investors to the Jianian Investment Fund agreed to transfer
the entire equity interest of Shenzhen Jiaxin and the outstanding debts owning to the Jianian Investment
Fund to Shenzhen Link Joy and Fantasia Education. Upon completion of the Shenzhen Jiaxin Transfer,
Shenzhen Jiaxin will be held as to 99% equity interest by Shenzhen Link Joy and as to 1% equity interest
by Fantasia Education. It is a condition precedent to the Transaction that the Shenzhen Jiaxin Transfer be
completed, which is currently expected to be in mid February 2018.

(2)  Upon completion of the Shenzhen Jiaxin Transfer, Shenzhen Jiaxin and the other partners of Shenzhen
Wanxiang will enter into a supplemental partnership agreement (the “Supplemental Partnership
Agreement”) for Shenzhen Wanxiang which will give Shenzhen Jiaxin the right to appoint the majority of
the members of the investment committee of Shenzhen Wanxiang, and the only third party partner in
Shenzhen Wanxiang will agree to a fix return on its investment and not participate in the day-to-day
management and operation of Shenzhen Wanxiang. As a result, Shenzhen Jiaxin will be able to capture
100% of the beneficial interest in Shenzhen Wanxiang. As Shenzhen Gaorunda will replace Shenzhen
Jianian as the general partner of Shenzhen Wanxiang, Shenzhen Gaorunda will also enjoy control over
Shenzhen Wanxiang after such transfer. Further details about the partnership agreement of Shenzhen
Wanxiang and the supplemental agreement are set out below.

Shenzhen Wanxiang is a limited partnership established in the PRC in which Shenzhen
Jianian and {EIIZERE S EE A BR/A A (Shenzhen Xincheng Investment Management Co., Ltd.)
(“Shenzhen Xincheng”) are the general partners, and Shenzhen Jiaxin and 375 & & & HA
FR/AF] (Greatwall Jiaxin Asset Management Co. Ltd.) (“Greatwall Jiaxin”) are the limited
partners. Shenzhen Xincheng is a wholly-owned subsidiary of Greatwall Jiaxin. Each of
Shenzhen Xincheng and Greatwall Jiaxin is an independent third party to both Fantasia and
Colour Life.

Pursuant to the Third Agreement where Shenzhen Jianian will transfer its investment in
Shenzhen Wanxiang to Shenzhen Gaorunda and Shenzhen Gaorunda will replace Shenzhen
Jianian as the general partner, the partners to Shenzhen Wanxiang have on 19 December 2017
entered into the Supplemental Partnership Agreement pursuant to which the parties agreed that:

1. Shenzhen Gaorunda will replace Shenzhen Jianian as the general partner upon the
Third Agreement being effective. Immediately after the replacement of Shenzhen
Jianian by Shenzhen Gaorunda, the executive partner of Shenzhen Wanxiang will
change from Shenzhen Xincheng to Shenzhen Gaorunda;

2.  the requirement of unanimous confirmation by all the general partners to amend the
appointment and change the 5 members of the investment committee will be amended
to separate nomination by each party without the need of unanimous confirmation, of
which Shenzhen Xincheng will recommend to appoint 2 members and prior to
Shenzhen Gaorunda becoming a general partner, Shenzhen Jianian will appoint 3
members through Shenzhen Jiaxin, and upon Shenzhen Gaorunda becoming the
general partner, Shenzhen Gaorunda will recommend to appoint 3 members through
Shenzhen Jiaxin. Save for (i) the disposal of any immovable asset of the partnership;
(i1) transfer or disposal of any of the partnership’s intellectual property or other
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property rights; and (iii) the provision of any guarantees for others in the name of the
partnership; which require unanimously approval by all the partners, the investment
committee will be responsible for all final decisions in respect of all matters relating
to the partnership;

3.  Greatwall Jiaxin will not be entitled to any other return other than a fixed return from
Shenzhen Wanxiang at a re-agreed rate, and Shenzhen Jiaxin will be entitled to all of
the remaining revenue from Shenzhen Wanxiang after payment of relevant costs; and

4. the executive partner, Shenzhen Gaorunda, and the investment committee be
authorised to exercise all shareholder’s rights in the Target Company on behalf of
Shenzhen Wanxiang.

The purpose of the Supplemental Partnership Agreement is to enable the Group to gain
complete control over Shenzhen Wanxiang. Set out below is a summary of the roles and
responsibilities of each parties in the partnership of Shenzhen Wanxiang before and after
entering the Supplemental Partnership Agreement:

Before After
Shenzhen Jianian — responsible for managing the — will withdraw from the
(general partner, affairs of Shenzhen Wanxiang partnership and will be
a Fantasia’s replaced by Shenzhen
subsidiary) — appointment of members of Gaorunda

the investment committee
(unanimously approval by the
general partners required)

— share of profits after

distribution to the limited
partners
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Shenzhen Gaorunda
(general partner,
a subsidiary of
the Company)

Shenzhen Xincheng
(general partner,
a Greatwall
Jiaxin’s
subsidiary, an
independent third
party)

Before

N/A

— executive and general partner,

responsible for managing the
day-to-day affairs of
Shenzhen Wanxiang

— appointment of members of

the investment committee
(unanimously approval by the
general partners)

— share of profits after

distribution to the limited
partners
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After

will replace Shenzhen Jianian
as the general partner

will replace Shenzhen
Xincheng as the executive
partner

will be responsible for
managing the affairs of
Shenzhen Wanxiang

will have the right to appoint
three members of the
investment committee through
Shenzhen Jiaxin

no right to share profits

will transfer its executive
partner position to Shenzhen
Gaorunda

will have the right to appoint
two members of the
investment committee

will not be involved in the
day-to-day management of
Shenzhen Wanxiang

will consent to all the
decisions made by Shenzhen
Gaorunda in the investment
committee if the repayment of
fixed return and capital
investment to Greatwall Jiaxin
is not in default

no right to share profits
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Shenzhen Jiaxin
(limited partner,
a subsidiary of
Fantasia that will
be transferred to
the Company
under the
Transaction)

Greatwall Jiaxin
(limited partner,
an independent
third party)

Before

— capital contribution

After

— entitled to a fixed return on -

profit

— capital contribution

— entitled to a fixed return on

investment

capital contribution

entitled to the residual profits
of Shenzhen Wanxiang after
the settlement of Greatwall
Jiaxin’s fixed return

capital contribution

entitled to a higher rate of
fixed return on investment

Upon the Supplemental Partnership Agreement becoming effective, Shenzhen Jiaxin will be
able to exercise complete control over the operation of Shenzhen Wanxiang and that Greatwall
Jiaxin will only be getting a fixed return on its investment and will not bear the risk or share the
profits of Shenzhen Wanxiang. As a result, Shenzhen Jiaxin would have 100% of the beneficial
interest in Shenzhen Wanxiang.

The auditors of the Company have reviewed the Supplemental Partnership Agreement and
are of the view that Shenzhen Jiaxin will be able to capture the entire beneficial interests in

Shenzhen Wanxiang.

Upon completion of the Transaction

Colour Life

Colour Life
Investment

100%

Link Joy

100%

Offshore 100%
Onshore
Shenzhen
Colour Life
100%
Shenzhen
Gaorunda

1%

Fantasia
Education

Holdings

100% l

Shenzhen
Link Joy

99%

100% Beneficial

l

Shenzhen
Jiaxin

Interest

Shenzhen
Wanxiang

99% l

WXM
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Set out below is the summary financial information of the Shenzhen Wanxiang for the two
years ended 31 December 2015 and 2016 and for the six months ended 30 June 2017:

For the

For the year For the year six months

ended ended ended

31 December 31 December 30 June

2015 2016 2017

Approximately — Approximately  Approximately

RMB’000 RMB’000 RMB’000

Profit before tax 0 22,516 139,071
Profit after tax 0 17,218 103,077

The net asset value of Shenzhen Wanxiang as at 30 June 2017 was approximately
RMB2,105,294.

WXM is a company established in the PRC and was acquired by Shenzhen Wanxiang and
Shenzhen Jianian in August 2016 from an independent third party for RMB2,000,000,000. WXM
and its 12 subsidiaries principally engaged in the business of property management for
residential communities.

Set out below is the summary financial information of WXM Group for the two years
ended 31 December 2015 and 2016 and period from 1 January 2017 to 30 June 2017:

For the year For the year For the period

ended ended ended
31 December 31 December 30 June
2015 2016 2017
Approximately  Approximately  Approximately
RMB’000 RMB’000 RMB’000
(Unaudited)
Profit before tax 74,846 51,856 172,723
Profit after tax 46,231 21,731 128,761

The net asset value of WXM as at 30 June 2017 was approximately RMB191,699,000.

WXM Group paid advisory fee of RMB16.96 million and RMB14.45 million to Home E&E
and Kaiyuan International for their property advisory services in 2016 respectively, resulting in a
decrease in profit of WXM Group in 2016. Based on professional consultancy of Home E&E and
Kaiyuan International, income of WXM Group increased and costs were under control, and
profit margins of new businesses increased, leading to a significant increase in profit of WXM
Group in first half of 2017.

Pursuant to a deed of non-competition (the “Deed”) dated 11 June 2014, Fantasia has

undertaken, among others, that until the date on which Fantasia ceases to hold, whether directly
or indirectly, 30% or more of the shares of the Company, Fantasia and its subsidiaries (excluding
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the Company and its subsidiaries) would not engage in any business involving certain activities
including property management focusing on residential communities. Details of the Deed are set
out under the paragraph headed “Non-Competition Undertakings” under the section headed
“RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDER” of the prospectus of the
Company dated 17 June 2014.

At the time of the acquisition of WXM in August 2016, Fantasia has offered the acquisition
opportunity to the Company. As the operations and the management of WXM were not modern
and fragmented and lacking in modern infrastructure at that time, and that the partnership of
Shenzhen Wanxiang established for the acquisition was controlled by Shenzhen Xincheng, an
independent third party, as the executive partner, the acquisition would only be an investment
role with no day-to-day management involvement by the investor. As such, the Company
considered that it was not an investment that ought to be pursued and led by the Company at
that time and it would be more appropriate for Fantasia to be a partner in Shenzhen Wanxiang
for the purpose of the acquisition. WXM was accounted as an associated company of Fantasia
and its results were not consolidated in the financial statements of Fantasia. Given that Fantasia
has not been involved in the day-to-day operations and management of WXM, and that it has no
control over the board of directors of WXM or the investment committee of Shenzhen Wanxiang,
the Company is of the view that Fantasia has not been engaged in residential communities
focused property management business and had complied with the terms of the Deed.

Since the acquisition, the Target Group has gone through a series of optimization and the
structure, management and operations of WXM have become stable and the Target Group has
also achieved a strong growth in revenue. As part of Fantasia’s continuous assessment of its
strategic development, it was considered that it would be appropriate to gain control of
Shenzhen Wanxiang and the Target Group through the entering into of the Supplemental
Partnership Agreement and through the Transaction to transfer the Target Group to the Company.
The Transaction would strengthen the Company’s leading market position in property
management, whilst Fantasia will continue to focus on its principal activities of property
development.

Upon completion of the Transaction, members of the Target Group will become subsidiaries
of the Company, and will also become subsidiaries (with their accounts consolidated into the
financial statements of Fantasia and its subsidiaries) of Fantasia.

Further details of the financial information of the Target Group are set out in Appendix II
of the circular.

REASONS FOR THE TRANSACTION

Fantasia is a leading property developer and property related service provider in the PRC.
The Group is principally engaged in property management services, engineering services and
community leasing, sales and other services. WXM is recognized as a significant player in the
property management industry in the PRC. The Transaction would provide a good opportunity
for the Company to reinforce its position as one of the leading property management companies
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in the PRC. The Board (including members of the Independent Board Committee who have
consider the advise from Gram Capital) considers that the terms of the Transaction are fair and

reasonable and in the interests of the Company and the Shareholders as a whole.

LISTING RULES IMPLICATIONS

As the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the
Transaction are more than 25% but less than 100%, the Transaction constitutes a major
transaction for the Company which is subject to the reporting, announcement and Shareholders’
approval requirements under Chapter 14 of the Listing Rules. As at the date of this circular,
Fantasia is interested in approximately 66.57% of the issued share capital of the Company and is
the controlling shareholder and a connected person of the Company. Accordingly, the
Transaction also constitutes a connected transaction for the Company which is subject to the
approval by the Independent Shareholders.

The Independent Board Committee comprising all the independent non-executive Directors
of the Company has been formed to advise the Independent Shareholders on the terms of the

Transaction.

Gram Capital has been appointed as the independent financial adviser to advise the
independent board committee and the independent shareholders of Colour Life regarding, among

other things, the terms of the Transaction.

GENERAL

At the board meetings of the Company held to approve the Transaction, Mr. Pan Jun and
Mr. Lam Kam Tong, who are common directors of the Company and Fantasia, are considered to
be interested in the Transaction and have abstained from voting for the resolution to approve the
Transaction.

EGM

The EGM will be held for Shareholders to consider and, if thought fit, approve the
Transaction.

Any Shareholders and their associates who have a material interest in the Transaction shall
abstain from voting on the resolutions in relation thereto to be proposed at the EGM. Fantasia,
which owned approximately 66.57% of the total issued share capital of the Company as at the
Latest Practicable Date, will abstain from voting on the resolution in respect of the Transaction.

Except as disclosed above, to the best of the knowledge, information and belief of the
Directors having made all reasonable enquiries, no Shareholder has a material interest in the
Transaction. As such, no Shareholder is required to abstain from voting at the EGM on the

resolution in respect of the Transaction.
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A notice convening the EGM to be held at Ramada Plaza Shenzhen North, Meilong Road
and Minwang Road Cross, Minzhi Sub-district, Longhua, Shenzhen, Guangdong, PRC on
Wednesday, 28 February 2018 at 10:30 a.m. for the purpose of considering and, if thought fit,
approving the Transaction is set out on pages EGM-1 to EGM-2 of this circular.

Whether or not you are able to attend the EGM, you are requested to complete the enclosed
form of proxy in accordance with the instructions printed thereon and return the same to the
Company’s branch share registrar in Hong Kong, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong as soon as practicable but in any event not less than 48 hours before the time
appointed for holding of the EGM or any adjournment thereof. Completion and return of the
form of proxy will not preclude you from attending and voting in person at the EGM or any
adjournment thereof (as the case may be) should you so wish.

CLOSURE OF THE SHAREHOLDERS’ REGISTER

For the purpose of determining the list of shareholders who are entitled to attend and vote
at the EGM, the shareholders’ register of the Company will be closed from Thursday, 22
February 2018 to Wednesday, 28 February 2018, both days inclusive. No transfer of shares of
the Company will be registered during that day. In order to qualify to attend and vote at the
EGM, all instruments of transfer together with the relevant share certificate(s) must be lodged
with the Company’s branch share registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration no later than 4:30 p.m. on Wednesday, 21 February 2018.

RECOMMENDATION

The Board (including members of the Independent Board Committee who have considered
the advise of Gram Capital) considers that the terms of the Transaction are fair and reasonable
and in the interests of the Company and the Shareholders as a whole. The Board therefore
recommends the Shareholders to vote in favour of the ordinary resolution to be proposed at the
EGM to approve the Transaction as set out in the notice of EGM.

ADDITIONAL INFORMATION

Your attention is also drawn to the other sections and appendices in this circular, which
contain further information about WXM, the Enlarged Group and other information that need to
be disclosed in accordance with the Listing Rules.

Yours faithfully,

For and on behalf of the Board of
Colour Life Services Group Co., Limited
TANG Xuebin
Executive Director and Chief Executive Officer
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The following is the text of the letter of recommendations, prepared for the purpose of
incorporation in the circular, from the Independent Board Committee to the Independent
Shareholders regarding the terms of the Agreement and the transactions contemplated

thereunder.

I

COLOUR LIFE SERVICES GROUP CO., LIMITED
%% AR A E

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 1778)

5 February 2018

To the Independent Shareholders

Dear Sir or Madam,

MAJOR AND CONNECTED TRANSACTION

We refer to the circular of the Company to the Shareholders dated 5 February 2018 (the
“Circular”), in which this letter forms a part. Unless the context requires otherwise, capitalized
terms used in this letter will have the same meanings given to them in the section headed

“Definitions” of the Circular.

We have been appointed by the Board as members of the Independent Board Committee to
advise the Independent Shareholders on whether the terms of the Transaction are fair and

reasonable so far as the Independent Shareholders are concerned.

We wish to draw your attention to the letter of advice from Gram Capital, the Independent
Financial Adviser appointed to advise the Independent Board Committee and the Independent
Shareholders in respect of the Transaction as set out on pages 29 to 47 of the Circular and the

letter from the Board set out on pages 6 to 26 of the Circular.
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Having considered, among other matters, the factors and reasons considered by, and the
opinion of Gram Capital as stated in its letter of advice, we consider that the terms of the
Transaction are on normal commercial terms, are fair and reasonable and in the interests of the
Company and the Shareholders as a whole. Accordingly, we recommend the Independent
Shareholders to vote in favour of the ordinary resolutions in relation to the Transaction to be
proposed at the EGM.

Yours faithfully,
For and on behalf of
The Independent Board Committee of
Colour Life Services Group Co., Limited
Mr. TAM Chun Hung, Anthony
Dr. LIAO Jianwen
Mr. XU Xinmin
Independent Non-executive Directors
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Set out below is the text of a letter received from Gram Capital, the Independent Financial
Adviser to the Independent Board Committee and the Independent Shareholders in relation to the

Transaction for the purpose of inclusion in this circular.

