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ANNOUNCEMENT OF FINAL RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2011

The board (the “Board”) of directors (the “Directors”) of Zall Development (Cayman) Holding
Co., Ltd. (the “Company”) is pleased to announce the consolidated results of the Company and its
subsidiaries (collectively the “Group”) for the year ended 31 December 2011, together with the
comparative amounts for the corresponding period in 2010.

FINANCIAL HIGHLIGHTS

2011 2010 Change

RMB’000 RMB’000
Turnover 2,454,208 769,737 218.8%
Gross profit 1,739,034 356,527 387.8%
Gross profit margin 70.9 % 46.3% 24.6%
Profit for the year 1,183,875 633,186 87.0%
Earnings per share* — Basic (RMB) 0.34 0.18 88.9%
— Diluted (RMB) 0.34 0.18 88.9%
Final dividend proposed HK3 cents — N/A

per share

(or equivalent
to approximately
RMB2.43

cents)

* The calculation of basic earnings per share is based on 3,500,000,000 ordinary shares in issue as at date of this
announcement, as if the Global Offering had been completed at the beginning of the years presented.



Total non-current assets
Total current assets
Total assets

Total non-current liabilities
Total current liabilities

Total liabilities

Net assets

2011
RMB’000

3,835,862
5,248,102
9,083,964

1,552,053
3,225,928
4,777,981

4,305,983

2010
RMB’000

2,267,963
2,820,055
5,088,018

666,215
2,623,000
3,289,215

1,798,803



CONSOLIDATED INCOME STATEMENT

for the year ended 31 December 2011
(Expressed in Renminbi)

Turnover

Cost of sales

Gross profit

Other net (loss)/income

Other revenue

Selling and distribution expenses
Administrative and other expenses

Profit from operations before changes
in fair value of investment properties
Increase in fair value of investment properties

Profit from operations after changes

in fair value of investment properties
Share of losses of a jointly controlled entity
Finance income
Finance costs

Profit before taxation
Income tax

Profit for the year

Attributable to:
Equity shareholders of the Company
Non-controlling interests

Profit for the year

Earnings per share
Basic (RMB)

Diluted (RMB)

Note

~ B~

12

13
5(a)
5(a)

6(a)

10

2011 2010
RMB’000 RMB’000
2,454,208 769,737
(715,174) (413,210)
1,739,034 356,527
(44,623) 216
5,249 8,249
(43,406) (25,074)
(110,084) (39,854)
1,546,170 300,064
255,881 626,563
1,802,051 926,627
(2,408) (4,755)
5,108 626
(6,996) (925)
1,797,755 921,573
(613,880) (288,387)
1,183,875 633,186
1,194,732 635,072
(10,857) (1,886)
1,183,875 633,186
0.34 0.18
0.34 0.18

The notes on the accompanying pages form part of these financial statements. Details of dividends
payable to equity shareholders of the Company attributable to the profit for the year are set out in

notes 30(g)(i) and (i1).



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2011
(Expressed in Renminbi)

2011 2010
RMB’000 RMB’000
Profit for the year 1,183875 . 633,186
Other comprehensive income for the year:
Exchange differences on translation of financial statements
of subsidiaries in other jurisdictions, net of nil tax (21,347) 59
Total comprehensive income for the year 1,162,528 633,245
Attributable to:
Equity shareholders of the Company 1,173,385 635,131
Non-controlling interests (10,857) (1,886)
Total comprehensive income for the year 1,162,528 633,245

The notes on the accompanying pages form part of these financial statements.



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

at 31 December 2011
(Expressed in Renminbi)

Non-current assets

Property, plant and equipment
Investment properties

Interest in a jointly controlled entity

Current assets

Properties under development

Completed properties held for sale
Inventories

Current tax assets

Trade and other receivables, prepayments
Available-for-sale unlisted equity securities
Other financial assets

Restricted cash

Cash and cash equivalents

Non-current assets classified as held for sale

Current liabilities
Trade and other payables
Bank loans

Current tax liabilities
Deferred income

Liabilities directly associated with

non-current assets classified as held for sale

Net current assets

Note

11
12
13

16(a)
17
18

14(a)
19

20
21

23

24

25

14(a)
26

23

2011 2010
RMB’000 RMB’000
20,627 18,170
3,773,100 2,205,250
42,135 44,543

_________ 3,835,862 2,267,963
2,695,545 1,557,630
449,920 119,127

248 193

3,360 39,529

903,660 289,822

500 500

10,000 —

19,329 12,800
970,540 304,874
5,053,102 2,324,475
195,000 495,580
_________ 5,248,102 2,820,055
1,816,584 1,730,269
374,454 167,000
382,433 28,917
608,348 566,286
3,181,819 2,492,472
44,109 130,528

_________ 3,225928 2,623,000
2,022,174 197,055

The notes on the accompanying pages form part of these financial statements.



Total assets less current liabilities

Non-current liabilities

Bank loans

Long term payable
Deferred income
Deferred tax liabilities

NET ASSETS

EQUITY

Share capital

Reserves

Total equity attributable to equity shareholders
of the Company
Non-controlling interests

TOTAL EQUITY

Note

25
27
26

14(b)

30

2011 2010
RMB’000 RMB’000
_________ 5,858,036 2,465,018
1,003,900 172,693

6,376 5,378

7,035 10,885

534,742 477,259

_________ 1,552,053 666,215
4,305,983 1,798,803
29,071 —
3,773,473 1,750,894
3,802,544 1,750,894
503,439 47,909
4,305,983 1,798,803

The notes on the accompanying pages form part of these financial statements.



STATEMENT OF FINANCIAL POSITION

at 31 December 2011
(Expressed in Renminbi)

Non-current assets
Interests in subsidiaries

Current assets
Dividends receivable
Cash and cash equivalents

Current liabilities
Trade and other payables

Net current assets

Total assets less current liabilities

NET ASSETS

EQUITY

Share capital
Reserves

TOTAL EQUITY

Note

15

24

30
30

2011 2010
RMB’000 RMB’000

979,572 —

279,198 —
4,305 —

283,503 —

1,219,401 —

29,071 —
1,190,330 —

1,219,401 —

The notes on the accompanying pages form part of these financial statements.



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2011
(Expressed in Renminbi)

Attributable to equity shareholders of the Company

Equity-
settled
PRC share based Non-
Share  Statutory Other ~ payment Exchange  Retained controlling Total
capital reserve reserve reserve reserve profits Total  interests equity
30(c)ii) — 30(c)(v)  30(c)(iv)  30(c)(iii) 30(d)(ii)

Note RMB’000  RMB'000  RMB’000  RMB’000  RMB’000  RMB'000  RMB’000  RMB’000  RMB’000

At 1 January 2010 212,600 5,410 (3,168) — 581 1,249,685 1,465,108 70,258 1,535,366

Changes in equity for 2010:

Profit for the year — — — — — 635072 635,072 (1,886) 633,186
Other comprehensive income — — — — 59 — 59 — 59
Total comprehensive income — — — — 59 635,072 635,131 (1,886) 633,245
Acquisition of additional equity

interests in subsidiaries 30(d)(ii) — — 4,111 — — — 4,111 (20,111) (16,000)

Deemed contribution arising from
disposals of subsidiaries to the

controlling equity owners 30(c)(v) — — 2,738 — — — 2,738 (348) 2,390
Reorganisation 30(c)(v) (212,600) — (7,316) — — —  (219916) —  (219,916)
Deemed partial disposal of equity

interest in a subsidiary 30(c)(v) — — 4 — — — 4 4 —
Transfer to PRC statutory reserve — 1,604 — — — (1,604) — — —
Dividend declared during the year — 30(g)(ii) — — — — —  (144975)  (144)975) —  (144)975)
Equity-settled share based

transaction 29 — — — 8,693 — — 8,093 — 8,093
At 31 December 2010 and

1 January 2011 — 7,014 (3,031) 8,093 640 1,738,178 1,750,894 47,909 1,798,803

The notes on the accompanying pages form part of these financial statements.