Room 1209, 12/F.

g Gram Capital lelted Nan Fung Tower
= I I\ = 88 Connaught Road Central/
% *jI‘ H ZIK ﬁ BE A a 173 Des Voeux Road Central
Hong Kong

5 February 2018

To: The independent board committee and the independent shareholders of Colour Life Services
Group Co., Limited

Dear Sir/Madam,
MAJOR AND CONNECTED TRANSACTION
INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the Transaction,
details of which are set out in the letter from the Board (the “Board Letter”) contained in the
circular dated 5 February 2018 issued by the Company to the Shareholders (the “Circular”), of
which this letter forms part. Terms used in this letter shall have the same meanings as defined in

the Circular unless the context requires otherwise.

On 14 November 2017, certain subsidiaries of the Company proposed to acquire from
certain subsidiaries of Fantasia 100% of the beneficial interest in Shenzhen Wanxiang and 100%
of the equity interest in WXM for a total consideration of RMB2,012,520,000 (with an
obligation to settle RMB1,000,000 contribution in Shenzhen Wanxiang) by the entering into of
the First Agreement, the Second Agreement, the Third Agreement and the Fourth Agreement
(collectively, the “Acquisition Agreements”).

On 19 December 2017, Fantasia, Colour Life Investment and Link Joy Holdings entered
into the Supplemental Agreement, pursuant to which the parties agreed to transfer Link Joy
Holdings rather than Link Joy to Colour Life Investment, and to amend the payment method for
the consideration under the Second Agreement by a combination of Colour Life issuing the

Consideration Shares to Fantasia at the Issue Price and by cash.
With reference to the Board Letter, the Transaction constitutes a major and connected

transaction of the Company and is therefore subject to reporting, announcement, circular,

independent financial advice and shareholders’ approval requirements under the Listing Rules.
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The Independent Board Committee comprising Mr. Tam Chun Hung, Anthony, Dr. Liao
Jianwen and Mr. Xu Xinmin (all being independent non-executive Directors) has been
established to advise the Independent Shareholders on (i) whether the terms of the Acquisition
Agreements are on normal commercial terms and are fair and reasonable so far as the
Independent Shareholders are concerned; (ii) whether the Transaction is in the interests of the
Company and the Shareholders as a whole; and (iii) how the Independent Shareholders should
vote in respect of the resolution(s) to approve the Acquisition Agreements and the transactions
contemplated thereunder at the EGM. We, Gram Capital Limited, have been appointed as the
Independent Financial Adviser to advise the Independent Board Committee and the Independent

Shareholders in this respect.

BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Committee and the Independent
Shareholders, we have relied on the statements, information, opinions and representations
contained or referred to in the Circular and the information and representations as provided to us
by the Directors. We have assumed that all information and representations that have been
provided by the Directors, for which they are solely and wholly responsible, are true and
accurate at the time when they were made and continue to be so as at the Latest Practicable
Date. We have also assumed that all statements of belief, opinion, expectation and intention
made by the Directors in the Circular were reasonably made after due enquiry and careful
consideration. We have no reason to suspect that any material facts or information have been
withheld or to doubt the truth, accuracy and completeness of the information and facts contained
in the Circular, or the reasonableness of the opinions expressed by the Company, its advisers
and/or the Directors, which have been provided to us. Our opinion is based on the Directors’
representation and confirmation that there is no undisclosed private agreement/arrangement or
implied understanding with anyone concerning the Transaction. We consider that we have taken
sufficient and necessary steps on which to form a reasonable basis and an informed view for our

opinion in compliance with Rule 13.80 of the Listing Rules.

We have not made any independent evaluation or appraisal of the assets and liabilities of
the Target Group, and we have not been furnished with any such evaluation or appraisal, save as
and except for the valuation report on the Target Group (the “Valuation Report”) as set out in
Appendix V to the Circular. The Valuation Report was prepared by PSA (HK) Surveyors
Limited, an independent valuer (the “Valuer”). Since we are not experts in the valuation of
business or companies, we have relied solely upon the Valuation Report for the value of the
Target Group as at 30 November 2017 (the “Valuation”).
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The Circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief the information contained in the
Circular is accurate and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement in the Circular or
the Circular misleading. We, as the Independent Financial Adviser, take no responsibility for the

contents of any part of the Circular, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed
view and to provide a reasonable basis for our opinion. We have not, however, conducted any
independent in-depth investigation into the business and affairs of the Company, Fantasia, the
Target Group or their respective subsidiaries or associates, nor have we considered the taxation
implication on the Group or the Shareholders as a result of the Transaction. Our opinion is
necessarily based on the financial, economic, market and other conditions in effect and the
information made available to us as at the Latest Practicable Date. If there is any material
change before EGM, Shareholders will be notified as soon as possible. In addition, nothing
contained in this letter should be construed as a recommendation to hold, sell or buy any Shares

or any other securities of the Company.

Lastly, where information in this letter has been extracted from published or otherwise
publicly available sources, it is the responsibility of Gram Capital to ensure that such
information has been correctly extracted from the relevant sources while we are not obligated to
conduct any independent in-depth investigation into the accuracy and completeness of those

information.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Transaction, we have taken into consideration

the following principal factors and reasons:
1. Background of and reasons for the Transaction
Business overview of the Group
With reference to the Board Letter, the Company is principally engaged in the
provision of property management services, engineering services, community leasing,
sales and related services. As at the Latest Practicable Date, the Company is

beneficially owned as to approximately 72.41% by Fantasia and is a subsidiary of
Fantasia.
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Set out below are the consolidated financial information of the Group for the six
months ended 30 June 2017 and the two years ended 31 December 2016 as extracted
from the interim report of the Company for the six months ended 30 June 2017 (the
“2017 Interim Report”) and the annual report of the Company for the year ended
31 December 2016 (the “2016 Annual Report”):

For the six For the For the
months ended year ended year ended
30 June 31 December 31 December  Change from
2017 2016 2015 2015 to 2016
RMB’000 RMB’000 RMB’000 %
(unaudited) (audited) (audited)
Revenue 746,628 1,342,069 827,645 62.16
— Property management
services (the
“Property Mgt
Segment”) 576,277 1,059,067 586,332 80.63
— Engineering services 59,575 126,146 135,426 (6.85)
— Community leasing,
sales and other
services 110,776 156,856 105,887 48.14
Gross profit 339,548 585,789 454,456 28.90
Profit for the period/year 115,338 216,011 182,655 18.26
As at As at As at
30 June 31 December 31 December  Change from
2017 2016 2015 2015 to 2016
RMB’000 RMB’000 RMB’000 %
(unaudited) (audited) (audited)
Bank balances and cash 539,163 754,837 419,478 79.95
Net assets 1,562,973 1,532,472 1,300,732 17.82

As illustrated by the above table, the Group recorded revenue and gross profit of
approximately RMB1,342.07 million and RMBS585.79 million respectively for the year
ended 31 December 2016 (“FY2016”), representing increase of approximately 62.16%
and 28.90% respectively as compared to those for the year ended 31 December 2015
(“FY2015”). With reference to the 2016 Annual Report, the increase in revenue was
primarily driven by (i) increase in the total revenue-bearing gross floor area (“GFA”);
(i1) significant increase in lump sum basis contracts arising from the acquisition of
property management companies during FY2015; and (iii) increase in the amount of
community leasing, sales and other services the Group delivered. The Group’s profit
for FY2016 also increased as compared to FY2015.

—- 32 _



LETTER FROM THE GRAM CAPITAL

According to the 2017 Interim Report, as at 30 June 2017, the Group increased
its contracted GFA coverage to 214 cities in the PRC and one foreign country,
Singapore. As at 30 June 2017, the Group was contracted to manage 2,178 residential
communities with an aggregate contracted GFA of approximately 383.1 million square
meters and entered into consultancy services contracts with 157 residential
communities with an aggregate contracted GFA of approximately 37.1 million square
meters. The Group will continue to expand its business through obtaining new service
engagements and cooperating with other property management companies in platform
service. In terms of engineering services, the Group has been conducting
internet-based transformation to all projects under its management to further increase
the efficiency of its property services and bring better customer experience.

Information on Fantasia

With reference to the Board Letter, Fantasia is a company incorporated in the
Cayman Islands, the shares of which are listed on the main board of the Stock
Exchange. Fantasia is principally engaged in the business of property development,
property investment, property agency services, property operation and hotel services.
Information on Shenzhen Colour Life

With reference to the Board Letter, Shenzhen Colour Life is a wholly-owned
subsidiary of the Company established in the PRC. It is principally engaged in the
provision of property management services.
Information on Colour Life Investment

With reference to the Board Letter, Colour Life Investment is a wholly-owned
subsidiary of the Company established in Hong Kong. It is principally engaged in the
business of investment holding.
Information on Shenzhen Gaorunda

With reference to the Board Letter, Shenzhen Gaorunda is a limited liability
company established in the PRC and is a wholly-owned subsidiary of the Company. It
is principally engaged in the business of investment holding.
Information on Fantasia Education

With reference to the Board Letter, Fantasia Education is a limited liability
company established in the PRC and is a wholly-owned subsidiary of Fantasia and is
principally engaged in the business of investment holding.
Information on Link Joy Holdings

With reference to the Board Letter, Link Joy Holdings is a wholly-owned

subsidiary of Fantasia incorporated in the Cayman Islands and is principally engaged
in the business of investment holding.
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Information on Link Joy

Link Joy is company incorporated in Hong Kong and is a wholly-owned
subsidiary of Link Joy Holdings. It is principally engaged in the business of
investment holding.

Information on Shenzhen Link Joy

With reference to the Board Letter, Shenzhen Link Joy is a limited liability
company established in the PRC and is principally engaged in the business of
investment holding.

Information on Shenzhen Jianian

With reference to the Board Letter, Shenzhen Jianian is a limited liability
company established in the PRC and is a wholly-owned subsidiary of Fantasia. It is
principally engaged in the business of investment holding.

Information on Shenzhen Jiaxin

With reference to the Board Letter, Shenzhen Jiaxin is a limited liability
company established in the PRC and is principally engaged in the business of
investment holding.

Information on the Target Group

Set out below are the shareholding structure of the Target Group before and after
completion of the Transaction:

Before completion of the Transaction

100% . 100%
. Link Joy .
Fantasia Holdings Link Joy
Offshore 100% 100%
Onshore
Fantasia 100% Fantasia Shenzhen
China Education Link Joy
1% 99%
100%
Shenzhen Shenzhen
Jianian Jiaxin
100% Beneficial
Interest
Shenzhen
Wanxiang
99%
1%
WXM
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Upon completion of the Transaction

. 100% .
. Colour Life Link Joy
Colour Life Investment Holdings
100% 100% \l/
Link Joy
Offshore
100%
Onshore
Shenzhen 100% Fantasia Shenzhen
Colour Life Education Link Joy
1% 99%
100%
Shenzhen Shenzhen
Gaorunda Jiaxin
100% Beneficial
Interest
Shenzhen
Wanxiang
99%
1%
WXM

With reference to the Board Letter, Shenzhen Wanxiang is a limited partnership
established in the PRC in which Shenzhen Jianian and Shenzhen Xincheng are general
partners; and Shenzhen Jiaxin and Greatwall Jiaxin are limited partners. Shenzhen
Xincheng is a wholly-owned subsidiary of Greatwall Jiaxin. The aforesaid partners
entered into the Supplemental Partnership Agreement on 19 December 2017, details of
which are set out under the section headed “INFORMATION ON THE TARGET
GROUP” of the Board Letter. Upon the Supplemental Partnership Agreement
becoming effective, Shenzhen Jiaxin will be able to exercise complete control over the
operation of Shenzhen Wanxiang and Greatwall Jiaxin will only be entitled to a fixed
return on its investment and will not bear the risk or share the profits of Shenzhen
Wanxiang. As a result, Shenzhen Jiaxin would have 100% beneficial interest in
Shenzhen Wanxiang.

Upon completion of the Transaction, the Company will hold the entire equity
interests in each of Fantasia Education, Link Joy Holdings, and Link Joy, which will
in turn hold the entire equity interests in Shenzhen Jiaxin through Fantasia Education
and Shenzhen Link Joy. Accordingly, the Company will indirectly own 100%
beneficial interest in Shenzhen Wanxiang through Shenzhen Jiaxin.

Shenzhen Wanxiang holds 99% of the equity in the WXM, and the remaining 1%
of the equity in the WXM will be held by Shenzhen Gaorunda pursuant to the Fourth
Agreement. Shenzhen Wanxiang is principally engaged in the business of property
management.
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Set out below is the summary audited financial information of the Shenzhen
Wanxiang for the year ended 31 December 2016 and the ten months ended 31 October
2017 as extracted from Appendix IIB to the Circular:

For the For the ten

year ended months ended

31 December 31 October

2016 2017

Approximately — Approximately

RMB’000 RMB’000

Profit before taxation 22,516 252,596
Profit and total comprehensive income

for the year/period 17,218 190,145

The net asset value of Shenzhen Wanxiang as at 31 October 2017 was
approximately RMB2,192,362,000.

WXM Group is principally engaged in the business of property management. Set
out below is the summary audited financial information of WXM Group for the two
years ended 31 December 2016 and the ten months ended 31 October 2017 as
extracted from Appendix IIA to the Circular:

For the For the For the ten

year ended year ended months ended

31 December 31 December 31 October

2015 2016 2017

Approximately — Approximately  Approximately

RMB’000 RMB’000 RMB’000

Revenue 1,198,143 1,324,713 1,235,986

Gross profit 253,854 283,971 412,224

Profit before taxation 74,846 51,856 310,779

Profit and total

comprehensive income

for the year/period 46,231 21,731 235,029

The net asset value of the WXM Group as at 31 October 2017 was approximately
RMB297,967,000.

WXM Group paid advisory fee of RMB16.96 million and RMB14.45 million to
Home E&E and Kaiyuan International for their property advisory services in 2016
respectively, resulting in a decrease in profit of WXM Group in 2016. Based on
professional consultancy of Home E&E and Kaiyuan International, income of WXM
Group increased and costs were under control, and profit margins of new businesses
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increased, leading to a significant increase in profit of WXM Group in first half of
2017. Upon completion of the Transaction, members of Target Group will become
subsidiaries of the Company, and hence remain as subsidiaries of Fantasia.

Reasons for and benefits of the Transaction

With reference to the Board Letter, the Group is principally engaged in property
management services, engineering services and community leasing, sales and other
services. WXM is recognised as a significant player in the property management
industry in the PRC. The Transaction would provide a good opportunity to reinforce
the Group’s position as one of the leading property management companies in the
PRC.

We note from the 2016 Annual Report that the largest revenue generating
segment of the Group is Property Mgt Segment (representing approximately 78.91% of
the Group’s total revenue for FY2016). In addition, as illustrated in the table under the
section headed “Information on the Target Group” above, WXM Group recorded profit
and total comprehensive income of approximately RMB235.03 million for the ten
months ended 31 October 2017, which was approximately 11 times of that for
FY2016.

With reference to the 2017 Interim Report and as advised by the Directors, it is
the Group’s strategy to expand its Property Mgt Segment.

With reference to the National Bureau of Statistics of the PRC, the percentage of
population living in urban areas in the PRC increased by approximately 1.25
percentage point to approximately 57.35% from 31 December 2015 to 31 December
2016. Moreover, there was continuous growth in disposable income per capita for
urban population in the PRC, which amounted to RMB33,616 for 2016, represented a
approximately 7.76% year-on-year growth. As a result of the urbanization and the
growth in disposable income per capita of urban residents, PRC consumers may
demand better living conditions as well as quality property management services,
which may be the drivers for the growth of the property management industry.

We also noted certain PRC government guidance which are positive to the
development of the PRC property management industry, namely, (i) €[5 %¢%8 @ o 5 2%
880 I il B 8 43 MR 5 A 7 LA ) (Notice of the National Development and Reform
Commission in relation to the opinions on relaxing price controls for certain
services*) issued by the National Development and Reform Commission of the PRC in
December 2014, which aimed to relax the government price controls on various
servicing industries, including the property management industry; (ii) <[5 Bt #E /s B2
BRI o R e A 0 A M 5 S A T e A5 T A A E L) (Guidance of the general
office of the PRC State Council on residential servicing industry development
acceleration and promotion of consumption structure upgrade*) published by the
general office of the PRC State Council in November 2015, which set out the
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objective to standardize and promote, among others, the property management industry
development; and (iii) (& 24 m AR S (i1T))  (Guidance on intelligent
community construction (Trial)*) published by the Ministry of Housing and
Urban-Rural Development of the PRC (the “MHURD”) in May 2014, which set out
detail guidelines to promote the integration of modern technologies and community

services.

According to 2016 B4 F£ MR A 58 A EVFFLH L) (2016 research report on
top 100 PRC property management enterprises®*) published by China Property
Management Institute (a social organization under the management of the MHURD) in
June 2016, the average GFA under the management of the top 100 property
management companies of the PRC (“Top 100 PM Companies”) reached
approximately 23.61 million square metres in 2015, representing a year-on-year
growth of 46.76%. In addition, the average operating revenue of the Top 100 PM
Companies reached approximately RMB540.77 million in 2015, representing a
year-on-year growth of 27.24%. Moreover, the Top 100 PM Companies actively
conducted mergers and acquisitions, which increased the market concentration and

optimized the resource allocation of the property management industry.

Having considered (i) positive business performance of the Group’s Property Mgt
Segment and WXM Group for FY2016 and the ten months ended 31 October 2017; (ii)
that WXM Group is principally engaged in property management business; (iii) that
the Transaction is in line with the Group’s strategy to expand its Property Mgt
Segment; and (iv) the positive outlook of the PRC property management industry as
demonstrated above, we concur with the Directors that the Transaction is in the

interests of the Company and the Shareholders as a whole.
Principal terms of the Acquisition Agreements
The First Agreement

On 14 November 2017, Fantasia China and Shenzhen Colour Life entered into
the First Agreement.

Pursuant to the First Agreement, Fantasia China will transfer 100% of the equity
interest in Fantasia Education to Shenzhen Colour Life for a consideration of
RMB797,880,000 (“Consideration I”) which will be satisfied by the Company
through a combination of its internal resources and bank borrowings. Fantasia
Education will be interested in 1% of the equity interest in Shenzhen Jiaxin.

With reference to the Board Letter, the Consideration I for the transfer of the

entire equity interest in Fantasia Education to Shenzhen Colour Life was determined
with reference to the preliminary valuation on WXM.
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The Second Agreement

On 14 November 2017, Link Joy Holdings and Colour Life Investment entered
into the Second Agreement. On 19 December 2017, Fantasia, the holding company of
Link Joy Holdings, Colour Life Investment and Link Joy Holdings entered into the
Supplemental Agreement to amend certain of the terms of the Second Agreement.

Pursuant to the Second Agreement, Fantasia will transfer 100% of the equity
interest in Link Joy Holdings to Colour Life Investment for a consideration of
RMB1,184,640,000 (“Consideration II”). Link Joy Holdings holds 100% of the
equity interest in Link Joy, which will in turn be indirectly interested in 99% of the
equity interest in Shenzhen Jiaxin.

With reference to the Board Letter, the Consideration II for the transfer of the
entire equity interest in Link Joy Holdings to Colour Life Investment was determined
with reference to the preliminary valuation on WXM.

With reference to the Board Letter, the Consideration II will be settled by cash,
with an option to be settled in whole or in part by the Company issuing the
Consideration Shares to the Fantasia. Pursuant to the Supplemental Agreement, the
parties agreed that the Consideration II under the Second Agreement will be settled as
to RMB998,346,000 by the Company issuing in aggregate 231,500,000 new Shares at
the issue price of HK$5.10 per Consideration Share to Fantasia, and as to the balance
of RMB184,640,000 by cash.

The Third Agreement

On 14 November 2017, Shenzhen Jianian and Shenzhen Gaorunda entered into
the Third Agreement.

Pursuant to the Third Agreement, Shenzhen Jianian will transfer its outstanding
contribution of RMB1,000,000 in Shenzhen Wanxiang (the “Contribution”) to
Shenzhen Gaorunda free of consideration, and Shenzhen Gaorunda will be under the
obligation to settle the Contribution.

The Fourth Agreement

On 14 November 2017, Shenzhen Jianian and Shenzhen Gaorunda entered into
the Fourth Agreement.

Pursuant to the Fourth Agreement, Shenzhen Jianian will transfer its 1% equity
interest in WXM to Shenzhen Gaorunda for a consideration of RMB30,000,000
(“Consideration IV”, together with Consideration I and Consideration II, the “Total
Consideration”) which will be settled by the Company through a combination of bank
borrowings and internal financial resources of the Company.
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With reference to the Board Letter, the Consideration IV for the transfer of the
1% equity interest in WXM to Shenzhen Gaorunda was determined with reference to
the preliminary valuation on WXM.

The Total Consideration

According to the Valuation Report, the Valuation as at 30 November 2017 was
RMB2,297,000,000. Details of the Valuation Report (including methodologies, basis,
assumptions and comparable transactions adopted) are set out under Appendix V to the
Circular. The Valuer selected asset-based approach to value the 100% equity interest
of the Target Group after using market approach to value the 100% equity interest of
WXM Group.

The Total Consideration of RMB2,012,520,000 (together with the Contribution of
RMB1,000,000) represents a discount of approximately 12.34% to the Valuation.
Having considered that the completion of each of the Acquisition Agreements is
conditional among each other, we assessed the Total Consideration on an aggregated
basis and did not assess the consideration/contribution under each of the Acquisition
Agreements separately.

For our due diligence purpose, we reviewed and enquired into (i) the terms of
engagement of the Valuer with the Company; (ii) the Valuer’s qualification and
experience in relation to the preparation of the Valuation Report; (iii) the steps and
due diligence measures taken by the Valuer for conducting the Valuation; (iv) key
assumptions adopted in the Valuation; and (v) details of the comparable transactions
adopted for the Valuation such as dates of transaction, consideration, relevant financial
figure, and their selection criteria.

From the mandate letter and other relevant information provided by the Valuer
and based on our interview with them, we are satisfied with the terms of engagement
of the Valuer as well as their qualification and experience for preparation of the
Valuation Report. The Valuer has also confirmed that they are independent to the
Company, Fantasia, the Target Group and their respective subsidiaries and associates.

We further reviewed and enquired into the Valuer on the methodology adopted
and the basis and assumptions adopted in arriving at the Valuation in order for us to
understand the Valuation Report. With reference to the Valuation Report, the Valuer
observed and followed the standards laid down by “The HKIS Valuation Standards
(2017 Edition)” published by the Hong Kong Institute of Surveyors and “International
Valuation standards” published by the International Valuation Standards Council. As
confirmed by the Valuer, the asset-based approach and market approach are commonly
adopted approaches for valuation of companies and are also consistent with normal
market practice.

— 40 —



LETTER FROM THE GRAM CAPITAL

With reference to the Valuation Report and as confirmed by the Valuer,

(i) the Valuer believes the cost approach to be insufficient in capturing the
future economic benefits of WXM Group’s assets given that WXM Group is
servicing company in which the return is not mainly driven by its tangible
assets;

(i1)) when comparing between the income approach and market approach, income
approach usually relies more heavily on the reasonable forecast of future
performance and the accurate selection of various market parameters, and
the valuation result is sometimes quite sensitive to a few market parameters;

(111) market approach is relatively more direct in term of forecast and market
pp y
parameters if available;

(iv) in this case, the Valuer could find some suitable public and private
precedent merger and acquisition transactions of property management
companies which can provide the Valuer a more reliable valuation result
than the income approach; and

(v) asset-based approach is an appropriate method to value the Target Group
since members of the Target Group other than WXM Group are mainly for
the purpose of investment holding.

Having considered the aforementioned reasons for selection of appropriate
approaches for the Valuation, we did not consider other approaches to assess the
fairness and reasonableness of the Total Consideration.

With reference to the Valuation Report, the Valuer adopted the actual financial
results of the WXM Group from January to October 2017 for the yearly net income
adopted in the Valuation, i.e. a yearly net income of RMB282,034,800 which is
equivalent to a monthly net income of RMB23,502,900 derived from the average of
the actual net income achieved by the WXM Group from January to October in 2017
(the “Earning Normalization”). We also discussed with the Valuer and understood the
basis for the Earning Normalization which is set out under the section headed 7.
EARNING NORMALIZATION” of Appendix V to the Circular.

During our discussion with the Valuer on the methodology adopted and the basis
and assumptions adopted in arriving at the Valuation (including the Earning
Normalization), we did not identify any major factors which caused us to doubt the
fairness and reasonableness of the principal basis, assumptions and comparable
transactions adopted for the Valuation. However, Shareholders should note that
valuation of assets or companies usually involves assumptions and therefore the
Valuation may or may not reflect the value of Target Group as at 30 November 2017
accurately.
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Having considered the above and that the Total Consideration of
RMB2,012,520,000 (together with the Contribution of RMB1,000,000) represents a
discount of approximately 12.34% to the Valuation, we are of the opinion that the
Total Consideration (together with the Contribution of RMB1,000,000) is fair and
reasonable so far as the Independent Shareholders are concerned.

Consideration Shares

The Consideration Shares represent approximately 21.38% of the total number of
Shares in issue as at the Latest Practicable Date, and approximately 17.61% of the
total number of Shares as enlarged by the issue of the Consideration Shares.

Issue Price

The Consideration Shares will be issued at HK$5.10 per Share. The Issue Price
represents:

(i) a discount of approximately 1% to the closing price of the Shares of
HK$5.15 per Share as quoted on the Stock Exchange on the Latest
Practicable Date;

(i) a premium of approximately 5% over the closing price of the Shares of
HK$4.88 per Share as quoted on the Stock Exchange on the date of the
Second Agreement; and

(iii) a discount of approximately 5% to the closing price of the Shares of
HK$5.39 per Share as quoted on the Stock Exchange on the date of the

Supplemental Agreement.

The Issue Price was determined after arm’s length negotiations between the
Company and Fantasia with reference to the prevailing market prices of the Shares.
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To assess the fairness and reasonableness of the Issue Price, we set out the
following analyses for illustrative purpose:

Review on Issue Price

The diagram below demonstrates the daily closing price of the Shares as quoted
on the Stock Exchange during the period commencing from 1 December 2016 up to
and including the date of the Supplemental Agreement (the “Review Period”) (being a
period of approximately one year prior to and including the date of the Supplemental
Agreement, which is commonly used for analysis purpose):

Historical daily closing price per Share

Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2016 2017 2017 2017 2017 2017 2017 2017 2017 2017 2017 2017 2017

— Closing Price - Issue Price

Source: the Stock Exchange’s website

During the Review Period, the highest and lowest closing prices of the Shares as
quoted on the Stock Exchange were HK$5.80 per Share recorded on 30 December
2016 and HK$4.38 per Share recorded on 11 May 2017 and 12 May 2017,
respectively. The Issue Price of HK$5.10 is within the range of the lowest and highest
closing prices of the Shares as quoted on the Stock Exchange during the Review
Period.

As illustrated by the above diagram, there was no obvious trend in the Shares
price movements during the Review Period.
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Comparison with other issuance of consideration shares

As part of our analysis, we also identified, to the best of our knowledge and as

far as we are aware of, 9 notifiable transactions in relation to acquisition by listed

companies in Hong Kong involving issue of new shares as all or part of the
consideration (the “Share Comparables”) during the period from 1 November 2017

up to the date of the Supplemental Agreement. Shareholders should note that the
businesses, operations and prospects of the Company are not the same as the subject

companies of the Share Comparables and we have not conducted any in-depth

investigation into the businesses and operations of the Share Comparables. The table

below summarises our relevant findings:

Company name

Forebase
International
Holdings Limited

Enterprise
Development
Holdings Limited

Differ Group
Holding Company
Limited

China Ludao
Technology
Company Limited

China Fire Safety
Enterprise Group
Limited

China Greenfresh
Group Co., Ltd.

Stock code

2310

1808

6878

2023

445

6183

Premium/(Discount)
of the issue price
over/(to) the
closing price per
share on the last
trading day prior
to/on the date of
the announcement/
agreement in
relation to the
Date of
announcement

respective issue of
consideration share
(approximate %)

3 November 2017 (12.20)
14 November 2017 (18.52)
21 November 2017 0.34
29 November 2017 (1.23)
4 December 2017 (20.43)
5 December 2017 0.76
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issuance of
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5.95

9.76

0.56

1.30

27.6

0.37
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Premium/(Discount)
of the issue price
over/(to) the
closing price per
share on the last  Dilution effect to
trading day prior  the then existing

to/on the date of public

the announcement/ shareholding

agreement in interests upon

relation to the issuance of

Date of respective issue of consideration

Company name Stock code  announcement consideration share shares

(approximate %) (approximate %)

China Greenfresh 6183 5 December 2017 0.76 0.56
Group Co., Ltd.
Echo International 8218 12 December 2017 (3.74) 4.43
Holdings Group
Limited
China Metal 1636 15 December 2017 1.06 0.67
Resources
Utilization
Limited
Maximum 1.06 27.60
Minimum (20.43) 0.37
The Company 1778 19 December 2017 (5) 5.87

Source: the Stock Exchange’s website

As shown by the above table, the issue price of the consideration shares of the
Share Comparables ranged from a discount of approximately 20.43% to a premium of
approximately 1.06% to/over the respective closing price per share on the last trading
days prior to/on the date of the announcement/agreement in relation to the respective
issue of consideration share (the “Market Range”). Thus the Issue Price, which
represented a discount of approximately 5% to the closing price of the Shares of
HK$5.39 per Share as quoted on the Stock Exchange on the date of the Supplemental
Agreement is within the Market Range.

Having considered (i) that the Issue Price of HK5.10 is within the range of the
lowest and highest closing prices of the Shares as quoted on the Stock Exchange
during the Review Period; and (ii) the Issue Price, which represented a discount of
approximately 5% to the closing price of the Shares of HK$5.39 per Share as quoted
on the Stock Exchange on the date of the Supplemental Agreement is within the
Market Range, we consider that the Issue Price is fair and reasonable so far as the
Independent Shareholders are concerned.
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Dilution effect on the shareholding interests of the existing public Shareholders

As shown by the table of the Share Comparables above, the dilution effects to
the then existing public shareholding interests of the Share Comparables ranged from
approximately 0.37 percentage point to approximately 27.60 percentage point (the
“Dilution Range”). As depicted by the table under the section headed “Effect on
shareholding structure of Colour Life” of the Board Letter, upon issuance of the
Consideration Shares, the shareholding interests of the existing public Shareholders
would be diluted by approximately 5.87 percent point, which is within the Dilution
Range.

In view of (i) possible benefits of the Transaction; (ii) the terms of the
Acquisition Agreements being fair and reasonable (to be concluded below); and (iii)
the dilution effect on the then existing public shareholding interests of the Company
(i.e. approximately 5.87 percentage point) is within the Dilution Range, we are of the
view that the aforementioned level of dilution to the shareholding interests of the
existing public Shareholders is acceptable.

Other major terms of the Acquisition Agreements are set out under the section
headed “The Transaction” of the Board Letter.

Taking into account the principal terms of the Acquisition Agreements, we
consider that the terms of the Acquisition Agreements are fair and reasonable, on
normal commercial terms and in the interest of the Company and the Shareholders as
a whole.

Possible financial effects of the Transaction

We were advised by the Directors that upon completion of the Transaction,
members of the Target Group will be wholly-owned by the Company and their
financial results, assets and liabilities will be fully consolidated into the financial
statements of the Group.

The unaudited pro forma financial information of the Enlarged Group (the “Pro
Forma Information”) is included in Appendix IV to the Circular.

As extracted from the 2017 Interim Report, the unaudited consolidated total
assets and total liabilities of the Group were approximately RMB4.12 billion and
RMB2.56 billion as at 30 June 2017 respectively. According to the Pro Forma
Information, the unaudited consolidated total assets and total liabilities of the
Enlarged Group would be approximately RMB7.99 billion and RMB5.86 billion
respectively as if the Transaction had been completed on 30 June 2017.

It should be noted that the aforementioned analyses are for illustrative purposes

only and do not purport to represent how the financial position of the Group will be
upon completion of the Transaction.
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RECOMMENDATION

Having taken into consideration the factors and reasons as stated above, we are of the
opinion that (i) the terms of the Acquisition Agreements are on normal commercial terms and are
fair and reasonable so far as the Independent Shareholders are concerned; and (ii) the
Transaction is in the interests of the Company and the Shareholders as a whole. Accordingly, we
recommend the Independent Board Committee to advise the Independent Shareholders to vote in
favour of the resolution(s) to be proposed at the EGM to approve the Acquisition Agreements
and the transactions contemplated thereunder and we recommend the Independent Shareholders
to vote in favour of the resolution(s) in this regard.

Yours faithfully,
For and on behalf of
Gram Capital Limited
Graham Lam
Managing Director

*  For identification purpose only
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I. FINANCIAL INFORMATION OF THE GROUP

Financial information of the Group for the three years ended 31 December 2014, 2015 and
2016, and the six months ended 30 June 2017 are disclosed on pages 69 to 174 of the annual
report of the Company for the year ended 31 December 2014, pages 76 to 186 of the annual
report of the Company for the year ended 31 December 2015, pages 82 to 196 of the annual
report of the Company for the year ended 31 December 2016, and pages 37 to 73 of the interim
report of the Company for the six months ended 30 June 2017, all of which are published on the
website of the Stock Exchange at http://www.hkexnews.hk/, and the website of the Company at
http://www.colourlife.hk. Quick links to such financial information are set out below:

Annual report of the Company for the year ended 31 December 2014:

http://www.hkexnews.hk/listedco/listconews/SEHK/2015/0410/LTN201504101131.pdf

Annual report of the Company for the year ended 31 December 2015:

http://www.hkexnews.hk/listedco/listconews/SEHK/2016/0401/LTN201604012057.pdf

Annual report of the Company for the year ended 31 December 2016:

http://www.hkexnews.hk/listedco/listconews/SEHK/2017/0323/LTN20170323939.pdf

Interim report of the Company for the six months ended 30 June 2017:

http://www.hkexnews.hk/listedco/listconews/SEHK/2017/0925/LTN20170925478.pdf

.
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II. INDEBTEDNESS

The Shenzhen

Wanxiang
The Group Group Total
31 December 31 December 31 December
2017 2017 2017

RMB million RMB million RMB million

Corporate bonds 552.6 - 552.6
Assets backed securities issued 227.7 - 227.7
Borrowings 724.6 344.6 1,069.2
Total borrowings 1,504.9 344.6 1,849.5
Secured borrowings 422.4 - 422 .4
Unsecured borrowings 1,082.5 344.6 1,427.1

1,504.9 344.6 1,849.5
Guaranteed borrowings 1,081.3 120.0 1,201.3
Unguaranteed borrowings 423.6 224.6 648.2

1,504.9 344.6 1,849.5

Other than above, the Group had amounts due to non-controlling shareholders of
subsidiaries of RMB23.2 million, amounts due to associates of RMB6.8 million, amount due to a
joint venture of RMBO0.6 million and amounts due to fellow subsidiaries of RMBS8.0 million at
31 December 2017. Except the secured and guaranteed amounts due to fellow subsidiaries of
RMB4.4 million, the remaining amounts due to non-controlling shareholders of subsidiaries,
associates, a joint venture and fellow subsidiaries were unsecured and unguaranteed. Shenzhen
Wanxiang Group had amounts due to joint venture partners of RMB1,776.2 million at 31
December 2017, which are unsecured and unguaranteed.