Attributable to equity shareholders of the Company

Equity-
settled
share
PRC based Non-
Share Share Statutory Other payment Exchange Retained controlling Total
capital premium  reserve  reserve  reserve  reserve profits Total interests equity
30(c)i)  30(c)i)  30(c)v)  30(c)(iv)  30(c)(iii) 30(d)(i)

Note  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2011 — — 7,014 (3,631) 8,093 640 1,738,178 1,750,894 47,909 1,798,803

Changes in equity for 2011:

Profit for the year — — — — — — 1,194,732 1,194,732 (10,857) 1,183,875
Other comprehensive income — — — — — (21347 —  (21,347) —  (21,347)
Total comprehensive income — — — — —  (21,347) 1,194,732 1,173,385  (10,857) 1,162,528
Transfer to PRC statutory reserve — — 68,302 — — —  (68,302) — — —
Capital injection from

non-controlling interests 30(d)(i) — — — — — — — — 80,540 80,540
Dividends declared during the year 30(g)(i)/(ii) — — — — — —  (242,359) (242,359) —  (242,359)
Equity-settled share based

transaction 29 — — — — 12,567 — — 12,567 — 12,567
Issue of shares,

net of listing expenses 30(b)(ii)(b) 4,361 1,204,399 — — — — — 1,208,760 — 1,208,760
Capitalisation issue 30(0)ii)c) 24,710  (24,710) — — — — — — — —
Acquisition of additonal

equity interests in subsidiaries  30(d)(i) — — —  (100,703) — — —  (100,703) (117,297) (218,000)
Acquisition of subsidiaries 35 — — — — — — — — 503,144 503,144
At 31 December 2011 29,071 1,179,689 75,316 (104,334) 21,260  (20,707) 2,622,249 3802,544 503,439 4,305,983

The notes on the accompanying pages form part of these financial statements.



CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2011
(Expressed in Renminbi)

Note

Operating activities
Cash (used in)/ generated from operations 22
PRC tax paid

Net cash (used in)/generated
from operating activities

Investing activities
Payment for the purchase of property,
plant and equipment
Proceeds from sale of property, plant and equipment
Interest received
Payment for acquisition of subsidiaries 35
Payment for acquisition of available-for-sale
unlisted equity securities
Proceeds received from disposal of
available-for-sale unlisted equity securities
Payment for acquisition of other financial assets

Net cash used in investing activities

2011 2010
RMB’000 RMB’000
(224,586) 467,210
(253,129) (110,524)
__________ @477,715) 356,686
(4,442) (2,236)

— 626

5,108 466

(470,815) —

— (10,000)

— 10,249

(10,000) —
(480,149) (895)

The notes on the accompanying pages form part of these financial statements.
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Financing activities
Issue of new shares, net of listing expenses
Proceeds from new bank loans
Repayment of bank loans
(Increase)/decrease in restricted cash
Interest and other borrowing costs paid
Dividends paid to equity shareholders of
the Company
Net cash flow from disposal of subsidiaries to
the Controlling Equity Owners
(Increase)/decrease in the amount due from the
Controlling Equity Owners
Decrease/(increase) in the amount due from
Zall Holding Co., Ltd.
Acquisition of additional equity interests
in subsidiaries
Capital injection from non-controlling
equity holders
Deem distribution related to acquisition of
subsidiaries from Zall Holding Co., Ltd.

Net cash generated from/(used in)
financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Effect of foreign exchange rate changes

Cash and cash equivalents at 31 December

2011 2010
Note RMB’000 RMB’000
30(b)(iii) 1,208,760 -
1,054,700 151,300

(171,100) (78,500)

(6,529) 18,843

(63,178) (19,909)

30(2)(Q)/(ii) (242,359) -
— 64,465

(2,718) 21,127

4,761 (51,085)

(218,000) (16,000)

80,540 —

— (219,916)

_________ 1,644,877 (129,675)

687,013 226,116

21 304,874 78,758
(21,347) -

21 970,540 304,874

The notes on the accompanying pages form part of these financial statements.



NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Renminbi unless otherwise stated)

1

Significant accounting policies

(@)

(b)

Statement of compliance

These consolidated financial statements have been prepared in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes all applicable individual International Financial
Reporting Standards, International Accounting Standards (“IASs”) and Interpretations issued by the International
Accounting Standards Board (“TASB”). These consolidated financial statements also comply with the disclosure
requirements of the Hong Kong Companies Ordinance and the applicable disclosure provisions of the Rules Governing
the Listing of Securities (the “Listing Rules) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
A summary of the significant accounting policies adopted by the Group is set out below.

The TASB has issued certain new and revised IFRSs that are first effective or available for early adoption for
the current accounting period of the Group and the Company. Note 1(c) provides information on any changes in
accounting policies resulting from initial application of these developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected in these consolidated financial statements.

Basis of preparation and presentation of the consolidated financial statements

Zall Development (Cayman) Holding Co., Ltd. (the “Company”) was incorporated in the Cayman Islands on 22
September 2010 as an exempted company with limited liability under the Companies Law, Chapter 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands.

Pursuant to a reorganisation of the Company and its subsidiaries (together referred to as the “Group”) to rationalise
the group structure in preparation for the listing of the Company’s shares on the Main Board of the Stock Exchange
(the “Reorganisation”), the Company became the holding company of the subsidiaries now comprising the Group.
Details of the Reorganisation are set out in the prospectus of the Company dated 30 June 2011 (the “Prospectus”). The
Company’s shares were listed on the Main Board of the Stock Exchange on 13 July 2011.

The consolidated financial statements for the year ended 31 December 2011 comprise the Company and its subsidiaries
and a jointly controlled entity.

These consolidated financial statements are presented in Renminbi (“RMB”) rounded to the nearest thousand. The
measurement basis used in the preparation of the consolidated financial statements is the historical cost basis except
that available-for-sale unlisted equity securities (note 1(f)), other financial assets (note 1(i)) and investment properties
(note 1(j)) are measured at their fair value.

The preparation of financial statements in conformity with IFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing 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.

Judgements made by management on the application of IFRSs that have significant effect on the financial statements
and major sources of estimation uncertainty are discussed in note 2.
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(c)

(d)

Changes in accounting policies

The TASB has issued a number of amendments to IFRSs and one new Interpretation that are first effective for the
current accounting period of the Group and the Company. Of these, the following developments are relevant to the
Group’s financial statements:

— IAS 24 (revised 2009), Related party disclosures
— Improvements to IFRSs (2010)

The Group has not applied any new standard or interpretation that is not yet effective for the current accounting period
(see note 37).

The impacts of these developments are discussed below:

. IAS 24 (revised 2009) revises the definition of a related party. As a result, the Group has re-assessed the
identification of related parties and concluded that the revised definition does not have any material impact on
the Group’s related party disclosures in the current and previous period. IAS 24 (revised 2009) also introduces
modified disclosure requirements for government-related entities. This does not impact the Group because the
Group is not a government-related entity.