The security provided by the Group of the above mentioned borrowings were the pledged
bank deposits of the Group and equity interests of certain subsidiaries of the Company. The
guaranteed borrowings were guaranteed by the Company, certain of its subsidiaries, a fellow
subsidiary of the Company and a director and key management of the Company and a subsidiary
of the Company.

Save as disclosed above and apart from intra-group liabilities, the Group and the Shenzhen
Wanxiang Group did not, as of the close of business on 31 December 2017, have any loan

.
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capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptance credits or hire purchase commitments,
debentures, mortgages, charges, finance lease commitments, guarantees or other material

contingent liabilities.
III. MATERIAL ADVERSE CHANGE

The Directors are not aware of any material adverse change in the financial or trading
position of the Group since 31 December 2016, being the date to which the latest published
audited consolidated financial statements of the Company were made up.

IV. WORKING CAPITAL

Taking into account the Transaction and the financial resources available to the Enlarged
Group, including the internally generated funds and available financing facilities, the Directors
are of the opinion that the Enlarged Group has sufficient working capital for its present
requirements, that is for at least the next twelve months from the date of this circular.

V.  FINANCIAL AND TRADING PROSPECTS OF THE ENLARGED GROUP

As WXM is one of the major players in the property management sector in the PRC in
terms of revenue, it is expected that upon completion of the Transaction, the Group’s leading
market position in the property management sector will be further strengthened.

Upon Completion, the area covered by the Group’s property management and revenue will
increase, with the geographical coverage in Tier 1, Tier 2 and Tier 3 cities in the PRC optimised,
strengthening the Group’s property management portfolio.

Looking forward, the Group will continue to co-operate with quality enterprises in the
industry in platform output and continue to implement its light asset model. At the same time,
the Group will continue to build up and optimise its online and offline platform through
cooperation with suppliers for vertical applications through business incubation and value chain
restructuring strategy to explore opportunities for business expansion in diversified community
scenarios. The Group shall continue with its business development strategy, continuously expand
its leading position in property development in the PRC to create more value to the society as
well as its Shareholders.

I
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Part A
Audited accounts of WXM

As WXM was only acquired by Shenzhen Wanxiang and Shenzhen Jianian in August 2016,
the financial results of WXM could only be consolidated with the report of Shenzhen Wanxiang
from August 2016 onwards. As WXM is the key of the Transaction, to enable the Shareholders
and investors to better assess the performances of the Target Group for the three years ended
31 December 2016 and the six months ended 30 June 2017, only the accountant reports of
Shenzhen Wanxiang and WXM are disclosed in this circular, as the other entities in the Target
Group are holding companies with no business operation and the financial results of the other
entities are not material, no separate accounts are disclosed for these companies in this circular.

Accountants’ Report on Historical Financial Information to the Directors of Colour Life
Services Group Co., Limited

INTRODUCTION

We report on the historical financial information of H#%EYEEHARAF
(Wanxiangmei Property Management Co., Ltd)* and its subsidiaries (the “WXM”) (hereinafter
collectively referred to as the “WXM Group”), set out on pages IIA-4 to IIA-36, which
comprises the consolidated statements of financial position as at 31 December 2015, 31
December 2016 and 31 October 2017, and the consolidated statements of profit or loss and other
comprehensive income, the consolidated statements of changes in equity and the consolidated
statements of cash flows of the WXM Group for the years ended 31 December 2015 and 2016
and period from 1 January 2017 to 31 October 2017 (the “Track Record Period”) and a
summary of significant accounting policies and other explanatory information (together, the
“Historical Financial Information”). The Historical Financial Information set out on pages
ITA-4 to IIA-36 forms an integral part of this report, which has been prepared for inclusion in
the circular of Colour Life Services Group Co., Limited (the “Company”) dated 5 February
2018 (the “Circular”) in connection with the proposed acquisition of 100% equity interests in
the WXM Group by the Company (the “Acquisition”).

DIRECTORS’ RESPONSIBILITY FOR THE HISTORICAL FINANCIAL INFORMATION

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 3 to the Historical Financial Information, and for such internal
control as the directors of the Company determine is necessary to enable the preparation of
Historical Financial Information that is free from material misstatement, whether due to fraud or
error.
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REPORTING ACCOUNTANTS’ RESPONSIBILITY

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagement 200, Accountants’ Report on Historical Financial
Information in Investment Circulars issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). This standard requires that we comply with ethical standards and
plan and perform our work to obtain reasonable assurance about whether the Historical Financial
Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessment of risks of material misstatement of
the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance with
the basis of preparation and presentation set out in Note 3 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the Historical Financial Information.

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

OPINION

In our opinion the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the WXM Group’s financial position as at
31 December 2015, 31 December 2016 and 31 October 2017 and of the WXM Group’s financial
performance and cash flows for the Track Record Period in accordance with the basis of
preparation and presentation set out in Note 3 to the Historical Financial Information.

Report on matters under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

ADJUSTMENTS

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page IIA-4 have been made.
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DIVIDENDS

We refer to Note 13 to the Historical Financial Information which contains the information
about the dividends paid by WXM Group in respect of the Track Record Period.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 5 February 2018

Gao Yajun

Practising certificate number P06391
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HISTORICAL FINANCIAL INFORMATION OF THE WXM GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The financial statements of the WXM Group for the Track Record Period, on which the
Historical Financial Information is based, were audited by Baker Tilly Hong Kong Limited in
accordance with Hong Kong Standards on Auditing issued by the HKICPA (the “Underlying
Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand except when otherwise indicated.

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)
Revenue 7 974,917 1,198,143 1,324,713 1,055,248 1,235,986
Cost of services (764,927) (944,289)  (1,040,742) (874,844) (823,762)
Gross profit 209,990 253,854 283,971 180,404 412,224
Other income 8 5,534 11,345 10,074 7,786 1,812
Other gains and losses 9 (2,858) (5,782) 855 755 (8,592)
Administrative expenses (123,385) (184,571) (243,044) (160,991) (92,836)
Finance cost 10 - - - - (1,829)
Profit before taxation 11 89,281 74,846 51,856 27,954 310,779
Income tax expense 12 (23,200) (28,615) (30,125) (12,812) (75,750)
Profit and total comprehensive income

for the year/period 66,081 46,231 21,731 15,142 235,029

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Non-current assets
Property, plant and equipment
Deferred tax asset

Current assets

Trade and bills receivables

Other receivables and prepayments

Amounts due from fellow
subsidiaries

Amounts due from related
companies

Amount due from immediate
holding company

Tax recoverable

Cash and cash equivalents

Current liabilities

Trade payables

Other payables and accruals
Amounts due to fellow subsidiaries
Amounts due to related companies
Borrowings

Tax liabilities

Net current assets

Net assets

Capital and reserves
Paid-in capital
Reserves

Total equity

Notes

16
17

18
18

20

20

20

19

21
21
20
20
22

23

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
16,348 18,798 36,066 48,542
1,441 2,616 2,308 4,438
17,789 21,414 38,374 52,980
9,859 5,583 51,330 98,021
53,371 75,351 138,520 158,367
47,649 62,049 8,773 9,699
- - 444,513 810,292
- 49,500 44,265 119,877
4,638 3,746 2,768 1,642
679,119 851,702 238,299 297,313
794,642 1,047,931 928,468 1,495,211
130,194 141,368 154,069 113,862
526,870 062,271 702,137 901,663
49,748 59,597 - -
- - 31,294 63,273
- - - 151,000
15,500 19,759 16,404 20,426
722,312 882,995 903,904 1,250,224
72,330 164,936 24,564 244,987
90,119 186,350 62,938 297,967
15,000 50,000 50,000 50,000
75,119 136,350 12,938 247,967
90,119 186,350 62,938 297,967

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Paid-in Merger Retained Total
capital reserve earnings equity
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2014 (unaudited) 15,000 - 9,038 24,038
Profit and total comprehensive
income for the year - - 66,081 66,081
At 31 December 2014 and
1 January 2015 (unaudited) 15,000 - 75,119 90,119
Issuance of shares 50,000 - - 50,000
Profit and total comprehensive
income for the year — — 46,231 46,231
Arising from the Restructuring (15,000) 15,000 - -
At 31 December 2015 and
1 January 2016 50,000 15,000 121,350 186,350
Profit and total comprehensive
income for the year - - 21,731 21,731
Dividend (note 13) - - (127,833) (127,833)
Business combination under common
control (note 24) - (17,310) - (17,310)
At 31 December 2016 and
1 January 2017 50,000 (2,310) 15,248 62,938
Profit and total comprehensive
income for the period - - 235,029 235,029
At 31 October 2017 50,000 (2,310) 250,277 297,967
At 1 January 2016 50,000 15,000 121,350 186,350
Profit and total comprehensive
income for the period - - 15,142 15,142
Dividend (note 13) - - (127,833) (127,833)
Business combination under common
control (note 24) - (17,310) - (17,310)
At 31 October 2016 (unaudited) 50,000 (2,310) 8,659 56,349

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
OPERATING ACTIVITIES
Profit before taxation 89,281 74,846 51,856 27,954 310,779
Adjustments for:
- Depreciation of property, plant and
equipment 11 3,341 4,937 7211 4,592 11,822
— Finance cost 10 - - - - 1,829
~ Interest income 8 (5,016) (8,089) (7,991) (6,659) (721)
- Provision for impairment loss of trade
receivables 9 497 264 455 1,852 1,435
- Provision for/(reversal of) impairment
loss of other receivables 9 2,361 5471 (1,816) (2,971) 6,991
- Loss/(gain) on disposal of propetty,
plant and equipment 9 - 28 27 (58) 40
Operating profit before working
capital changes 90,464 77,457 49,742 24,710 332,175
(Increase)/decrease in trade and bills
receivables 3,219 4,012 (46,202) (47,599 (48,126)
(Increase)/decrease in other receivables
and prepayments 25,976 (27,445) (61,353) (129,979) (26,838)
Decrease in amounts due from fellow
subsidiaries - 10,878 - - -
Increase/(decrease) in trade payables 19,052 11,174 12,701 12,701 (40,207)
Increase in other payables and accruals 158,264 135,401 39,866 61,197 198,460
Decrease in amounts due to fellow
subsidiaries - (2,615) - - -
Increase in amounts due to related
companies - - - - 31,860
Cash generated from/(used in)
operations 296,975 208,862 (5,246) (78,970) 447,324
Income tax paid (12,798) (24,639) (32,194) (8,260) (72,732)
NET CASH GENERATED
FROM/(USED IN) OPERATING
ACTIVITIES 284,177 184,223 (37,440) (87,236) 374,592
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INVESTING ACTIVITIES

Purchase of property, plant and
equipment

Proceeds of disposal of property,
plant and equipment

(Increase)/decrease in amounts due from
fellow subsidiaries

Increase in amounts due from related
companies

(Increase)/decrease in amount due from
immediate holding company

Business combination of acquisition of
subsidiaries under common control

Interest received

NET CASH USED IN INVESTING
ACTIVITIES

FINANCING ACTIVITIES

Increase/(decrease) in amounts due to
fellow subsidiaries

Increase/(decrease) in amounts due to
related companies

Interest expenses paid

Proceed from issuance of shares

Proceed from borrowings

Dividend paid

NET CASH GENERATED
FROM/(USED IN) FINANCING
ACTIVITIES

NET INCREASE/(DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR/PERIOD

CASH AND CASH EQUIVALENTS AT
END OF YEAR/PERIOD

The accompanying notes are

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

9,817) (8,901) (24,818) (22,013) (24,589)
- 1,486 312 211 251
(27,649) (25,278) 53,276 44,397 (926)
- - (444,513) (370,428) (365,719)
- (49,500) 5,235 4,362 (75,612)
- - (17,310) (17,310) -
5,016 8,089 7,991 6,659 721
(32,450) (74,104) (419,827) (354,122) (465,934)
39,748 12,464 (59,597) (59,597 -
- - 31,294 26,078 119
- - - - (763)
- 50,000 - - -
- - - - 151,000
- - (127,833) (127,833) -
39,748 62,464 (156,136) (161,352) 150,356
291,475 172,583 (613,403) (602,710) 59,014
387,644 679,119 851,702 851,702 238,299
679,119 851,702 238,299 248,992 297,313

an integral part of these consolidated financial statements.
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1.1 GENERAL

B EYEE AR /AT (Wanxiangmei Property Management Co., Ltd.)* (the “WXM?”) is a limited liability
company established in the People’s Republic of China (the “PRC”), their addresses of registered office and principal
place of business are Room 906, Flat 8, Block 8, 93 Jianguo Road, Chaoyang District, Beijing City, the PRC.

R EYEEIAMA A (Wanxiangmei Property Management Co., Ltd.)* and its subsidiaries (the “WXM
Subsidiaries”) (hereafter collectively referred to as the “WXM Group”) are principally engaged in the provision of
property management services and other related services.

On 8 May 2015, the WXM was established by K% #7233 b E I3 A /A ] (Dalian Wanda Commercial
Properties Co., Ltd.)* (“KHEFHEWH ). In May 2016, the WXM had acquired the WXM Subsidiaries from K7 &%
% (“Acquisition I”). Since the WXM and WXM Subsidiaries were under common control of K 2 before
and after the completion of Acquisition I, which was determined as a business combination under common control. On
2 August 2016, the WXM Group had been acquired by &I TFEAEE K E RSB ALEARAEH) (Shenzhen Xingfu
Wanxiang Investment Partnership Co. (Limited Partnership))* and VEIJIATE 5 TR ETLSEHMARA A (Shenzhen
Qianhai Jianian Investment Fund Management Co., Ltd.)* by 99% and 1% equity interests respectively.

At the date of this report, the immediate holding company of the WXM is G T =mHE LM EEG B CEERE
%) (Shenzhen Xingfu Wanxiang Investment Partnership Co. (Limited Partnership))*, which is established in the PRC.
In the opinion of the management of WXM, the controlling parties are Fantasia Holdings Group Co., Limited and Ping
An Insurance (Group) Company of China, Limited.

At the end of each of the reporting dates and at the date of this report, the WXM had direct interests in the
following subsidiaries:

Equity interests attributable to the WXM

Atat Atat Atat Atat
Place of Registered and 31 December 31 December 31 December 31 October
Name of company establishment  paid-in capital 2014 2015 2016 2017 Principal activities Notes
(unaudited)

KEEGFMEERARAT The PRC Registered and 100% 100% 100% 100% Provision of property 1
(Dalian Wanxiangmei Property paid-in capital management services
Management Co., Ltd.)* RMBS,000,000

KEES LRI EEMARAT  The PRC Registered and 100% 100% 100% 100%  Provision of property o
(Dalian Wanxiangmei Mingzhu paid-in capital management services
Property Management Co., Ltd.)* RMB500,000

RRIEEWEERARAT  The PRC Registered and 100% 100% 100% 100% Provision of property 0
(Shijiazhuang Huawanme paid-in capital management services
Management Co., Ltd.)* RMB500,000

Bl R EEERERAR The PRC Registered and 100% 100% 100% 100%  Provision of property 4
(Shenyang Huameinian Property paid-in capital management services
Management Co., Ltd.)* RMB3500,000

ROt X EEMEERARAR  The PRC Registered and 100% 100% 100% 100% Provision of property )
(Langfang Meiwanxiang Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

— ITA-9 —



APPENDIX IIA

ACCOUNTANT’S REPORT OF WXM

Equity interests attributable to the WXM

Atat Atat Atat Atat
Place of Registered and 31 December 31 December 31 December 31 October
Name of company establishment  paid-in capital 2014 2015 2016 2017 Principal activities Notes
(unaudited)

REBGFMERBEARA The PRC Registered and 100% 100% 100% 100% Provision of property 6)
(Changchun Wanxiangmei paid-in capital management services
Property Management Services RMB3500,000
Co., Ltd.)*

BNESEMERMARAA The PRC Registered and 100% 100% 100% 100%  Provision of property M
(Taizhou Wanxiangmei Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

WHEHT LD EREARERE  The PRC Registered and 100% 100% 100% 100%  Provision of property )
/4] (Huhehaote Meixiang paid-in capital management services
Property Services Co., Ltd.)* RMB500,000

BIESENERBEAHRAT The PRC Registered and 100% 100% 100% 100% Provision of property )
(Yinchuan Wanxiangmei Property paid-in capital management services
Services Co., Ltd.)* RMB500,000

KEEGEMEEHARAT The PRC Registered and 100% 100% 100% 100% Provision of property (10)
(Daqing Wanxiangmei Property paid-in capital management services
Management Co., Ltd.)* RMB3500,000

BOEGEEREARA The PRC Registered and 100% 100% 100% 100% Provision of property (1)
(Kunming Wanxiangmei Property paid-in capital management services
Services Co., Ltd.)* RMBS,000,000

IFESERMNEERARAT  The PRC Registered and 100% 100% 100% 100% Provision of property (12
(Beijing Wanxiangmei Dahu paid-in capital management services
Property Management Co., Ltd.)* RMB500,000

All co

Notes:

(1)

(2)

(3)

(4)

mpanies comprising the WXM Group have adopted 31 December as the financial year end date.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by K& &
§+5m$7}%}ﬁ(ﬁ%j§@%%) (Da Hua CPAs (Special General Partnership)*). No statutory audited financial
statements have been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by #%1F
e SRR B T A BR A 7 (Liaoning Zhengwei CPAs Co., Ltd*). No statutory audited financial statements
have been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by /L7
H eSS A BR/A 7] (Hebei Dexin CPAs Co., Ltd*) and i b A& RE & 51 Al 25 % Fr 4 PR 5 1L /A 7] (Hebei
Youyi CPAs Co., Ltd*), respectively. No statutory audited financial statements have been prepared for the
year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by %% i
WE A TAR/A W (Liaoning Zhuocheng CPAs Co., Ltd*) and 3258 & & sl = % i
(Liaoning Yongcheng Lianhe CPAs Co., Ltd¥), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.
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(5)  The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by JEH; K
JCE IS BT A B 5 4F /A B (Langfang Tianyuan CPAs Co., Ltd*). No statutory audited financial
statements have been prepared for the year ended 31 December 2016.

(6)  The statutory financial statements for the year ended 31 December 2015 was audited by & MF (5 &5
B (Jilin Yuxin CPAs*). No statutory audited financial statements have been prepared for the years
ended 31 December 2014 and 2016.

(7)  The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by 7% Ji{ Ji
i & s AT R T ABRA R (Taizhou Xingrui CPAs Co., Ltd*) and VLEFF K75 & 505 0 A BRA #
(Jiangsu Zhongtian Huaxia CPAs Co., Ltd*), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.

(8)  The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by A5
B Rl 30 T A RS 7 (Neimenggu Mingde CPAs Co., Ltd*) and (K52 FHE & 5t Bl 9 85 5T A R & 1T
/v H] (Neimenggu Shengheng CPAs Co., Ltd*), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.

(9)  The statutory financial statements for the year ended 31 December 2015 was audited by 3 2 {5 & & 7t fili 5
B (Ningxia Xinyou CPAs Co., Ltd*). No statutory audited financial statements have been prepared for
the years ended 31 December 2014 and 2016.

(10) The statutory financial statements for the year ended 31 December 2015 was audited by KEFIHEREZ(E &5t
Al =5 75 T A5 PR T 41 /A 7 (Daqing Huatai Weixin CPAs Co., Ltd*). No statutory audited financial statements
have been prepared for the years ended 31 December 2014 and 2016.

(11) The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by 3715 &
FH RS i (RS A ) ER T (BDO CPAs (Special General Partnership) — Yunnan Branch*). No
statutory audited financial statements have been prepared for the year ended 31 December 2016.

(12) The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by K#EIE
{5 AL I & 5T S 7 0 A BR 2> & (Tihuasic (Beijing) Certified Public Accountants Co. Ltd.*). No statutory
audited financial statements have been prepared for the year ended 31 December 2016.

1.2 BASIS OF PRESENTATION

Prior to the establishment of the WXM and the completion of Acquisition I, the operating business was carried
on by the WXM Subsidiaries now comprising the WXM Group. The WXM Group is regarded as a continuing entity
resulting from the Acquisition I since the insertion of a holding company at the top of the WXM Subsidiaries has not
resulted in any change in economic substance (the “Restructuring”). Accordingly, the Historical Financial Information
has been prepared using the merger basis of accounting as if the Restructuring had occurred as of the beginning of the
Track Record Period and the current group structure had always been in existence.

The consolidated statements of profit or loss and other comprehensive income, consolidated statements of
changes in equity and consolidated statements of cash flows of the WXM Group for the Track Record Period have been
using the financial information of the entities now comprising the WXM Group, as if the current group structure had
been in existence throughout the Track Record Period, or since the respective dates of incorporation of the relevant
entities now comprising the WXM Group where this is a shorter period. The consolidated statements of financial
position of the WXM Group have been prepared to present the assets and liabilities of the entities now comprising the
WXM Group which were in existence at those reporting dates, as if the current structure had been in existence as at the
respective reporting dates. The net assets and results of the WXM Group were consolidated using the carrying value
from the perspective of the ultimate controlling party. All significant intra-group transactions and balances have been
eliminated on consolidation.
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2 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HKFRSs

The WXM Group have not applied the following new and revised HKFRSs, that have been issued but are not yet
effective, in the Historical Financial Information.

HKFRS 9 Financial Instruments’

HKFRS 15 Revenue from Contracts with Customers and the related Amendments’

HKFRS 16 Leases?

HK (IFRIC) - Int 22 Foreign Currency Transactions and Advanced Consideration'

HK (IFRIC) - Int 23 Uncertainty over Income Tax Treatment?®

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment Transactions'

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance

Contracts'

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from Contracts with Customers'

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

Amendments to HKFRSs Annual Improvements to HKFRSs 2014-2016 Cycle'

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 a date to be determined

The expected impacts from the adoption of the above standards and amendments are still being assessed in
details by management, and management is not yet in a position to state whether they would have a significant impact
on the WXM Group’s results of operations and financial position.

3 SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial Information are set out
below. These policies have been consistently applied during the Track Record Period, unless otherwise stated.

3.1 Basis of preparation

The Historical Financial Information has been prepared in accordance with accounting policies conform
with HKFRSs issued by the HKICPA. In addition, the Historical Financial Information includes applicable
disclosures required by the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies Ordinance (“CO”).

The Historical Financial Information has been prepared on the historical cost basis.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

The preparation of the Historical Financial Information in conformity with HKFRSs requires the use of
certain critical accounting estimates. It also requires management to exercise their judgement in the process of
applying the WXM Group’s accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the Historical Financial Information are disclosed in
note 4.

3.2 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the WXM and entities
controlled by the WXM and its subsidiaries. Control is achieved when the WXM:

. has power over the investee;

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

The WXM Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

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

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

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

Business combinations under common control

Business combination involving entities under common control has been accounted for by applying
the principles of merger accounting.

In applying merger accounting, the consolidated financial statements incorporate the financial
statements of the combining entities or businesses in which the common control combination occurs as if
they had been combined from the date when the combining entities or businesses first came under the
control of the controlling party.

The net assets of the combining entities or businesses are combined using the existing book values
from the controlling parties’ perspective. No amount is recognised for goodwill or excess of acquirers’
interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities over
cost at the time of common control combination, to the extent of the continuation of the controlling party’s
interest. Any excess of the consideration paid over the net carrying amount of the acquired entities are
recognised in merger reserve.

The consolidated statement of profit or loss and other comprehensive income includes the results of
each of the combining entities or businesses from the earliest date presented or since the date when the
combining entities or businesses first came under common control, where there is a shorter period,
regardless of the date of the common control combination.

Transaction costs, including professional fees, registration fees, costs of furnishing information to
shareholders, costs or losses incurred in combining operations of the previously separate businesses
incurred in relation to the common control combination that are to be accounted for by using merger
accounting are recognised as expenses in the year in which they were incurred.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. The chief operating decision maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the directors of the
WXM that make strategic decisions.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amount receivable for services provided in the normal course of business, net of sales related taxes.
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The WXM Group charged property management fees in respect of the property management services
on a lump sum basis. Revenue is recognised when services are provided.

Property management fees charged on lump sum basis. The WXM Group is entitled to retain the full
amount of received property management fees. From the property management fees, the WXM Group pay
out their expenses associated with, among others, staff, cleaning, garbage disposal, gardening and
landscaping, security and general overhead covering the common areas. During the term of the contract, if
the amount of property management fees the WXM Group collect is not sufficient to cover all the expenses
incurred, the WXM Group is not entitled to request the property owners to pay the shortfall.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment are stated in the consolidated statement of financial position at
historical cost less accumulated depreciation and impairment losses, if any. Historical cost includes
expenditure that is directly attributable to the acquisition of items.

Depreciation is recognised so as to write off the cost of assets over their estimated useful lives,
using the straight-line method. The estimated useful lives and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal
or retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.

The carrying amounts of items of property, plant and equipment are reviewed for indications of
impairment at the end of each reporting period. An impairment loss is recognised to the extent that the
carrying amount of an asset, or the cash-generating unit to which it belongs, is more than its recoverable
amount. The recoverable amount of an asset, or of the cash-generating unit to which it belongs, is the
greater of its fair value less costs of disposal and value in use. 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 time value of money and the risks specific to the assets. An impairment loss is
reversed if there has been a favourable change in the estimates used to determine the recoverable amount.

Cash and cash equivalents

For the purpose of the consolidated statements 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 WXM Group’s cash management.

For the purpose of the consolidated statements 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.

Leasing
Operating lease payments are recognised as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic

benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.
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Financial instruments

Financial assets and financial liabilities are recognised when the WXM Group becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets or financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

Financial assets

The WXM Group’s financial assets are loans and receivables. The classification depends on the
nature and purpose of the financial assets is determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Loans and receivables (including trade and bills receivables, other
receivables and prepayments, amounts due from fellow subsidiaries, related companies and immediate
holding company and cash and cash equivalents) are measured at amortised cost using the effective

interest method, less any impairment (see accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective interest rate, except for short-term
receivables where the recognition of interest would be immaterial.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial asset, the estimated future

cash flows of the investment have been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
. breach of contract, such as default or delinquency in interest and principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the WXM Group’s past experience of collecting
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payments, an increase in the number of delayed payments in the portfolio past the average credit period, as
well as observable changes in national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced through the
use of an allowance account. Changes in the carrying amount of the allowance account are recognised in
profit or loss. When a trade receivable is considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through profit or loss to
the extent that the carrying amount of the investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by the WXM Group are classified as either financial liabilities or
as equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the WXM Group are recognised at the
proceeds received, net of direct issue costs.

Repurchase of the WXM’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchases, sale, issue or cancellation of the WXM’s own
equity instruments.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments (including all fees and points paid or received that form
an integral part of the effective interest rate, transaction costs and other premiums or discounts) through
the expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition. Interest expense is recognised on an effective interest basis.

Financial liabilities at amortised cost

Financial liabilities (including trade and other payables and accruals, borrowing, and amounts due to
fellow subsidiaries and related companies) are subsequently measured at amortised cost, using the effective
interest method.

Derecognition

The WXM Group derecognises a financial asset only when the contractual rights to the cash flows
from the asset expire.
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On derecognition of a financial asset, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative gain or loss that had been recognised
in other comprehensive income and accumulated in equity is recognised in profit or loss.

The WXM Group derecognises financial liabilities when, and only when, the WXM Group’s
obligations are discharged, cancelled or have expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and payable is recognised in profit or loss.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit
before taxation’ as reported in the consolidated statement of profit or loss and other comprehensive income
because of income or expense that are taxable or deductible in other years and items that are never taxable
or deductible. The WXM Group’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally derecognised for all taxable temporary differences.
Deferred tax assets are recognised for all deductible temporary differences to the extent that it is probable
that taxable profits will be available against which those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments
in subsidiaries, except where the WXM Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such investments are only recognised
to the extent that it is probable that there will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected to reverse in the foreseeable future.

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 profits will be available to allow
all or part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the WXM Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities or deferred tax assets for investment properties
that are measured using the fair value model, the carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment property over time, rather than
through sale.

Current and deferred tax are recognised in profit or loss, except when they relate to items that are

recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income or directly in equity respectively.
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Retirement benefit costs

Payments to the state-managed retirement benefits schemes and the defined contribution retirement
benefits plans are recognised as an expense when employees have rendered service entitling them to the
contributions.
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Government grants

Government grants are recognised 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 recognised as income on a systematic basis over the periods that the costs, which it is
intended to compensate, are expensed.
Related Party

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

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

(1) has control or joint control over the WXM Group;

(ii)  has significant influence over the WXM Group; or

(iii) is a member of the key management personnel of the WXM Group or of a parent of the
WXM Group;

(b)  the party is an entity where any of the following conditions applies:
(1) the entity and the WXM Group are members of the same group;

(ii)  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 WXM 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
WXM Group or an entity related to the WXM 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 a 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 WXM Group or to the parent of the WXM Group.
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4 KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of WXM Group’s accounting policies, which are described in note 3, the directors of WXM are
required to make estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

The following are 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 following twelve months.

Impairment of property, plant and equipment

The WXM Group assesses annually whether property, plant and equipment have any indication of
impairment, in accordance with relevant accounting policies. The recoverable amounts of property, plant and
equipment have been determined based on value-in-use calculations. These calculation and valuations require the
use of judgement and estimates on future operating cash flows and discount rates adopted. The carrying amount
of property, plant and equipment as at 31 December 2014, 31 December 2015, 31 December 2016 and 31 October
2017 amounting to RMB16,348,000 (unaudited), RMB18,798,000, RMB36,066,000 and RMB48,542,000,
respectively.

Recoverability of trade and bills receivables, other receivables and prepayments

The provision policy for bad and doubtful debts of the WXM Group is based on the evaluation of
collectability and aging analysis of accounts and management’s judgement. Judgements are required in assessing
the ultimate realisation of these receivables, including the current creditworthiness and the past collection history
of each customer. If the financial conditions of customers of the WXM Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowance may be required.

The carrying amount of trade and bills receivables, other receivables and prepayments as at 31 December
2014, 31 December 2015, 31 December 2016 and 31 October 2017, amounting to RMB63,236,000 (unaudited)
(net of impairment losses of RMB4,951,000 (unaudited)), RMB80,934,000 (net of impairment losses of
RMB10,686,000), RMB189,850,000 (net of impairment losses of RMB9,325,000), and RMB256,388,000 (net of
impairment losses of RMB17,751,000), respectively.

5 CAPITAL RISK MANAGEMENT
The WXM Group manages its capital to ensure that the WXM Group will be able to continue as a going concern
while maximising the return to owners through the optimisation of the debt and equity balance. The WXM Group’s

overall strategy remained unchanged during the Track Record Period.

The capital structure of the WXM Group consists of debts, which includes equity attributable to owners of the
WXM Group, comprising issued paid-in capital/share capital, merger reserve and retained earnings.

The management of the WXM Group reviews the capital structure regularly. The management considers the cost

of capital and the risks associated with each class of capital and will balance its overall capital structure through
payments of dividends, new share issues as well as issue of new debts or repayment of existing debts, if necessary.
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6

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

As at
As at 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Financial assets
Loans and receivables (including cash
and cash equivalents) 758,444 1,017,386 881,652 1,448,063
Financial liabilities
Liabilities at amortised cost 482,926 632,674 676,893 910,979

(b) Financial risk management objectives and policies

The WXM Group’s major financial instruments are disclosed in respective notes. The risks associated with
these financial instruments include market risk (including foreign currency risk and interest rate risk), credit risk
and liquidity risk. The policies on how to mitigate these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are implemented on a timely and effective manner.

Market risk
Interest rate risk

The WXM Group’s income and operating cash flows are substantially independent of changes in
market interest rates. The WXM Group’s exposure to changes in interest rates is mainly attributable to its
bank balances which carries interest at variable rates.

The WXM Group is exposed to fair value interest rate risk in relation to fixed-rate borrowings. The
WXM Group currently does not use any derivative contract to hedge its exposure to interest rate risk.
However, the management will consider hedging significant interest rate exposure should the need arise.

The management considered that interest rate risk in fixed-rate borrowings is insignificant.
Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for
non-derivative instruments at the end of each reporting period. The sensitivity analysis is prepared
assuming the bank balances occurred at the end of the reporting period was occurred for the whole period.

A 50 basis point increase or decrease is used when reporting interest rate risk internally to key
management personnel and represents management’s assessment of the reasonably possible change in
interest rates. If interest rates had been 50 basis points higher/lower and all other variables were held
constant, the profit before taxation for the Track Record Period would increase/decrease by RMB3,396,000
(unaudited), RMB4,258,000, RMB1,191,000 and RMB1,487,000, respectively. This is mainly attributable
to the WXM Group’s exposure to interest rates on its variable-rate bank balances.
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Foreign currency risk

Given the WXM Group has neither foreign currency assets nor incurs foreign currency liabilities for
the Track Record Period, the directors of the WXM is of the view that the WXM Group does not have any
significant concentration of currency risks.

Credit risk

At the end of the reporting period, the WXM Group’s maximum exposure to credit risk which will
cause a financial loss to the WXM Group due to failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective recognised financial assets as stated in the consolidated
statement of financial position.

The WXM Group’s credit risk is primarily attributable to its trade and bills receivable, other
receivables and prepayments, amounts due from fellow subsidiaries, related companies and immediate
holding company and bank balances.

The WXM Group reviews the recoverable amount of each individual outstanding receivables at the
end of the reporting period to ensure that adequate impairment losses are made for irrecoverable amount.
In this regard, the directors of the WXM consider that the WXM Group’s credit risk is significantly
reduced.

The credit risk on bank balances is limited because the majority of the counterparties are banks with
good reputation.

The credit risk on amounts due from fellow subsidiaries, related companies and immediate holding
company are insignificant after considering the financial strength of these related parties.

The WXM Group has no significant concentration of credit risk, with exposure spread over a large
number of counterparties and customers.

Liquidity risk

The WXM Group’s objective is to maintain a continuity of funding. The WXM Group also monitors
the current and expected liquidity requirements and its compliance with lending covenants regularly to
ensure it maintains sufficient working capital and adequate committed lines of funding to meet its liquidity
requirement.

The following table details the maturities of the WXM Group’s financial liabilities. The table has
been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on
which the WXM Group can be required to pay. The table includes both interest and principal cash flows.