. Improvements to IFRSs (2010) omnibus standard introduces a number of amendments to the disclosure
requirements in IFRS 7, Financial instruments: Disclosures. The disclosures about the Group’s financial
instruments in note 31 have been conformed to the amended disclosure requirements. These amendments do not
have any material impact on the classification, recognition and measurements of the amounts recognised in the
financial statements in the current and previous periods.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting
rights that presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated in the same way as unrealised gains but only to the extent
that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the Company,
and in respect of which the Group has not agreed any additional terms with the holders of those interests which would
result in the Group as a whole having a contractual obligation in respect of those interests that meets the definition of a
financial liability. For each business combination, the Group can elect to measure any non-controlling interests either at
fair value or at their proportionate share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity, separately
from equity attributable to the equity shareholders of the Company. Non-controlling interests in the results of the
Group are presented on the face of the consolidated income statement and the consolidated statement of comprehensive
income as an allocation of the total profit or loss and total comprehensive income for the period between non-
controlling interests and the equity shareholders of the Company. Loans from holders of non-controlling interests and
other contractual obligations towards these holders are presented as financial liabilities in the consolidated statement of
financial position in accordance with notes 1(0), (p) or (w) depending on the nature of the liability.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative interests, but no adjustments are made to goodwill and no gain or
loss is recognised.

13



(e)

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest in that subsidiary,
with a resulting gain or loss being recognised in profit or loss. Any interest retained in that former subsidiary at the
date when control is lost is recognised at fair value and this amount is regarded as the fair value on initial recognition
of a financial asset (see note 1(f)) or, when appropriate, the cost on initial recognition of an investment in a jointly
controlled entity (see note 1(e)).

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment losses
(see note 1(k)).

Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement between the Group or Company
and other parties, where the contractual arrangement establishes that the Group or Company and one or more of the
other parties share joint control over the economic activity of the entity.

An investment in a jointly controlled entity is accounted for in the consolidated financial statements under the equity
method, unless it is classified as held for sale. Under the equity method, the investment is initially recorded at cost,
adjusted for any excess of the Group’s share of the acquisition-date fair values of the investee’s identifiable net assets
over the cost of the investment (if any). Thereafter, the investment is adjusted for the post acquisition change in the
Group’s share of the investee’s net assets and any impairment loss relating to the investment (see note 1(k)). Any
acquisition-date excess over cost, the Group’s share of the post-acquisition, post-tax results of the investees and any
impairment losses for the year are recognised in the consolidated income statement, whereas the Group’s share of
the post-acquisition post tax items of the investees’ other comprehensive income is recognised in the consolidated
statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the jointly controlled entity, the Group’s interest is reduced
to nil and recognition of further losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the investee. For this purpose, the Group’s interest is the
carrying amount of the investment under the equity method together with the Group’s long-term interests that in
substance form part of the Group’s net investment in the jointly controlled entity.

Unrealised profits and losses resulting from transactions between the Group and its jointly controlled entities are
eliminated to the extent of the Group’s interest in the investee, except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately in profit or loss.

When the Group ceases to have significant influence or joint control over a jointly controlled entity, it is accounted for
as a disposal of the entire interest in that investee, with a resulting gain or loss being recognised in profit or loss. Any
interest retained in that former investee at the date when significant influence or joint control is lost is recognised at fair
value and this amount is regarded as the fair value on initial recognition of a financial asset (see note 1(f)).

In the Company’s statement of financial position, jointly controlled entities are stated at cost less impairment losses
(see note 1(k)).

Other investments in available-for-sale unlisted equity securities

The Group’s policies for investments in available-for-sale unlisted equity securities, other than investments in
subsidiaries and jointly control entities, are as follows:

Investments in unlisted available-for-sale equity securities are initially stated at fair value, which is their transaction
price unless fair value can be more reliably estimated using valuation techniques whose variables include only data
from observable markets. Cost includes attributable transaction costs. At each end of the reporting period the fair
value is remeasured, with any resultant gain or loss being recognised in other comprehensive income and accumulated
separately in equity in the fair value reserve. When these investments are derecognised or impaired (note 1(k)), the
cumulative gain or loss is reclassified from equity to profit or loss. Investments are recognised/derecognised on the date
the Group commits to purchase/sell the investments.

14



(2)

(h)

Property, plant and equipment and construction in progress

Estimated residual
value as a
Years percentage of costs

Buildings 20-40 5%
Motor vehicles 4-10 5%
Furniture, office equipment and others 3-8 5%

Items of property, plant and equipment are stated in the consolidated statement of financial position at cost less
accumulated depreciation and impairment losses (note 1(k)).

Construction in progress is stated in the statement of financial position at cost less impairment losses (note 1(k)).

The cost of self-constructed items of property, plant and equipment includes the cost of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling and removing the items and restoring the site on which they
are located, and an appropriate proportion of production overheads and borrowing costs (note 1(w)).

Construction in progress is transferred to property, plant and equipment when it is ready for its intended use. No
depreciation is provided against construction in progress.

Gains and losses arising from the retirement or disposal of an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and the carrying amount of the item and are recognised in the
consolidated income statement on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their estimated useful lives as follows:

Where parts of an item of property, plant and equipment have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Subsequent expenditure relating to an item of property, plant and equipment that has already been recognised is added
to the carrying amount of the asset when it is probable that future economic benefits embodied within the item will
flow to the Group and the cost of the item can be measured reliably. All other subsequent expenditure is recognised in
the consolidated income statement as an expense as incurred.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Group determines that
the arrangement conveys a right to use a specific asset or assets for an agreed period of time in return for a payment or
a series of payments. Such a determination is made based on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of a lease.

(i)  Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance leases.

Leases which do not transfer substantially all the risks and rewards of ownership to the Group are classified as
operating leases.
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(k)

(ii) Operating lease charges

Where the Group has the use of assets under operating leases, payments made under the leases are charged
to profit or loss in equal installments over the accounting periods covered by the lease term, except where an
alternative basis is more representative of the pattern of benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or loss as an integral part of the aggregate net lease payments made.
Contingent rentals are charged to profit or loss in the accounting period in which they are incurred.

The cost of acquiring land under an operating lease is amortised on a straight-line basis over the period of the
lease term except where the property is classified as an investment property (note 1(j)) and property under
development for sales and completed property held for sale (note 1(1)).

If a sale and leaseback transaction results in an operating lease, and it is clear that the transaction is established
at fair value, any profit or loss shall be recognised immediately. If the sale price is below fair value, any profit or
loss shall be recognised immediately except that, if the loss is compensated for by future lease payments at below
market price, it shall be deferred and amortised in proportion to the lease payments over the period for which the
asset is expected to be used. If the sale price is above fair value, the excess over fair value shall be deferred and
amortised over the period for which the asset is expected to be used.

Other financial assets

Other financial assets are classified at fair value through profit or loss if it is classified as held for trading or is
designated as such upon initial recognition. Other financial assets are designated at fair value through profit or loss if
the Group manages such investments and makes purchase and sale decisions based on their fair value in accordance
with the Group’s documented risk management or investment strategy. Upon initial recognition attributable transaction
costs are recognised in profit or loss as incurred. Financial assets at fair value through profit or loss are measured at fair
value, and changes therein are recognised in profit or loss.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest (note 1(h)) to earn
rental income and/or for capital appreciation. These include land held for a currently undetermined future use and
property that is being constructed or developed for future use as investment property.