Repayable on Total
demand or undiscounted Carrying
within 1 year cash flows amount
RMB’000 RMB’000 RMB’000
As at 31 December 2014
(unaudited)
Trade payables 130,194 130,194 130,194
Other payables and accruals 302,984 302,984 302,984
Amount due to fellow
subsidiaries 49,748 49,748 49,748
482,926 482,926 482,926
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Repayable on Total
demand or undiscounted Carrying
within 1 year cash flows amount
RMB’000 RMB’000 RMB’000
As at 31 December 2015

Trade payables 141,368 141,368 141,368
Other payables and accruals 431,709 431,709 431,709

Amounts due to fellow
subsidiaries 59,597 59,597 59,597
632,674 632,674 632,674

As at 31 December 2016

Trade payables 154,069 154,069 154,069
Other payables and accruals 491,530 491,530 491,530

Amounts due to related
companies 31,294 31,294 31,294
676,893 676,893 676,893

As at 31 October 2017
Trade payables 113,862 113,862 113,862
Other payables and accruals 582,844 582,844 582,844

Amounts due to related
companies 63,273 63,273 63,273
Borrowings 151,000 151,000 151,000
910,979 910,979 910,979

(¢) Fair value measurements

The fair values of financial assets and financial liabilities are determined in accordance with generally
accepted pricing models based on discounted cash flow analysis.

The directors of the WXM consider that the carrying amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial statements approximate their fair values.

7 REVENUE AND SEGMENT INFORMATION

Operating segments are identified on the basis of internal reports that are regularly reviewed by the chief
operating decision maker (“CODM”) to allocate resources to the segments and to assess their performance.

The CODM which is responsible for allocating resources and assessing performance of the operating segments
has been defined as the directors of the WXM Group. The operations of the WXM Group represent a single operating
and reportable segment under HKFRS 8 Operating Segments. The WXM Group has been operating in one operating
segment, being property management services and other related services, and historical financial information has been
reviewed by the CODM on consolidated basis as a whole for the purposes of resource allocation and assessment of
performance.
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Revenue represents the amount received or receivable for the provision of property and parking management

services during the Track Record Period.

Property management fees
charged on a lump sum basis

Parking management service
fees

Others

Geographical information

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

857,927 989,667 1,139,253 900,440 1,029,081
37,047 58,708 39,741 31,657 62,661
79,943 149,768 145,719 123,151 144,244

974,917 1,198,143 1,324,713 1,055,248 1,235,986

No geographical segment information is presented as the WXM Group’s revenue are all derived from the
PRC based on the location of services delivered.

OTHER INCOME

Bank interest income
Government subsidies
Sundry income

OTHER GAINS AND LOSSES

(Gain)/loss on disposal of
property, plant and
equipment

Provision for impairment loss
of trade receivables

Provision for/(reversal of)
impairment loss of other
receivables

Others

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
5,016 8,089 7,991 6,659 721
- 2,331 1,094 661 1,028
518 925 989 466 63
5,534 11,345 10,074 7,786 1,812
Ten months ended
Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
- 28 27 (58) 40
497 264 455 1,852 1,435
2,361 5,471 (1,816) (2,971) 6,991
- 19 479 422 126
2,858 5,782 (855) (755) 8,592
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12

FINANCE COST

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
Interest on other borrowings - - - - 1,829

PROFIT BEFORE TAXATION

Profit before taxation has been arrived at after charging:

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

Directors’ and chief executive’s

remuneration (note 14) - - - — _

Other staff’s remuneration:
— Salaries and allowance 313,019 408,409 419,029 277,185 316,437
— Retirement benefits

scheme contributions 79,213 102,941 104,883 73,480 80,856

Total staff costs (note i) 392,232 511,350 523,912 350,665 397,293

Auditor’s remuneration 319 421 481 400 650
Depreciation for property, plant

and equipment 3,341 4,937 7,211 4,592 11,822

Note:

(1)

Out of the total staff costs, RMB315,019,000 (unaudited), RMB431,404,000, RMB385,590,000,
RMB340,219,000 (unaudited) and RMB381,578,000 are recorded in cost of services according to the
function of employee for years/periods ended 31 December 2014, 31 December 2015, 31 December 2016,
31 October 2016, 31 October 2017 respectively. The remaining balances of total staff costs are recorded in
administrative expenses during the Track Record Period.

INCOME TAX EXPENSE

The PRC Enterprise Income Tax is charged at the statutory rate of 25% of the assessable income as determined
with the relevant tax rules and regulations of the PRC during the Track Record Period.
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Income tax expense in the consolidated statement of profit or loss and other comprehensive income represents:

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
PRC Enterprise Income Tax
— Current tax 23914 29,790 29,817 12,532 77,880
— Deferred tax (note 17) (714) (1,175) 308 280 (2,130)
23,200 28,615 30,125 12,812 75,750
Reconciliation between income tax expense and accounting profit at the applicable tax rate:
Ten months ended
Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
Profit before taxation 89,281 74,846 51,856 27,954 310,779
Notional tax on profit before
taxation, calculated at 25% 22,320 18,712 12,964 6,989 77,695
Tax effect of different tax rates
of certain subsidiaries - (269) (2,114) - (3,137)
Tax effect of expenses not
deductible 649 4,649 1,330 312 453
Tax effect of tax losses not
recognised 1,783 5,523 17,945 5,511 739
Utilisation of tax loss
previously not recognised (1,552) - - - -
Income tax expense 23,200 28,615 30,125 12,812 75,750
DIVIDENDS
Ten months ended
Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
Interim dividend - - 127,833 127,833 -
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14 REMUNERATION OF DIRECTORS, SUPERVISORS AND EMPLOYEES
(a) Directors and supervisors

Details of remuneration paid or payable to the directors and supervisors of the WXM were set out as

follows:
Year ended 31 December 2014 (unaudited)

Contribution

Salaries and to retirement
Fees allowances benefit scheme Total
RMB’000 RMB’000 RMB’000 RMB’000
Directors - - - -
Supervisors - 3,810 172 3,982
- 3,810 172 3,982

Year ended 31 December 2015

Contribution

Salaries and to retirement
Fees allowances benefit scheme Total
RMB’000 RMB’000 RMB’000 RMB’000
Directors - - - -
Supervisors - 4,764 193 4,957
- 4,764 193 4,957

Year ended 31 December 2016

Contribution

Salaries and to retirement
Fees allowances benefit scheme Total
RMB’000 RMB’000 RMB’000 RMB’000
Directors - - - -
Supervisors - 3,732 126 3,858
- 3,732 126 3,858

1 January 2016 to 31 October 2016 (unaudited)

Contribution

Salaries and to retirement
Fees allowances benefit scheme Total
RMB’000 RMB’000 RMB’000 RMB’000
Directors - - - -
Supervisors - 3,110 105 3,215
- 3,110 105 3,215
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1 January 2017 to 31 October 2017

Contribution

Salaries and to retirement
Fees allowances benefit scheme Total
RMB’000 RMB’000 RMB’000 RMB’000
Directors - - - -
Supervisors - 3,900 140 4,040
- 3,900 140 4,040

During the Track Record Period, there was no arrangement under which a director of the WXM waived or
agreed to waive any emoluments.

During the Track Record Period, no emoluments were paid by the WXM Group to the directors of the
WXM as an inducement to join, or upon joining the WXM Group, or as compensation for loss of office.

(b)  Five highest-paid individuals

During the Track Record Period, five highest-paid individuals in the WXM Group include no directors.
Details of the emoluments of these individuals are as follows:

Details of the remuneration paid to the five highest paid individuals included no directors for the years
ended 31 December 2014, 2015 and 2016 and for the period ended 31 October 2017, whose remuneration is set

out in note (a) above. Details of remuneration of the remaining individuals is as follows:

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

Salaries and allowances 4,359 3,855 4,561 3,802 3,750
Contribution retirement

benefit scheme 731 415 940 783 665

5,090 4,270 5,501 4,585 4,415

The number of highest paid individual whose remuneration fell within following band is as follow:

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
Number of Number of Number of Number of Number of
individuals individuals individuals individuals individuals
(unaudited) (unaudited)
Nil to HKD1,000,000 3 3 - - -
HKD1,000,001 to
HKD2,000,000 2 2 5 5 5
5 5 5 5 5

15 EARNINGS PER SHARE

No earnings per share information is presented for the purpose of this report as its inclusions is not considered
meaningful. The WXM Group has no potentially dilutive option or other instruments relating to ordinary shares.
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PROPERTY, PLANT AND EQUIPMENT

Leasehold Furniture,
improvements fixtures and
and buildings equipment Motor vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2014 (unaudited) 324 10,991 4,729 16,044
Additions - 9,817 - 9,817
At 31 December 2014 and
1 January 2015 (unaudited) 324 20,808 4,729 25,861
Additions 1,158 7,494 249 8,901
Disposals - (1,949) (540) (2,489)
At 31 December 2015 and
1 January 2016 1,482 26,353 4,438 32,273
Additions 14,448 8,218 2,152 24,818
Disposals - (792) (7) (799)
At 31 December 2016 and
1 January 2017 15,930 33,779 6,583 56,292
Additions 15,796 6,438 2,355 24,589
Disposals - (410) (640) (1,050)
At 31 October 2017 31,726 39,807 8,298 79,831
Accumulated depreciation:
At 1 January 2014 (unaudited) 103 4,703 1,366 6,172
Charged for the year 6 2,577 758 3,341
At 31 December 2014 and
1 January 2015 (unaudited) 109 7,280 2,124 9,513
Charged for the year 101 4,178 658 4,937
Eliminated on disposals - (547) (428) (975)
At 31 December 2015 and
1 January 2016 210 10,911 2,354 13,475
Charged for the year 1,729 4,922 560 7,211
Eliminated on disposals - (458) (2) (460)
At 31 December 2016 and
1 January 2017 1,939 15,375 2,912 20,226
Charged for the period 6,564 4,244 1,014 11,822
Eliminated on disposals - (362) (397) (759)
At 31 October 2017 8,503 19,257 3,529 31,289
Carrying values:
At 31 December 2014 (unaudited) 215 13,528 2,605 16,348
At 31 December 2015 1,272 15,442 2,084 18,798
At 31 December 2016 13,991 18,404 3,671 36,066
At 31 October 2017 23,223 20,550 4,769 48,542
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The above items of property, plant and equipment are depreciated on a straight-line basis at the following rates

per annum:
Depreciation rate
Leasehold improvements and buildings 3%-20%
Furniture, fixtures and equipment 10%-20%
Motor vehicles 20%

17 DEFERRED TAX ASSET

The following is the deferred tax asset recognised by the WXM Group and movements thereon during the Track
Record Period.

Allowance on
doubtful debt

RMB’000
At 1 January 2014 (unaudited) 727
Credit to profit or loss 714
At 31 December 2014 and 1 January 2015 (unaudited) 1,441
Credit to profit or loss 1,175
At 31 December 2015 and 1 January 2016 2,616
Charge to profit or loss (308)
At 31 December 2016 and 1 January 2017 2,308
Credit to profit or loss 2,130
At 31 October 2017 4,438
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18 TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES AND PREPAYMENTS

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Trade receivables 10,356 3,944 52,546 100,672
Less: Allowance for doubtful debts (497) (761) (1,216) (2,651)
Trade receivables net of allowance for
doubtful debts 9,859 3,183 51,330 98,021
Bills receivables - 2,400 - -
9,859 5,583 51,330 98,021
Other receivables and prepayments:
Prepayments 31,560 26,799 44,048 45,506
Advances to staff 202 6 1,229 4,354
Deposits 5,233 5,504 10,343 9,343
Payment on behalf of residents under
lump sum basis 13,863 33,206 43,245 69,889
Other tax recoverable 1,182 - 5,622 5,462
Other receivables 1,337 9,836 34,033 23,813
53,377 75,351 138,520 158,367
63,236 80,934 189,850 256,388

Trade receivables are mainly derived from property management service income under lump sum basis and other
services.

Trade receivables are received in accordance with the terms of the relevant service agreements. The WXM Group
allows average credit period normally from 30 days to 180 days for residential customers and 180 days to 365 days for
commercial customers. The receiving pattern of the management and service income are normally within 30 days to
365 days after the issuance of demand note to the residents.

The following is an aging analysis of trade receivables (net of allowance for doubtful debts) presented based on
the date of demand note at the end of the reporting periods:

As at As at As at As at

31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Within 1 year 6,290 2,173 47,548 84,461
1 year-2 years 1,916 223 1,842 12,092
2 years—3 years 1,653 614 1,510 345
Over 3 years - 173 430 1,123

9,859 3,183 51,330 98,021
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In determining the recoverability of trade receivables, the WXM Group estimates the recoverable amount of the
outstanding receivables of each community managed by the WXM Group. Having considered the past collection
records, in the opinion of the directors of the WXM, the trade receivables are of good credit quality and no further

impairment allowance is necessary in respect of the remaining unsettled balances.

Included in the WXM Group’s trade receivables balance are debtors with aggregate carrying amount of
RMB6,076,000 (unaudited), RMB1,734,000, RMB19,631,000 and RMB41,713,000 as at 31 December 2014,
31 December 2015, 31 December 2016 and 31 October 2017, respectively, which are past due as at the reporting dates
for which the WXM Group has not provided for impairment loss. There has not been a significant change in credit
quality and the amounts are still considered recoverable based on historical experience and substantial settlement after

the end of the reporting period. The WXM Group does not hold any collateral over these balances.

Aging of trade receivables (by due date) which are past due but not impaired:

As at As at As at As at

31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Within 1 year 2,507 724 15,849 28,153
1 year-2 years 1,916 223 1,842 12,092
2 years—3 years 1,653 614 1,510 345
Over 3 years - 173 430 1,123

6,076 1,734 19,631 41,713

Movement in the provision for impairment loss on trade and other receivables is as follows:

As at As at As at As at

31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Balance at beginning of the reporting

period 2,093 4,951 10,686 9,325
Impairment losses recognised/(reversed) 2,858 5,735 (1,361) 8,426
Balance at end of the reporting period 4,951 10,686 9,325 17,751

Included in the allowance for doubtful debts are individually impaired trade receivables with an aggregate
balance of approximately RMB497,000 (unaudited), RMB761,000, RMB1,216,000 and RMB2,651,000 as at 31
December 2014, 31 December 2015, 31 December 2016 and 31 October 2017, respectively, which have been past due
for more than one year and the collection of these receivables may not be recoverable. The WXM Group does not hold

any collateral over these balances.
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19 CASH AND CASH EQUIVALENTS

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Cash and bank balances 679,119 851,702 238,299 297,313

Cash and cash equivalents comprise of cash on hand and bank balances deposited with banks in the PRC. The
short-term bank deposits are with original maturity of three months or less and carried interests at the prevailing

market interest rate for the Track Record Period.

The RMB is not freely convertible into other currencies, however, subject to the relevant rules and regulations of
foreign exchange control promulgated by the PRC government, the WXM Group is permitted to exchange RMB for

other currencies through banks authorised to conduct foreign exchange business.

Reconciliation of liabilities arising from financing activities

The table below details changes in the WXM Group’s liabilities from financing activities, including both
cash and non-cash changes. Liabilities arising from financing activities are liabilities for which cash flows were,
or future cash flows will be, classified in WXM Group’s consolidated cash flow statement as cash flows from

financing activities.

Liabilities from financing activities
Amounts due to

Borrowings related companies Total

RMB’000 RMB’000 RMB’000

Net debt as at 1 January 2017 - - -
Cash flows 151,000 119 151,119
Net debt as at 31 October 2017 151,000 119 151,119

20 AMOUNTS DUE FROM/TO FELLOW SUBSIDIARIES/RELATED COMPANIES/IMMEDIATE HOLDING
COMPANY

As at 31 December 2014, 31 December 2015, 31 December 2016 and 31 October 2017, amounts due from/(to)

fellow subsidiaries, related companies and immediate holding company were unsecured, interest free and repayable on
demand.
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21 TRADE AND OTHER PAYABLES AND ACCRUALS

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Trade payables 130,194 141,368 154,069 113,862
Other payables and accruals:
Management service fees received in
advance from customers 223,886 230,562 210,607 318,819
Refundable deposits received from
customers 120,831 152,707 176,829 218,211
Receipts on behalf of residents under
lump sum basis 77,045 152,226 170,407 203,905
Other tax payables 3,192 3,714 1,196 2,102
Accruals 77,190 74,209 85,153 81,432
Other payables 24,726 48,853 57,945 77,194
526,870 662,271 702,137 901,663
657,064 803,639 856,206 1,015,525

The credit period granted by the suppliers to the WXM Group ranges from 0 day to 60 days. The following is

aging analysis of trade payables presented based on the invoice date as at the end of the reporting periods:

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
Within 1 year 129,076 138,862 147,884 102,565
1 year-2 years 1,084 2,472 5,658 11,029
2 years—3 years 34 6 498 220
Over 3 years - 28 29 48
130,194 141,368 154,069 113,862
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22 BORROWINGS

As at As at As at As at
31 December 31 December 31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Other borrowings — secured - - - 151,000
Carrying amounts repayable:

Within one year and on demand - - - 151,000
Total borrowings - - - 151,000

Less: Amount due within one year
shown under current liabilities - - - (151,000)

Borrowings due after one year shown
under non-current liabilities - - — _

Other borrowings amounting to RMB120,000,000 represents a loan provided by a trust company, which is
guaranteed by Fantasia Group (China) Company Limited, the related company of WXM Group and carried interest at
the fixed rate of 8% per annum. The loan balance as at 31 October 2017 will be fully repaid in 2018.

Other borrowings amounting to RMB31,000,000 represents a loan provided by a trust company, which is secured
by trade receivables and carried interest at the fixed rate ranging from 1.65% to 7.9% per annum. The loan balance as
at 31 October 2017 will be fully repaid within 2018.