Investment properties are stated in the statement of financial position at fair value, unless they are still in the course of
construction or development at the end of the reporting period and their fair value cannot be reliably determined at that
time. Any gain or loss arising from a change in fair value or from the retirement or disposal of an investment property
is recognised in profit or loss. Rental income from investment properties is accounted for in note 1(u)(ii).

Impairment of assets

(i) Impairment of trade and other receivables

Current and non-current receivables that are stated at cost or amortised cost are reviewed at each end of the
reporting period to determine whether there is objective evidence of impairment.

Objective evidence of impairment includes observable data that comes to the attention of the Group about one or
more of the following loss events:

. significant financial difficulty of the debtor;
. a breach of contract, such as a default or delinquency in interest or principal payments;
. it becoming probable that the debtor will enter bankruptcy or other financial reorganisation; and

. significant changes in the technological, market, economic or legal environment that have an adverse effect
on the debtor.
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(it)

If any such evidence exists, any impairment loss is determined and recognised as follows:

. For trade and other current receivables and other financial assets carried at amortised cost, the impairment
loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition of these assets), where the effect of discounting is material.
This assessment is made collectively where financial assets carried at amortised cost share similar risk
characteristics, such as similar past due status, and have not been individually assessed as impaired. Future
cash flows for financial assets which are assessed for impairment collectively are based on historical loss
experience for assets with credit risk characteristics similar to the collective group.

If in a subsequent period the amount of an impairment loss decreases and the decrease can be linked objectively
to an event occurring after the impairment loss was recognised, the impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not result in the asset’s carrying amount exceeding that which would
have been determined had no impairment loss been recognised in prior periods.

Impairment of other assets

Internal and external sources of information are reviewed at each end of the reporting period to identify

indications that the following assets may be impaired or an impairment loss previously recognised no longer

exists or may have decreased:

. Property, plant and equipment;

o Investments in subsidiaries;

. Investments in a jointly controlled entity;

If any such indication exists, the asset’s recoverable amount is estimated.

— Calculation of recoverable amount
The recoverable amount of an asset is the greater of its net selling price 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 the time value of money and the risks specific to the asset. Where an
asset does not generate cash inflows largely independent of those from other assets, the recoverable amount
is determined for the smallest group of assets that generates cash inflows independently (i.e. cash-generating
unit).

— Recognition of impairment losses
An impairment loss is recognised in the consolidated income statement whenever the carrying amount of
an asset, or the cash-generating unit to which it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated to reduce the carrying amount of the other assets
in the unit (or group of units) on a pro rata basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, or value in use, if determinable.

— Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates used to determine the
recoverable amount.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have been determined

had no impairment loss been recognised in prior years. Reversals of impairment losses are credited to the
profit or loss in the year in which the reversals are recognised.
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(9)

Property development

Inventories in respect of property development activities are carried at the lower of cost and net realisable value. Cost
and net realisable values are determined as follows:

—  Property under development for sale

The cost of properties under development for sale comprises specifically identified cost, including: land use
right (note 1(h)), aggregate cost of development, materials and supplies, wages and other direct expenses,
an appropriate proportion of overheads and borrowing costs capitalised (see note 1(w)). Net realisable value
represents the estimated selling price less estimated costs of completion and costs to be incurred in selling the

property.
—  Completed property held for sale

In the case of completed properties developed by the Group, cost is determined by apportionment of the total
development costs for that development project, attributable to the unsold properties. Net realisable value
represents the estimated selling price less costs to be incurred in selling the property.

The cost of completed properties held for sale comprises all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and condition.

Inventories

Inventories mainly include low value consumables. Inventories are stated at cost and comprise all costs of purchase.
They are computed on a weighted average basis, less provision for obsolescence. When inventories are consumed, the
carrying amount of inventories is recognised as an expense in the year in which the consumption occurs. Any obsolete
and damaged inventories are written off to the profit or loss.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised cost less allowance
for impairment of doubtful debts (see note 1(k)), except where the receivables are interest-free loans made to related
parties without any fixed repayment terms or the effect of discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment of doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised cost with any difference between the amount initially
recognised and redemption value being recognised in profit or loss over the period of the borrowings, together with any
interest and fees payable, using the effective interest method.

Trade and other payables

Trade and other payables are initially recognised at fair value. Trade and other payables are subsequently stated at
amortised cost unless the effect of discounting would be immaterial, in which case they are stated at cost.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are readily convertible into known amounts of cash

and which are subject to an insignificant risk of changes in value, having been within three months of maturity at
acquisition.
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(r)

(s)

Employee benefits

(i) Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be material, these amounts are stated at their present
values.

(ii)) Obligation for contributions to defined contribution retirement schemes pursuant to the relevant labour rules and
regulations in the PRC are recognised as an expense in profit or loss as incurred, except to the extent that they are
included in properties for sale not yet recognised as an expense.

(iii) The fair value of share options granted to employees is recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value is measured at grant date using the binomial lattice
model, taking into account the terms and conditions upon which the options were granted. Where the employees
have to meet vesting conditions before becoming unconditionally entitled to the options, the total estimated fair
value of the options is spread over the vesting period, taking into account the probability that the options will
vest.

During the vesting period, the number of share options that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in prior years is charged/credited to profit or loss for the year
of the review, unless the original employee expenses qualify for recognition as an asset, with a corresponding
adjustment to the capital reserve. On vesting date, the amount recognised as an expense is adjusted to reflect
the actual number of options that vest (with a corresponding adjustment to the capital reserve) except where
forfeiture is only due to not achieving vesting conditions that relate to the market price of the Company’s shares.
The equity amount is recognised in the capital reserve until either the option is exercised (when it is transferred to
the share premium account) or the option expires (when it is released directly to retained profits).

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised in profit or loss except to the extent that they relate to
items recognised in other comprehensive income or directly in equity, in which case the relevant amounts of tax are
recognised in other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the end of reporting period, and any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.

Deferred tax is not recognised for the following temporary differences: the initial recognition of assets or liabilities
in a transaction that is not a business combination and that affects neither accounting nor taxable profit or loss, and
differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable that
they will not reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary
differences arising on the initial recognition of goodwill. Apart from the above, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may support the recognition of deferred tax assets arising
from deductible temporary differences include those that will arise from the reversal of existing taxable temporary
differences, provided those differences relate to the same taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected reversal of the deductible temporary difference or in
periods into which a tax loss arising from the deferred tax asset can be carried back or forward. The same criteria
are adopted when determining whether existing taxable temporary differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that is, those differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and are expected to reverse in a period, or periods, in which the
tax loss or credit can be utilised.
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The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted. The carrying amount of a deferred tax asset is reviewed at
each end of the reporting period and is reduced to the extent that it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be utilised. Any such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and movements therein, are presented separately from each other and
are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities, if the Group has the legally enforceable right to set off current tax assets against current tax liabilities and
the following additional conditions are met:

in the case of current tax assets and liabilities, the Group intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously; or

in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same taxation
authority on either:

o the same taxable entity; or
. different taxable entities, which, in each future period in which significant amounts of deferred tax liabilities

or assets are expected to be settled or recovered, intend to realise the current tax assets and settle the current
tax liabilities on a net basis or realise and settle simultaneously.

(t) Financial guarantees issued, provisions and contingent liabilities

(i)

(ii)

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified payments to
reimburse the beneficiary of the guarantee (the “holder”) for a loss the holder incurs because a specified debtor
fails to make payment when due in accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee (being the transaction price, unless
the fair value can otherwise be reliably estimated) is initially recognised as deferred income within trade and
other payables. Where consideration is received or receivable for the issuance of the guarantee, the consideration
is recognised in accordance with the Group’s policies applicable to that category of asset. Where no such
consideration is received or receivable, an immediate expense is recognised in profit or loss on initial recognition
of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit or loss over the term
of the guarantee as income from financial guarantees issued. In addition, provisions are recognised if and when
(i) it becomes probable that the holder of the guarantee will call upon the Group under the guarantee, and (ii) the
amount of that claim on the Group is expected to exceed the amount currently carried in trade and other payables
in respect of that guarantee i.e. the amount initially recognised, less accumulated amortisation.

Other provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic
benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

20



(u) Revenue recognition

v)

Revenue is measured at the fair value of the consideration received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue and costs, if applicable, can be measured reliably, revenue is
recognised in profit or loss as follows:

(i) Sales of properties

Revenue from sales of properties is recognised when the significant risks and rewards of ownership have been
transferred to the buyers. The Group considers that the significant risks and rewards of ownership are transferred
when the construction of relevant properties has been completed and the properties have been delivered to the
buyers.

Revenue from sales of properties excludes business tax or other sales related taxes and is after deduction of any
trade discounts. Deposits and installments received on properties sold prior to the date of revenue recognition are
included in the statement of financial position as receipts in advance.

(ii) Rental income from operating leases

Rental income receivable under operating leases is recognised in profit or loss in equal installments over the
accounting periods covered by the lease term, except where an alternative basis is more representative of the
pattern of benefits to be derived from the use of the leased asset. Lease incentives granted are recognised in profit
or loss as an integral part of the aggregate net lease payments receivable. Contingent rentals are recognised as
income in the accounting period in which they are earned.

(iii) Service fee income

Service fee income in relation to property management service, advertising service and other ancillary services
are recognised when such services are provided to customers.

(iv) Interest income
Interest income is recognised as it accrues using the effective interest method.
(v) Government grants

Government grants are recognised in the statement of financial position initially when there is reasonable
assurance that they will be received and that the Group will comply with the conditions attaching to them. Grants
that compensate the Group for expenses incurred are recognised as revenue in profit or loss on a systematic basis
in the same periods in which the expenses are incurred. Grants that compensate the Group for the cost of an asset
are initially recognised as deferred income and subsequently deducted from the carrying amount of the assets
upon meeting the relevant conditions, if any, attaching to them.

Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are translated at the foreign exchange rates ruling at
the end of reporting period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities denominated in
foreign currencies that are stated at fair value are translated using the foreign exchange rates ruling at the dates the fair
value was determined.

The results of operations are translated into RMB at the exchange rates approximating the foreign exchange rates
ruling at the dates of the transactions. Balance sheet items are translated into Hong Kong dollars at the closing
foreign exchange rates at the end of the reporting period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in equity in the exchange reserve.

21



(w)

(x)

(y)

On disposal of a foreign operation, the cumulative amount of the exchange differences relating to that foreign
operation is reclassified from equity to profit or loss when the profit or loss on disposal is recognised.

Borrowing costs
Borrowing costs that are directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost
of that asset. Other borrowing costs are expensed in the period in which they are incurred.
The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred and activities that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation of borrowing costs is suspended or ceases when substantially all the
activities necessary to prepare the qualifying asset for its intended use or sale are interrupted or complete.
Non-current assets held for sale
A non-current asset (or disposal group) is classified as held for sale if it is highly probable that its carrying amount will
be recovered through a sale transaction rather than through continuing use and the asset (or disposal group) is available
for sale in its present condition. A disposal group is a group of assets to be disposed of together as a group in a single
transaction, and liabilities directly associated with those assets that will be transferred in the transaction.
Immediately before classification as held for sale, the measurement of the non-current assets (and all individual
assets and liabilities in a disposal group) is brought up-to-date in accordance with the accounting policies before the
classification. Then, on initial classification as held for sale and until disposal, the non-current assets (except for certain
assets as explained below), or disposal groups, are recognised at the lower of their carrying amount and fair value less
costs to sell. The principal exceptions to this measurement policy so far as the financial statements of the Group and
the Company are concerned are deferred taxation and investment properties. These items, even if held for sale, would
continue to be measured in accordance with the policies set out in note 1(s) and note 1(j).
Impairment losses on initial classification as held for sale, and on subsequent remeasurement while held for sale, are
recognised in profit or loss. As long as a non-current asset is classified as held for sale, or is included in a disposal
group that is classified as held for sale, the non-current asset is not depreciated or amortised.
Related parties
(i) A person, or a close member of that person’s family is related to the Group if that person:

(a) has control or joint control over the Group;

(b) has significant influence over the Group; or

(c) is a member of the key management personnel of the Group or the Group’s parent.

(i) An entity is related to the Group if any of the following conditions applies:

(a) the entity and the Group are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to others);

(b) one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of
a group of which the other entity is a member);

(c) both entities are joint ventures of the same third party;

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

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

(f) the entity is controlled or jointly-controlled by a person identified in (i).

(g) a person identified in (i)(a) 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).

Close members of the family of a person are those family members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment item reported in the consolidated financial statements, are
identified from the financial information provided regularly to the Group’s most senior executive management for
the purposes of allocating resources to, and assessing the performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the segments
have similar economic characteristics and are similar in respect of the nature of products and services, the nature
of production processes, the type or class of customers, the methods used to distribute the products or provide the
services, and the nature of the regulatory environment. Operating segments which are individually material may be
aggregated if they share a majority of these criteria.

Accounting judgement and estimates

Estimates and judgements used in preparing the financial statements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that may have a significant effect on the
carrying amounts of assets and liabilities mainly include those related to property development activities.

Note 31 contain information about the assumptions and their risk factors relating to the fair value of financial instruments.
Key sources of estimation uncertainty are as follows:

(a)

(b)

Impairment

As explained in note 1(1), the Group’s land held for future development, properties under development and completed
properties held for sale are stated at the lower of cost and net realisable value. Based on the Group’s recent experience
and the nature of the subject property, the Group makes estimates of the selling price, the costs of completion in case
for properties under development, and the costs to be incurred in selling the properties.

If there is an increase in costs to completion or a decrease in net sales value, provision for completed properties held
for sale, properties held for future development and under development for sale may be resulted. Such provision
requires the use of judgment and estimates. Where the expectation is different from the original estimate, the carrying
value and provision for properties in the periods in which such estimate is changed will be adjusted accordingly.

In addition, given the volatility of the PRC property market and the distinctive nature of individual properties, the
actual outcomes in terms of costs and revenue may be higher or lower than estimated at the end of the reporting period.
Any increase or decrease in the provision would affect profit or loss in future years.