23 CAPITAL AND RESERVES
(a) Paid-in capital

Registered and paid-in capital

RMB’000

As at 31 December 2014 and 1 January 2015 (unaudited) 15,000

Issuance of shares (note (i)) 50,000

Arising from the Restructuring (note (ii)) (15,000)
As at 31 December 2015, 1 January 2016, 31 December 2016,

1 January 2017 and 31 October 2017 50,000

Notes:

(1) The WXM was incorporated in the PRC on 8 May 2015 with registered and paid-in capital of
RMB50,000,000.

(ii))  For the purpose of this report, the paid-in capital of the WXM Group as at 31 December 2014
represented the aggregate amount of paid-in capital of the WXM Subsidiaries in which the equity
shareholders of the WXM held direct interest after elimination of investments in subsidiaries. In
May 2016, the Restructuring was completed, therefore, the paid-in capital presented as at 31
December 2015 and 2016 represented the paid-in capital of the WXM.
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(b) Nature and purpose of reserves
(i) Merger reserve

The merger reserve of the WXM Group represented the difference between the consideration of
acquisition and the aggregated paid-in capital of the WXM Subsidiaries pursuant to the Restructuring
where the transfer of the WXM Subsidiaries to the WXM are satisfied by cash of RMB17,310,000 from the
WXM.

BUSINESS COMBINATION UNDER COMMON CONTROL
(a) WXM Subsidiaries

In May 2016, the WXM entered into a sale and purchase agreement (the “S&P Agreement IT”) with #j3#
FEE AR F (Wanda Commercial Management Co., Ltd) (the “Vendor”), pursuant to which, the WXM
acquired from the Vendor the entire issued capital of WXM Subsidiaries (the “Acquisition II”). The
consideration (the “Consideration II”) for the Acquisition II under the S&P Agreement II amounted to
RMB17,310,000 has been satisfied by cash. The Acquisition II was completed on 18 May 2016.

As mentioned in note 3 to the consolidated financial statements, in the opinion of the directors of the
WXM, the Acquisition II was a business combination under common control since the WXM and WXM
Subsidiaries were under the common control of Vendor both before and after the completion of the Acquisition
II. Accordingly, the WXM Group has applied merger accounting to account for the business combination under
common control and combined the consolidated financial statements of WXM Subsidiaries since 18 May 2016 as
if the Acquisition II would had been taken place at that date. No significant adjustments were considered
necessary to be made to the net assets and net profit of WXM Subsidiaries as a result of the common control
combination in order to align its accounting policies with the WXM Group.

WXM Subsidiaries was principally engaged in the provision of property management services.

As mentioned in note 3 to the consolidated financial statements, the acquisitions of WXM Subsidiaries has
been accounted for based on merger accounting. Accordingly, the assets and liabilities of WXM Subsidiaries
acquired by the WXM have been accounted for at historical cost and the consolidated financial statements of the
WXM Group for year prior to the combination have been included the financial position and results of operation
of WXM Subsidiaries on a combined basis.

RMB’000
Paid-in capital of WXM Subsidiaries 15,000
Consideration paid (17,310)
Deficit of consideration paid recognised in merger reserve (2,310)
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25 RELATED PARTY DISCLOSURES

Other than those balances and transactions disclosed in note 20, during the Track Record Period the WXM Group
entered into following transactions with related parties:

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

Service provide to fellow

subsidiaries 96,989 43,758 41,525 31,287 -
Service expenses paid to

fellow subsidiaries 7,461 7,652 9,326 8,255 -
Service expenses paid to

related companies - - 31,430 - 63,154

26 RETIREMENT BENEFIT SCHEMES

The employees of the WXM Group are members of a defined contribution retirement benefit scheme operated by
a local Municipal Government of the PRC. The WXM Group and the employees are each required to make
contributions to the retirement benefit scheme at the rates based on certain percentages of the employees’ basic salaries
in accordance with the relevant regulations in the PRC and are charged to profit or loss as incurred. The only
obligation of the WXM Group with respect to the retirement benefits scheme is to make the required contributions
under the scheme. No forfeited contribution is available to reduce the contribution payable in future years.
27  EVENTS AFTER THE REPORTING PERIOD

There is no significant event taken place subsequent to 31 October 2017.

28 SUBSEQUENT FINANCIAL STATEMENTS

'No audited financial statements have been prepared by the WXM Group in respect of any period subsequent to
31 October 2017.

*  English name for identification purpose only
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Accountants’ Report on Historical Financial Information to the Directors of Colour Life
Services Group Co., Limited

INTRODUCTION

We report on the historical financial information of I ERMERBEGHLE HRA
%) (Shenzhen Xingfu Wanxiang Investment Partnership Co. (Limited Partnership))* (“Shenzhen
Wanxiang”) and its subsidiaries (the “Shenzhen Wanxiang Subsidiaries”) (hereinafter
collectively referred to as the “Shenzhen Wanxiang Group”), set out on pages IIB-3 to 11B-40,
which comprises the consolidated statements of financial position as at 31 December 2016 and
31 October 2017, and the consolidated statements of profit or loss and other comprehensive
income, the consolidated statements of changes in equity and the consolidated statements of cash
flows of the Shenzhen Wanxiang Group for the year ended 31 December 2016 and period from
1 January 2017 to 31 October 2017 (the “Track Record Period”) and a summary of significant
accounting policies and other explanatory information (together, the “Historical Financial
Information”). The Historical Financial Information set out on pages IIB-3 to 1IB-40 forms an
integral part of this report, which has been prepared for inclusion in the circular of Colour Life
Services Group Co., Limited (the “Company”) dated 5 February 2018 (the “Circular”) in
connection with the proposed acquisition of 100% beneficial interests in the Shenzhen Wanxiang
Group by the Company (the “Acquisition”).

GENERAL PARTNERS’ RESPONSIBILITY FOR THE HISTORICAL FINANCIAL
INFORMATION

The general partners of Shenzhen Wanxiang are responsible for the preparation of
Historical Financial Information that gives a true and fair view in accordance with the basis of
preparation and presentation set out in Note 3 to the Historical Financial Information, and for
such internal control as the general partners of Shenzhen Wanxiang determine is necessary to
enable the preparation of Historical Financial Information that is free from material
misstatement, whether due to fraud or error.

REPORTING ACCOUNTANTS’ RESPONSIBILITY

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagement 200, Accountants’ Report on Historical Financial
Information in Investment Circulars issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). This standard requires that we comply with ethical standards and
plan and perform our work to obtain reasonable assurance about whether the Historical Financial
Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessment of risks of material misstatement of
the Historical Financial Information, whether due to fraud or error. In making those risk
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assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance with
the basis of preparation and presentation set out in Note 3 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the general partners of Shenzhen Wanxiang, as
well as evaluating the overall presentation of the Historical Financial Information.

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

OPINION

In our opinion the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Shenzhen Wanxiang Group’s financial position as
at 31 December 2016 and 31 October 2017 and of the Shenzhen Wanxiang Group’s financial
performance and cash flows for the Track Record Period in accordance with the basis of

preparation and presentation set out in Note 3 to the Historical Financial Information.

Report on matters under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

ADJUSTMENTS

In preparing the Historical Financial Information, no adjustments to the Underlying

Financial Statements as defined on page IIB-3 have been made.

DIVIDENDS

We refer to Note 13 to the Historical Financial Information which contains the information
about the dividends paid by Shenzhen Wanxiang Group in respect of the Track Record Period.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 5 February 2018

Gao Yajun

Practising certificate number P06391
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HISTORICAL FINANCIAL INFORMATION OF THE SHENZHEN WANXIANG GROUP

Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The financial statements of the Shenzhen Wanxiang Group for the Track Record Period, on
which the Historical Financial Information is based, were audited by Baker Tilly Hong Kong
Limited in accordance with Hong Kong Standards on Auditing issued by the HKICPA (the
“Underlying Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand except when otherwise indicated.
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)  (unaudited) (unaudited)
Revenue 7 - - 628,402 327,685 1,239,986
Cost of services - - (439,718) (229,380) (827,482)
Gross profit - - 188,684 98,305 412,504
Other income 8 - - 3,018 1,840 1,825
Other gains and losses 9 - - (5,540) 93 (8,548)
Administrative expenses - - (163,646) (92,000) (151,356)
Finance cost 10 - - - - (1,829)
Profit before taxation 11 - - 22,516 8,238 252,596
Income tax expense 12 - - (5,298) (2,239) (62,451)
Profit and total
comprehensive income for
the year/period - - 17,218 5,999 190,145
Profit and total
comprehensive income for
the year/period
attributable to:
Owners of the Shenzhen
Wanxiang - - 17,010 5,817 188,195
Non-controlling interests - - 208 182 1,950
- - 17,218 5,999 190,145

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Non-current assets

Property, plant and equipment
Intangible asset

Goodwill

Deferred tax asset

Current assets

Trade receivables

Other receivables and prepayments

Amounts due from general partners

Amount due from a limited partner

Amounts due from related
companies

Tax recoverable

Cash and cash equivalents

Current liabilities

Trade payables

Other payables and accruals
Amount due to a general partner
Amounts due to related companies
Borrowings

Tax liabilities

Net current assets

Notes

16
17
18
19

23
23
22
22
24

As at As at As at As at

31 December 31 December 31 December 31 October

2014 2015 2016 2017

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

- - 36,103 48,576

- - 619,689 565,803

- - 1,485,142 1,485,142

- - 2,182 4,138

- - 2,143,116 2,103,659

- - 51,330 98,021

- - 143,951 162,041

- - - 8,806

- - 38,861 102,993

- - 444,513 810,292

- - 2,768 1,642

- - 240,785 298,569

- - 922,208 1,482,364

- - 154,718 113,604

- - 704,577 903,553

- - 1,193 -

- - 31,293 63,627

- - - 151,000

_ - 16,404 20,426

- - 908,185 1,252,210

- - 14,023 230,154
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Non-current liability
Deferred tax liability

Net assets

Capital and reserves
Paid-in capital
Reserves

Equity attribute to the owners of

Shenzhen Wanxiang

Non-controlling interests

Total equity

As at As at As at As at

31 December 31 December 31 December 31 October

2014 2015 2016 2017

Notes RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

19 - - 154,922 141,451

- - 154,922 141,451

- - 2,002,217 2,192,362

25 - - 1,980,000 1,980,000

- - 17,010 205,205

- - 1,997,010 2,185,205

- - 5,207 7,157

- - 2,002,217 2,192,362

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

At 1 January 2014 (unaudited)
Profit and total comprehensive
income for the year

At 31 December 2014 and
1 January 2015 (unaudited)
Profit and total comprehensive
income for the year

At 31 December 2015 and
1 January 2016 (unaudited)

Profit and total comprehensive
income for the year

Capital injection

Arising from acquisition of
subsidiaries (note 26)

At 31 December 2016 and
1 January 2017

Profit and total comprehensive
income for the period

At 31 October 2017

At 1 January 2016 (unaudited)

Capital injection

Arising from acquisition of
subsidiaries (note 26)

Profit and total comprehensive
income for the period

At 31 October 2016 (unaudited)

Attribute to owners of the
Shenzhen Wanxiang

Non-

Paid-in Retained controlling
capital earnings Sub-total interests  Total equity
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
- 17,010 17,010 208 17,218
1,980,000 - 1,980,000 - 1,980,000
- - - 4,999 4,999
1,980,000 17,010 1,997,010 5,207 2,002,217
- 188,195 188,195 1,950 190,145
1,980,000 205,205 2,185,205 7,157 2,192,362
1,980,000 - 1,980,000 - 1,980,000
- - - 4,999 4,999
- 5,817 5,817 182 5,999
1,980,000 5,817 1,985,817 5,181 1,990,988

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Profit before taxation

Adjustments for:

- Amortisation of intangible asset

- Depreciation of property, plant and
equipment

— Finance cost

- Interest income

— Provision for impairment loss of
trade receivables

- Provision for/(reversal of)
impairment loss of other
receivables

- Loss/(gain) on disposal of property,
plant and equipment

Operating profit before working
capital changes

Increase in trade receivables

(Increase)/decrease in other
receivables and prepayments

Increase/(decrease) in trade payables

Increase/(decrease) in other payables
and accruals

Increase in amounts due to related
companies

Cash generated from/(used in)
operations
Income tax paid

NET CASH GENERATED FROM/
(USED IN) OPERATING
ACTIVITIES

Notes

11
10

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)  (unaudited) (unaudited)

- - 22,516 8,238 252,596

- - 26,943 16,166 53,886

- - 3,690 2,214 11,829

- - - - 1,829

- - (2,450) (1,470) (730)

- - 81 130 1,435

- - 5,152 (384) 0,947

- - 56 (29) 40

- - 55,988 24,865 327,832

- - (47,044) (47,093) (48,126)

- - 17,633 (32,266) (25,037)

- - 36,779 36,779 (41,114)

- - (1,052) 15,225 197,910

- - - - 32,224

- - 62,304 (2,490) 443,689

- - (2,545) (993) (72,730)

- - 59,759 (3,483) 370,959
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Notes

INVESTING ACTIVITIES

Purchase of property, plant and
equipment

Proceeds of disposal of property, plant
and equipment

Increase in amount due from related
companies

Acquisition of subsidiaries

Interest received

NET CASH USED IN INVESTING
ACTIVITIES

FINANCING ACTIVITIES

Increase in amount due from a limited
partner

(Increase)/decrease in amount due
from general partners

Increase in amounts due to related
companies

Proceeds from borrowings

Interest expense paid

Proceed from issuance of shares

NET CASH GENERATED FROM
FINANCING ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF
YEAR/PERIOD

CASH AND CASH EQUIVALENTS
AT END OF YEAR/PERIOD

Ten months ended

Year ended 31 December 31 October
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)  (unaudited) (unaudited)

- - (19,800) (15,889) (24,593)

- - 29 26 251

- - (444,513) (370,428) (365,779)

- - (1,330,765)  (1,330,765) -

- - 2,450 1,470 730

- - (1,792,599)  (1,715,586) (389,391)

- - (38,861) (38,861) (64,132)

- - 1,193 1,193 (9,999)

- - 31,293 26,078 110

- - - - 151,000

- - - - (763)

- - 1,980,000 1,980,000 -

- - 1,973,625 1,968,410 76,216

- - 240,785 249,341 57,784

- - - - 240,785

- - 240,785 249,341 298,569

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1 GENERAL

G EREZBERB MY (HREY) (Shenzhen Xingfu Wanxiang Investment Partnership Co. (Limited
Partnership))* (“Shenzhen Wanxiang”) is a limited partnership company established in the People’s Republic of China
(the “PRC”), their addresses of registered office and principal place of business are Room 901, Block 2, Fantasia Mei
Nian Plaza, Interchange of Nanhai Road and Dongbin Road, Shekou Street, Nan Shan Qu, Shenzhen Province, the PRC.

BT = E S ES B ¥ (AMAY) (Shenzhen Xingfu Wanxiang Investment Partnership Co. (Limited
Partnership))* and its subsidiaries (“Shenzhen Wanxiang Subsidiaries”) (hereafter collectively referred to as
“Shenzhen Wanxiang Group”) are principally engaged in the provision of property management services and other
related services.

On 2 August 2016, 8 L FEY) FEE A R/A A (Wanxiangmei Property Management Co., Ltd.)* (“Wanxiangmei”)
and T ARE R A LR B A I ) 3£ B BR 22 B] (Jilin Sheng Zhangbaishan Tourism Resort Property Management Ltd)
* (“Zhangbaishan”) had been acquired by the Shenzhen Wanxiang and WYIFIE & FHRERESEEHARA A
(Shenzhen Qianhai Jianian Investment Fund Management Co., Ltd.)* by 99% and 1% equity interests, respectively.

At the date of this report, the general partners of Shenzhen Wanxiang are VI F i 5 4% & 3 £ 8 A FR/A
(Shenzhen Qianhai Jianian Investment Fund Management Co., Ltd.)* and FEYIZEBHEEHA R/ (Shenzhen
Xincheng Investment Management Co., Ltd.) *, which are established in the PRC. In the opinion of the management of
Shenzhen Wanxiang, the controlling parties are Fantasia Holdings Group Co., Limited and Ping An Insurance (Group)
Company of China, Limited.