Recognition of deferred tax assets

Deferred tax assets are recognised and measured based on the expected manner of realisation or settlement of the
carrying amount of the assets, using tax rates enacted or substantively enacted at the end of the reporting period.
In determining the carrying amounts of deferred tax assets, expected taxable profits are estimated which involves a
number of assumptions relating to the operating environment of the Group and require a significant level of judgment
exercised by the Directors. Any change in such assumptions and judgment would affect the carrying amounts of
deferred tax assets to be recognised and hence the net profit in future years.
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(c)

(d)

(e)

(2)

Provision for PRC Land Appreciation Tax (“LAT”)

As explained in note 6(b)(iii), the Group has estimated, made and included in tax provision for LAT according to
the requirements set forth in the relevant PRC tax laws and regulations. The actual LAT liabilities are subject to the
determination by the tax authorities upon completion of the property development projects and the tax authorities
might disagree with the basis on which the provision for LAT is calculated. Significant judgment is required in
determining the level of provision, as the calculation of which depends on the ultimate tax determination. Given the
uncertainties of the calculation basis of LAT as interpreted by the local tax bureau, the actual outcomes may be higher
or lower than those estimated at the end of the reporting period. Any increase or decrease in the actual outcomes/
estimates will impact the income tax provision in the period in which such determination is made.

Recognition and allocation of construction costs on properties under development

Development costs of properties are recorded as properties under development during construction stage and will
be transferred to profit or loss upon the recognition of the sale of the properties. Before the final settlement of the
development costs and other costs relating to the sale of the properties, these costs are accrued by the Group based on
management’s best estimates.

When developing properties, the Group typically divides the development projects into phases. Specific costs directly
related to the development of a phase are recorded as the cost of such phase. Costs that are common to phases are
allocated to individual phases based on the estimated market value of each phase as a percentage of the total estimated
market value of the entire project, or if the above is not practicable, the common costs are allocated to individual
phases based on saleable area.

When the final settlement of costs and the related cost allocation is different from the initial estimates, any increase or
decrease in the development costs and other costs would affect the profit or loss in future years.

Valuation of investment properties

As described in note 1(j), investment properties are stated at fair value based on the valuation performed by an
independent firm of professional surveyors after taking into consideration the comparable market transactions and the
net rental income allowing for reversionary income potential.

In determining the fair value, the valuer have based on a method of valuation which involves, inter-alia, certain
estimates including current market rents for similar properties in the same location and condition, appropriate discount
rates and expected future market rents. In relying on the valuation report, management has exercised its judgment and
is satisfied that the method of valuation is reflective of the current market condition.

Classification between investment properties and properties held for sale

The Group develops properties held for sale and properties held to earn rentals and/or for capital appreciation.
Judgement is made by management on determining whether a property is designated as an investment property or a
property held for sale. The Group considers its intention for holding the properties at the early development stage of
the related properties. During the course of construction, the related properties under construction are accounted for as
properties under development included in current assets if the properties are intended for sale after their completion,
whereas, the properties are accounted for as investment properties under construction if the properties are intended
to be held to earn rentals and/or for capital appreciation. Upon completion of the properties, the properties held for
sale are transferred to completed properties held for sale, while the properties held to earn rentals and/or for capital
appreciation are transferred to investment properties.

Fair value of non-derivative financial instruments
Fair value of non-derivative financial instruments carried at amortised costs, which is determined for disclosure

purpose, is calculated based on the present value of future principal and interest cash flows, discounted at the market
rate of interest at the reporting date.

Turnover and segment reporting

The principal activities of the Group are development and sales of properties, property management services, development
and operation of retail properties and advertising services in the PRC.

Turnover represents income from sales of properties, property management services income, rental income, advertising
income and other ancillary services income, net of business tax and other sales related taxes and is after deduction of any
trade discounts.
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The amounts of each significant category of revenue recognised in turnover during the period are as follows:

2011 2010

RMB’000 RMB’000

Sales of properties 2,439,121 750,762
Property management services 3,609 681
Rental income 11,051 4,133
Advertising income 427 12,301
Other ancillary services income —_ 1,860
2,454,208 769,737

Operating segments, and the amounts of each segment item reported in the consolidated financial statements, are identified
from the financial data and information provided regularly to the Group’s most senior executive management for the
purposes of allocating resources to, and assessing the performance of, the Group’s various lines of business and geographical
locations. No segment information is presented in respect of the Group’s operating segment as the Group is principally
engaged in one segment in the PRC. The Group does not operate in any other geographical or business segment during the
period.

Other net (loss)/income and other revenue

2011 2010
RMB’000 RMB’000
Other net (loss)/income
Loss on disposal of non-current assets held for sale (44,623) —
Gain on sale of property, plant and equipment — 216
(44,623) 216
Other revenue
Government grant 3,500 8,000
Forfeited deposits and compensation from customers 1,481 —
Investment income from available-for-sale unlisted equity securities — 249
Others 268 —
5,249 8,249
Profit before taxation
Profit before taxation is arrived at after charging/(crediting):
2011 2010
RMB’000 RMB’000
(a) Finance costs/(income):
Interest on bank loans 47,583 14,877
Other borrowing costs 20,656 2,970
Less: amounts capitalised into properties under development and
investment properties (note) (62,729) (17,847)
5,510 —
Bank charge and others 1,486 925
Interest income (5,108) (626)
1,888 299

Note: The borrowing costs have been capitalised at rates ranging from 5.67%-9.66% per annum in the year ended 31
December 2011 (2010: 5.60%-7.02% per annum).
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(b)

(c)

Staff costs:

Contributions to defined contribution retirement plan
Salaries, wages and other benefits

Equity-settled share-based payment expenses

Other items:

Depreciation

Amortisation

Auditors’ remuneration — statutory audit services
Cost of properties sold

6 Income tax in the consolidated income statement

(@)

Taxation in the consolidated income statement represents:

Current tax

PRC Corporate Income Tax (“CIT”)
PRC Land Appreciation Tax (“LAT”)

Deferred tax

Origination and reversal of temporary differences

26

2011 2010
RMB’000 RMB’000
1,557 1,037
26,369 18,413
12,567 8,693
40,493 28,143
2011 2010
RMB’000 RMB’000
3,065 2,689

— 25

2,027 354
713,039 404,530
2011 2010
RMB’000 RMB’000
443,021 57,056
199,794 27,316
642,815 84,372
(28,935) 204,015
613,880 288,387




(b)

Reconciliation between tax expense and accounting profit at applicable tax rates:

2011 2010
RMB’000 RMB’000
Profit before taxation 1,797,755 921,573
Income tax computed by applying the tax rate of 25% to profit before taxation 449,439 230,393
Tax effect of non-PRC entities not subject to PRC CIT 6,978 2,503
Tax rate differential 1,619 —
Withholding income tax on dividends declared 14,500 —
Tax effect of non-deductible expenses 2,282 1,572
Effect on deductible temporary differences not recognised 1,572 4,293
Tax effect of unused tax losses not recognised 4,374 3,121
Withholding tax on undistributed profits of PRC subsidiaries 4,301 —
LAT in relation to completed properties sold 146,166 27,316
LAT in relation to non-current assets classified as held for sale 25,587 34,691
Tax effect on LAT (42,938) (15,502)
Income tax expense 613,880 288,387
(i)  Pursuant to the rules and regulations of the Cayman Islands and the BVI, the Group is not subject to any income
tax in these jurisdictions.
No provision for Hong Kong Profits Tax was made as the Group did not earn any income subject to Hong Kong
Profits Tax for the period.
(ii) PRC CIT
The provision for CIT has been calculated at the applicable tax rates on the estimated assessable profits of the
Group’s subsidiaries in the PRC as determined in accordance with the relevant income tax rules and regulations
of the PRC. The CIT rate applicable to the Group’s subsidiaries located in the PRC is 25% (2010: 25%).
(iii) PRC LAT
According to the requirements of the Provisional Regulations of the PRC on LAT ( # 3% A B A0 B + M 1% (E B
W AT ) effective from 1 January 1994, and the Detailed Implementation Rules on the Provisional Regulations
of the PRC on LAT ( FF#E A R ILANE 1 Mot (E AL E AT WP B AN HIl ) effective from 27 January 1995, all
income from the sale or transfer of state-owned land use rights, buildings and their attached facilities in the PRC
is subject to LAT at progressive rates ranging from 30% to 60% of the appreciation value.
In addition, certain subsidiaries of the Group were subject to LAT which is calculated based on 3% to 7% of their
revenue in accordance with the authorised tax valuation method approved by respective local tax bureau.
The directors are of the opinion that the authorised tax valuation method is one of the allowable taxation methods
in the PRC and the respective local tax bureaus are the competent tax authorities to approve the authorised tax
valuation method in charging CIT and LAT to the respective PRC subsidiaries of the Group, and the risk of being
challenged by the State Tax Bureau or any tax bureau of higher authority is remote.
(iv) Withholding tax

The PRC Corporate Income Tax Law and its implementation rules impose a withholding tax at 10%, unless
reduced by a tax treaty or arrangement, for dividends distributed by PRC-resident enterprises to their non-PRC-
resident corporate investors for profits earned since 1 January 2008. Under the Sino-Hong Kong Double Tax
Arrangement, a qualified Hong Kong tax resident is entitled to a reduced withholding tax rate of 5% if the Hong
Kong tax resident is the “beneficial owner” and holds 25% or more of the equity interest of the PRC enterprise
directly.
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Since the Group could control the quantum and timing of distribution of profits of the Group’s subsidiaries in the
PRC, deferred tax liabilities are only provided to the extent that such profits are expected to be distributed in the
foreseeable future.

7 Directors’ remuneration

Directors’ remuneration disclosed pursuant to section 161 of the Hong Kong Companies Ordinance is as follows:

For the year ended 31 December 2011

Salaries Retirement Equity-settled
Directors’ allowances and scheme share-based
fee benefits in kind contributions payment (note) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Chairman:
Yan Zhi — 360 9 6,284 6,653
Executive directors:
Wang Danli — 360 9 565 934
Cui Jinfeng — 75 9 628 712
Fang Li — 60 9 503 572
Non-executive director:
Fu Gaochao — 81 9 628 718
Independent non-executive
directors*:
Yang Qiongzhen — 83 — — 83
Cheung Ka Fai — 83 — — 83
Peng Chi — 83 — — 83
— 1,185 45 8,608 9,838

* The independent non-executive directors were appointed on 20 June 2011.

For the year ended 31 December 2010

Salaries Retirement  Equity-settled
Directors’ allowances and scheme share-based
fee benefits in kind  contributions payment (note) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Chairman:
Yan Zhi — 360 4 4,346 4,710
Executive directors:
Wang Danli — 210 2 391 603
Cui Jinfeng — 75 4 435 514
Fang Li — 60 3 348 411
Non-executive director:
Fu Gaochao — 81 4 435 520
— 786 17 5,955 6,758

Note: These represent the estimated value of share options granted to the directors under the Company’s share option
scheme. The value of these share options is measured according to the Group’s accounting policies for share-based
payment transactions as set out in note 1(r)(iii), and the details are disclosed in note 29.
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During the year ended 31 December 2011, no amount was paid or payable by the Company to the Directors or any of the 5
highest paid individuals set out in note 8 as an inducement to join or upon joining the Group or as compensation for loss of
office. There was no arrangement under which a Director waived or agreed to waive any remuneration (2010: Nil).

Individuals with highest emoluments

Of the five individuals with the highest emoluments, two (2010: three) are directors whose emoluments are disclosed in note
7. The emoluments in respect of the other three (2010: two) individual are as follows:

2011 2010

RMB’000 RMB’000

Salaries and other emoluments 1,437 333
Retirement scheme contributions 17 4
Equity-settled share-based payment expenses 679 470
2,133 807

The emoluments of the three (2010: two) individual with the highest emoluments are within the following bands:

2011 2010
Number of Number of
individuals individuals

HKS$
Nil-1,000,000 2 2
1,000,001-1,500,000 1 —

Profit attributable to equity shareholders of the Company

The consolidated profit attributable to equity shareholders of the Company includes a loss for the year of RMB20,794,000
(2010: Nil) which has been dealt with in the financial statements of the Company.

Reconciliation of the above amount to the Company’s profit for the year:

2011 2010
RMB’000 RMB’000
Amount of consolidated loss attributable to equity shareholders dealt with
in the Company’s financial statements (20,794) —
Dividends from subsidiaries attributable to the profits of the previous
financial year, approved and paid during the year 271,581 —
Company’s profit for the year (note 30(a)) 250,787 —

Details of dividends paid and payable to equity shareholders of the Company are set out in note 30(g).
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10 Earnings per share
(a) Basic earnings per share

The calculation of basic earnings per share is based on the consolidated profit attributable to ordinary equity
shareholders of the Company of RMB1,194,732,000 (2010: RMB635,072,000) and 3,500,000,000 ordinary shares in
issue as at date of these financial statements, as if the public offering had been completed at the beginning of the years
presented.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on the profit attributable to ordinary equity shareholders of the
Company of RMB1,194,732,000 (2010: RMB635,072,000) divided by the weighted average number of ordinary shares
after adjusting for the effects of all dilutive potential ordinary shares under the Company’s Pre-IPO Share Option
Scheme (note 29), calculated as follows:

2011 2010
Number of share assumed to be in issue at 1 January 3,500,000,000 3,500,000,000
Effect of deemed issue of ordinary shares under
the Company’s Pre-IPO Share Option Scheme 29,750,000 29,750,000
Weighted average number of ordinary shares (diluted)
at 31 December 3,529,750,000 3,529,750,000
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Property, plant and equipment

Furniture,
office
Motor equipment
Buildings vehicles and others Total
RMB’000 RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2010 9,081 10,350 2,628 22,059
Other additions — 1,373 957 2,330
Disposals of subsidiaries — — (241) (241)
Disposals (329) — — (329)
At 31 December 2010/1 January 2011 8,752 11,723 3,344 23,819
Additions 329 2,498 1,615 4,442
Additions through acquisition of subsidiaries — 942 138 1,080
At 31 December 2011 9,081 15,163 5,097 29,341
Accumulated depreciation:
At 1 January 2010 1,220 1,475 404 3,099
Charge for the year 424 1,776 489 2,689
Disposals of subsidiaries — — (60) (60)
Written back on disposals (79) — — (79)
At 31 December 2010/1 January 2011 1,565 _________ 3,251 ___________ 833 _________ 5,649
Charge for the year 329 2,132 604 3,065
At 31 December 2011 1,894 5,383 1,437 8,714
Net book value:
At 31 December 2011 7,187 9,780 3,660 20,627
At 31 December 2010 7,187 8,472 2,511 18,170

The buildings are all situated on land in the PRC held under medium-term leases.
As at 31 December 2011, certain building of the Group with carrying value of RMB2,420,000 was without building

ownership certificate (2010: RMB2,571,000). The Group was in progress of applying for the relevant building ownership
certificates.
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Investment properties