At the end of each of the reporting dates and at the date of this report, the Shenzhen Wanxiang had direct and
indirect interests in the following subsidiaries:

Equity interests attributable to the Shenzhen Wanxiang

As at As at As at As at
Place of Registered and 31 December 31 December 31 December 31 October
Name of company establishment  paid-in capital 2014 2015 2016 2017 Principal activities Notes

(unaudited)  (unaudited)

Directly held:

B FMEERARAA The PRC Registered and - - 99% 99%  Provision of property (1)
(Wanxiangmei Property paid-in capital management services
Management Co., Ltd)* RMB50,000,000

ERERALREERE The PRC Registered and - - 99% 99% Provision of property 2
PEERARAT paid-in capital management services
(Jilin Sheng Zhangbaishan RMB3500,000
Tourism Resort Property
Management Ltd)*

Indirectly held:

KBRS FWEEMAR LA The PRC Registered and - - 9% 99%  Provision of property 3)

(Dalian Wanxiangmei Property

paid-in capital

management services

Management Co., Ltd.)* RMBS,000,000

KEESEHENLERERAR  The PRC Registered and 99% 99%  Provision of property ()
(Dalian Wanxiangmei Mingzhu paid-in capital management services
Property Management Co., Ltd.)* RMB500,000
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Equity interests attributable to the Shenzhen Wanxiang

Asat Asat Asat As at
Place of Registered and 31 December 31 December 31 December 31 October
Name of company establishment  paid-in capital 2014 2015 2016 2017 Principal activities Notes

(unaudited)  (unaudited)

AR EEDEERARAR The PRC Registered and - - 9% 99%  Provision of property o)
(Shijiazhuang Huawanmei paid-in capital management services
Management Co., Ltd.)* RMB500,000

BREEENEERARAR The PRC Registered and - - 9% 99%  Provision of property (6)
(Shenyang Huameinian Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

ROt XEEMEERARAT  The PRC Registered and - - 9% 99% Provision of property 4]
(Langfang Meiwanxiang Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

REEGENERBEARAA The PRC Registered and - - 99% 99%  Provision of property @®)
(Changchun Wanxiangmei paid-in capital management services
Property Management Services RMB500,000
Co., Ltd.)*

FHESEMEENARAT The PRC Registered and - - 99% 99%  Provision of property )
(Taizhou Wanxiangmei Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

WERI 4 40 e The PRC Registered and - - 99% 99%  Provision of property (10)
ARERAA paid-in capital management services
(Huhehaote Meixiang Property RMB3500,000

Services Co., Ltd.)*

BNESEMERHEARAT The PRC Registered and - - 99% 99%  Provision of property (11
(Yinchuan Wanxiangmei Property paid-in capital management services
Services Co., Ltd.)* RMB500,000

KEEGFMEENARAT The PRC Registered and - - 99% 99%  Provision of property (12)
(Daging Wanxiangmei Property paid-in capital management services
Management Co., Ltd.)* RMB500,000

BB FERTAR A The PRC Registered and - - 9% 99%  Provision of property (13)
(Kunming Wanxiangmei Property paid-in capital management services
Services Co., Ltd.)* RMBS,000,000

TFRESERMNLERERAR  The PRC Registered and - - 9% 99%  Provision of property (14)
(Beijing Wanxiangmei Dahu paid-in capital management services
Property Management Co., Ltd.)* RMB500,000

All companies comprising the Shenzhen Wanxiang Group have adopted 31 December as the financial year end
date.

Note:
(1)  The statutory financial statements for the year ended 31 December 2016 were audited by I F-iff & 5| ffi

HEH (%W AY%) (Shenzhen Pinhai CPAs (General Partnership)*). No statutory audited financial
statements have been prepared for the years ended 31 December 2014 and 2015.
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(2)

3)

€

(%)

(6)

(7

®

)

(10)

(11)

(12)

(13)

(14)

The statutory financial statements for the year ended 31 December 2015 were audited by H&HEVLIE 4 & 5
fifi 2575 i A PR 1T /2 A (Heilongjiang Hai Tong Certified Public Accountants Co., Ltd.*). No statutory
audited financial statements have been prepared for the years ended 31 December 2014 and 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by K3 gr
FHAT ST (R 5 %) (Da Hua CPAs (Special General Partnership)*). No statutory audited financial
statements have been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by % IF
g TS G TA FIRA ] (Liaoning Zhengwei CPAs Co., Ltd*). No statutory audited financial statements
have been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by /L7
fEErst % A R 7 (Hebei Dexin CPAs Co., Ltd*) and o[t /z 7 6 51l 25 55 i G BR &L 28 7] (Hebei
Youyi CPAs Co., Ltd*), respectively. No statutory audited financial statements have been prepared for the
year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by % i
T E RS TG BR A 7 (Liaoning Zhuocheng CPAs Co., Ltd*) and #EZ K g & 6 sl i
(Liaoning Yongcheng Lianhe CPAs Co., Ltd*), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by FEHi K
JCErEFATEE S BT A BRE (LA ®]  (Langfang Tianyuan CPAs Co., Ltd*). No statutory audited financial
statements have been prepared for the year ended 31 December 2016.

The statutory financial statements for the year ended 31 December 2015 was audited by 5 FRF A5 & 7t Fli 3
B (Jilin Yuxin CPAs*). No statutory audited financial statements have been prepared for the years
ended 31 December 2014 and 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by Z& | i
B @t A5 T A RN ] (Taizhou Xingrui CPAs Co., Ltd*) and YTL#F KZEE & sl % i IR F
(Jiangsu Zhongtian Huaxia CPAs Co., Ltd*), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by N5 iy
S4B 5T R 9585 U A FR/A F) (Neimenggu Mingde CPAs Co., Ltd*) and A58y FHiE & 5l 25 85 0 45 FR 51T
/A H] (Neimenggu Shengheng CPAs Co., Ltd*), respectively. No statutory audited financial statements have
been prepared for the year ended 31 December 2016.

The statutory financial statements for the year ended 31 December 2015 was audited by % & {5 & & it fifi gt
BT (Ningxia Xinyou CPAs Co., Ltd*). No statutory audited financial statements have been prepared for
the years ended 31 December 2014 and 2016.

The statutory financial statements for the year ended 31 December 2015 was audited by KEFHERZ(E G5
i 575 0T 45 PR T2 41 /A 7 (Daqing Huatai Weixin CPAs Co., Ltd*). No statutory audited financial statements
have been prepared for the years ended 31 December 2014 and 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by 3.5 &
FHATSE T (RS A ) EE AT (BDO CPAs (Special General Partnership) — Yunnan Branch*). No
statutory audited financial statements have been prepared for the year ended 31 December 2016.

The statutory financial statements for the years ended 31 December 2014 and 2015 were audited by K#EIE

f& (dbm) E5TAigEss T4 /A F] (Tihuasic (Beijing) Certified Public Accountants Co. Ltd.*). No statutory
audited financial statements have been prepared for the year ended 31 December 2016.
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2 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HKFRSs

The Shenzhen Wanxiang Group has not applied the following new and revised HKFRSs, that have been issued
but are not yet effective, in the Historical Financial Information.

HKFRS 9

HKFRS 15

HKFRS 16

HK (IFRIC) — Int 22

HK (IFRIC) — Int 23
Amendments to HKFRS 2
Amendments to HKFRS 4

Amendments to HKFRS 15
Amendments to HKFRS 10
and HKAS 28

Financial Instruments’

Revenue from Contracts with Customers and the related Amendments’

Leases?

Foreign Currency Transactions and Advanced Consideration'

Uncertainty over Income Tax Treatment?

Classification and Measurement of Share-based Payment Transactions'

Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance
Contracts'

Clarifications to HKFRS 15 Revenue from Contracts with Customers'

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

Amendments to HKFRSs Annual Improvements to HKFRSs 2014-2016 Cycle'

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 a date to be determined

The expected impacts from the adoption of the above standards and amendments are still being assessed in
details by management, and management is not yet in a position to state whether they would have a significant impact
on the Shenzhen Wanxiang Group’s results of operations and financial position.

3 SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial Information are set out
below. These policies have been consistently applied during the Track Record Period, unless otherwise stated.

3.1 Basis of preparation

The Historical Financial Information has been prepared in accordance with accounting policies conform
with HKFRSs issued by the HKICPA. In addition, the Historical Financial Information includes applicable
disclosures required by the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies Ordinance (“CO”).

The Historical Financial Information has been prepared on the historical cost basis.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

The preparation of the Historical Financial Information in conformity with HKFRSs requires the use of
certain critical accounting estimates. It also requires management to exercise their judgement in the process of
applying the Shenzhen Wanxiang Group’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the Historical Financial Information
are disclosed in note 4.

3.2 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Shenzhen Wanxiang and
entities controlled by the Shenzhen Wanxiang. Control is achieved when the Shenzhen Wanxiang:

. has power over the investee;

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

The Shenzhen Wanxiang Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control listed above.

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

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

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

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less accumulated impairment
losses, if any, and is presented separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to each of the Shenzhen Wanxiang
Group’s cash-generating units that are expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or
more frequently when there is indication that the unit may be impaired. If the recoverable amount of the
cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of the unit on a pro-rata
basis based on the carrying amount of each asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss. An impairment loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in
the determination of the profit or loss on disposal.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. The chief operating decision maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the general partners
of the Shenzhen Wanxiang that make strategic decisions.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amount receivable for services provided in the normal course of business, net of sales related taxes.

The Shenzhen Wanxiang Group charged property management fees in respect of the property
management services on a lump sum basis. Revenue is recognised when services are provided.

Property management fees charged on lump sum basis. The Shenzhen Wanxiang Group is entitled to
retain the full amount of received property management fees. From the property management fees, the
Shenzhen Wanxiang Group pay out their expenses associated with, among others, staff, cleaning, garbage
disposal, gardening and landscaping, security and general overhead covering the common areas. During the
term of the contract, if the amount of property management fees the Shenzhen Wanxiang Group collect is
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not sufficient to cover all the expenses incurred, the Shenzhen Wanxiang Group is not entitled to request
the property owners to pay the shortfall.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment are stated in the consolidated statement of financial position at
historical cost less accumulated depreciation and impairment losses, if any. Historical cost includes
expenditure that is directly attributable to the acquisition of items.

Depreciation is recognised so as to write off the cost of assets over their estimated useful lives,
using the straight-line method. The estimated useful lives and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal
or retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.

The carrying amounts of items of property, plant and equipment are reviewed for indications of
impairment at the end of each reporting period. An impairment loss is recognised to the extent that the
carrying amount of an asset, or the cash-generating unit to which it belongs, is more than its recoverable
amount. The recoverable amount of an asset, or of the cash-generating unit to which it belongs, is the
greater of its fair value less costs of disposal and value in use. 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 time value of money and the risks specific to the assets. An impairment loss is
reversed if there has been a favourable change in the estimates used to determine the recoverable amount.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are recognised separately from goodwill and
are initially recognised at their fair value at the acquisition date (which is regarded as their cost).
Subsequent to initial recognition, intangible assets acquired in a business combination with finite useful
lives are reported at costs less accumulated amortisation and any accumulated impairment losses. An
intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss
when the asset is derecognised.

Cash and cash equivalents

For the purpose of the consolidated statements 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 Shenzhen Wanxiang Group’s cash management.

For the purpose of the consolidated statements of financial position, cash and cash equivalents

comprise cash on hand and at banks, including term deposits, and assets similar in nature to cash, which
are not restricted as to use.
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Leasing

Operating lease payments are recognised as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.

Financial instruments

Financial assets and financial liabilities are recognised when the Shenzhen Wanxiang Group
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets or financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

Financial assets

The Shenzhen Wanxiang Group’s financial assets are loans and receivables. The classification
depends on the nature and purpose of the financial assets is determined at the time of initial recognition.
All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Loans and receivables (including trade receivables, other receivables
and prepayments, amounts due from a limited partner, general partners and related companies and cash and
cash equivalents) are measured at amortised cost using the effective interest method, less any impairment

(see accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective interest rate, except for short-term
receivables where the recognition of interest would be immaterial.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial asset, the estimated future
cash flows of the investment have been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
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. breach of contract, such as default or delinquency in interest and principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Shenzhen Wanxiang Group’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio past the average credit
period, as well as observable changes in national or local economic conditions that correlate with default
on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced through the
use of an allowance account. Changes in the carrying amount of the allowance account are recognised in
profit or loss. When a trade receivable is considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through profit or loss to
the extent that the carrying amount of the investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by the Shenzhen Wanxiang Group are classified as either
financial liabilities or as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Shenzhen Wanxiang Group are recognised
at the proceeds received, net of direct issue costs.

Repurchase of the Shenzhen Wanxiang’s own equity instruments is recognised and deducted directly
in equity. No gain or loss is recognised in profit or loss on the purchases, sale, issue or cancellation of the
Shenzhen Wanxiang’s own equity instruments.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments (including all fees and points paid or received that form
an integral part of the effective interest rate, transaction costs and other premiums or discounts) through
the expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition. Interest expense is recognised on an effective interest basis.

Financial liabilities at amortised cost
Financial liabilities (including trade and other payables and accruals, amounts due to a general

partner and related companies and borrowings) are subsequently measured at amortised cost, using the
effective interest method.
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Derecognition

The Shenzhen Wanxiang Group derecognises a financial asset only when the contractual rights to the
cash flows from the asset expire.

On derecognition of a financial asset, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative gain or loss that had been recognised
in other comprehensive income and accumulated in equity is recognised in profit or loss.

The Shenzhen Wanxiang Group derecognises financial liabilities when, and only when, the Shenzhen
Wanxiang Group’s obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and the consideration paid and payable is
recognised in profit or loss.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit
before taxation’ as reported in the consolidated statement of profit or loss and other comprehensive income
because of income or expense that are taxable or deductible in other years and items that are never taxable
or deductible. The Shenzhen Wanxiang Group’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally derecognised for all taxable temporary differences.
Deferred tax assets are recognised for all deductible temporary differences to the extent that it is probable
that taxable profits will be available against which those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments
in subsidiaries, except where the Shenzhen Wanxiang Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary differences associated with such investments
are only recognised to the extent that it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.

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 profits will be available to allow
all or part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Shenzhen Wanxiang Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities or deferred tax assets for investment properties

that are measured using the fair value model, the carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is rebutted. The presumption is rebutted when the
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investment property is depreciable and is held within a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment property over time, rather than
through sale.

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income or directly in equity respectively.

Retirement benefit costs

Payments to the state-managed retirement benefits schemes and the defined contribution retirement
benefits plans are recognised as an expense when employees have rendered service entitling them to the
contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Government grants

Government grants are recognised 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 recognised as income on a systematic basis over the periods that the costs, which it is
intended to compensate, are expensed.

Related Party
A party is considered to be related to the Shenzhen Wanxiang Group if:
(a) the party is a person or a close member of that person’s family and that person:
(1) has control or joint control over the Shenzhen Wanxiang Group;

(ii)  has significant influence over the Shenzhen Wanxiang Group; or

(iii) is a member of the key management personnel of the Shenzhen Wanxiang Group or of a
parent of the Shenzhen Wanxiang Group;

(b)  the party is an entity where any of the following conditions applies:
(1) the entity and the Shenzhen Wanxiang Group are members of the same group;

(ii)  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 Shenzhen Wanxiang 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
Shenzhen Wanxiang Group or an entity related to the Shenzhen Wanxiang Group;
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(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 a 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 Shenzhen Wanxiang Group or to the parent of the Shenzhen
Wanxiang Group.

4 KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of Shenzhen Wanxiang Group’s accounting policies, which are described in Note 3, the general
partners of Shenzhen Wanxiang are required to make estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

The following are 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 following twelve months.

Impairment of goodwill

Shenzhen Wanxiang 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 Shenzhen Wanxiang 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 at 31 December 2014, 31 December 2015,
31 December 2016 and 31 October 2017 was RMB Nil (unaudited), RMB Nil (unaudited), RMB1,485,142,000
and RMBI1,485,142,000, respectively. Further details are given in Note 18 to the Historical Financial
Information.

Impairment of property, plant and equipment

The Shenzhen Wanxiang Group assesses annually whether property, plant and equipment have any
indication of impairment, in accordance with relevant accounting policies. The recoverable amounts of property,
plant and equipment have been determined based on value-in-use calculations. These calculation and valuations
require the use of judgement and estimates on future operating cash flows and discount rates adopted. The
carrying amount of property, plant and equipment as at 31 December 2014, 31 December 2015, 31 December
2016 and 31 October 2017 amounting to RMB Nil (unaudited), RMB Nil (unaudited), RMB36,103,000 and
RMB48,576,000, respectively.

Recoverability of trade receivables, other receivables and prepayments

The provision policy for bad and doubtful debts of the Shenzhen Wanxiang Group is based on the
evaluation of collectability and aging analysis of accounts and management’s judgement. Judgements are
required in assessing the ultimate realisation of these receivables, including the current creditworthiness and the
past collection history of each customer. If the financial conditions of customers of the Shenzhen Wanxiang
Group were to deteriorate, resulting in an impairment of their ability to make payments, additional allowance
may be required.

The carrying amount of trade receivables, other receivables and prepayments as at 31 December 2014,
31 December 2015, 31 December 2016 and 31 October 2017, amounting to RMB Nil (unaudited) (net of
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impairment losses of RMB Nil (unaudited)), RMB Nil (unaudited) (net of impairment losses of RMB Nil
(unaudited)), RMB195,281,000 (net of impairment losses of RMB9,212,000), and RMB260,062,000 (net of
impairment losses of RMB17,594,000), respectively.

5 CAPITAL RISK MANAGEMENT

The Shenzhen Wanxiang Group manages its capital to ensure that the Shenzhen Wanxiang Group will be able to
continue as a going concern while maximising the return to owners through the optimisation of the debt and equity
balance. The Shenzhen Wanxiang Group’s overall strategy remained unchanged during the Track Record Period.

The capital structure of the Shenzhen Wanxiang Group consists of debts, which includes equity attributable to
owners of the Shenzhen Wanxiang Group, comprising issued paid-in capital and retained earnings.

The management of the Shenzhen Wanxiang Group reviews the capital structure regularly. The management
considers the cost of capital and the risks associated with each class of capital and will balance its overall capital
structure through payments of dividends, new share issues as well as issue of new debts or repayment of existing debts,
if necessary.

6 FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

As at As at
31 December 31 October
2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)
Financial assets
Loans and receivables (including
cash and cash equivalents) - - 872,760 1,435,216
Financial liabilities
Liabilities at amortised cost - - 680,882 912,541

(b) Financial risk management objectives and policies

The Shenzhen Wanxiang Group’s major financial instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risk (including foreign currency risk and interest rate
risk), credit risk and liquidity risk. The policies on how to mitigate these risks are set out below. The
management manages and monitors these exposures to ensure appropriate measures are implemented on a timely
and effective manner.

Market risk
Interest rate risk

The Shenzhen Wanxiang Group’s income and operating cash flows are substantially independent of
changes in market interest rates. The Shenzhen Wanxiang Group’s exposure to changes in interest rates is
mainly attributable to its bank balances which carries interest at variable rates.

The Shenzhen Wanxiang Group is exposed to fair value interest rate risk in relation to fixed-ra