Investment
Investment properties under
Properties development Total

RMB’000 RMB’000 RMB’000
At 1 January 2010 514,000 1,398,800 1,912,800
Additions — 161,467 161,467
Fair value adjustments 45,582 580,981 626,563
Transfer to investment properties 569,248 (569,248) —
Transfer to non-current assets held for sale (116,380) (379,200) (495,580)
At 31 December 2010 1,012,450 1,192,800 2,205,250
Representing:
Cost 220,398 121,692 342,090
Fair value adjustments 792,052 1,071,108 1,863,160

1,012,450 1,192,800 2,205,250
At 1 January 2011 1,012,450 1,192,800 2,205,250
Additions through acquisition of subsidiaries — 1,059,752 1,059,752
Additions — 243,584 243,584
Fair value adjustments 135,350 130,949 266,299
Transfer to investment properties 994,200 (994,200) —
Transfer to non-current assets held for sale — (1,785) (1,785)
At 31 December 2011 2,142,000 1,631,100 3,773,100
Representing:
Cost 453,565 1,191,331 1,644,896
Fair value adjustments 1,688,435 439,769 2,128,204

2,142,000 1,631,100 3,773,100
Book value:
At 31 December 2011 2,142,000 1,631,100 3,773,100
At 31 December 2010 1,012,450 1,192,800 2,205,250

The Group’s investment properties were revalued as at 31 December 2011 by an independent firm of surveyors, Savills
Valuation and Professional Services Limited (“Savills”) whom have recent experience in the location and category of
property being valued. The valuation were carried out by Savills with reference to market value of property interest,
which intended to be the estimated amount for which a property should be exchanged on the date of valuation between a
willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. In valuing the property interest in the PRC, Savills has adopted the
investment approach (income approach) by taking into account the current rental income of the property interest and the
reversionary potential of the tenancy, and also adopted the direct comparison approach and made reference to the recent
transactions for similar premises in the proximity. Adjustments have been made for the differences in transaction dates,
building age, floor area etc, between the comparable properties and the subject property.

Certain bank loans granted to the Group were jointly secured by investment properties and investment properties under
development with an aggregate book value of RMB2,671,534,000 (2010: RMB691,831,000) (note 25).

The Group’s investment properties are held on leases of between 40 to 70 years in the PRC as at 31 December 2011 and 31
December 2010.
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13 Interest in a jointly controlled entity

The Group
2011 2010
RMB’000 RMB’000
Share of net assets 42,135 44,543
Representing:
Share of net assets as at 1 January 44,543 49,298
Share of losses (2,408) (4,755)
Share of net assets as at 31 December 42,135 44,543
The Group has the following interests in a jointly controlled entity:
Registered/
Date and place paid-in Effective interest held Principal
Name of company of establishment capital registered by the Group activity
2010 2011
Wuhan Big World Investment 12 May 2008 PRC 100,000,000 50% 50% Property
Development Co., Ltd. development

(“Wuhan Big World
Investment”)

RER AR EER
FHBRAT] * (note)

* This entity is a PRC limited liability company. The English translation of the company name is for reference only. The
official name of this company is in Chinese.

Summary financial information on the jointly controlled entity

Loss for
Assets Liabilities Equity Revenue the year
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2011
100 per cent 752,907 (668,637) 84,270 — 4,816)
Group’s effective interest 376,454 (334,319) 42,135 — (2,408)
2010
100 per cent 96,578 (7,493) 89,085 — (9,510)
Group’s effective interest 48,289 (3,746) 44,543 — (4,755)
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14 Income tax in the consolidated statement of financial position

(a) Current taxation in the consolidated statement of financial position represents:

The Group

2011 2010
RMB’000 RMB’000

Current tax recoverable:
PRC Corporate Income Tax 420 —
PRC Land Appreciation Tax 2,940 39,529
3,360 39,529

Current tax payable:

PRC Corporate Income Tax 364,993 27,615
PRC Land Appreciation Tax 17,440 1,302
382,433 28,917

(b) Deferred tax assets and liabilities recognised.:

The components of deferred tax assets/(liabilities) recognised in the consolidated statement of financial position and
the movements during the year are as follows:

Provision  Fair value Withholding Temporary

for PRC adjustments tax on  difference

Land for profits of on

Appreciation  investment PRC  promotion
Tax  properties subsidiaries expense Others Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Deferred tax arising from:

At 1 January 2010 781 (413,659) — 9,025 81 (403,772)
Charged to the consolidated income
statement (36,334) (156,641) — (9,025) (2,015) (204,015)

Transfer to liabilities directly associated
with non-current assets classified

as held for sale 26,018 104,510 — — — 130,528
At 31 December 2010 (9,535) (465,790) — — (1,934) (477,259)
At 1 January 2011 (9,535) (465,790) — — (1,934) (4717,259)
Credited/(charged) to the

consolidated income statement 13,108 (66,575) (4,301) — (29) (57,797)

Transfer to liabilities directly associated
with non-current assets classified
as held for sale — 314 — — — 314

At 31 December 2011 3,573 (532,051) (4,301) — (1,963) (534,742)
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The Group

2011 2010
RMB’000 RMB’000

Net deferred tax liabilities recognised in the consolidated statement
of financial position 534,742 477,259

(¢) Deferred tax assets not recognised

In accordance with the accounting policy set out in note 1(s), the Group has not recognised deferred tax assets in
respect of unused tax losses of RMB36,987,000 as at 31 December 2011 (2010: RMB19,490,000). The directors
consider it is not probable that future taxable profits against which the losses can be utilised will be available from
these subsidiaries.

The unrecognised tax losses will expire in the following years:

The Group
2011 2010
RMB’000 RMB’000
2013 556 1,586
2014 3,842 5,406
2015 10,446 12,498
2016 22,143 —

(d) Deferred tax liabilities not recognised

The PRC Corporate Income Tax Law and its implementation rules impose a withholding tax at 10%, unless reduced by
a tax treaty or arrangement, for dividends distributed by PRC-resident enterprises to their non-PRC-resident corporate
investors for profits earned since 1 January 2008. Under the Sino-Hong Kong Double Tax Agreement, a qualified Hong
Kong tax resident is entitled to a reduced withholding tax rate of 5% if the Hong Kong tax resident is the “beneficial
owner” and holds 25% or more of the equity interest of the PRC enterprise directly.

Since the Group could control the quantum and timing of distribution of profits of the Group’s subsidiaries in the PRC,
deferred tax liabilities are only provided to the extent that such profits are expected to be distributed in the foreseeable
future.

As at 31 December 2011, the aggregate amounts of PRC undistributed profits of the Group’s PRC subsidiaries in
respect of which the Group has not provided for dividend withholding tax were approximately RMB946,138,000
(2010: RMB53,299,000).

Interests in subsidiaries

The Company

2011 2010

RMB’000 RMB’000

Unlisted investment, at cost —_ —
Capital contribution to subsidiaries 15,811 —
Amounts due from subsidiaries 963,761 —
979,572 —

The balances with subsidiaries are unsecured, interest-free and have no fixed terms of repayment. The balances are expected
to be recovered after more than one year.
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The following list contains the particulars of principal subsidiaries of the Group at 31 December 2011. The class of shares
held is ordinary unless otherwise stated.

Name of company

Zall Development (BVI)
Holding Company Limited
(IR (BVI) #EK
HRAT)

Zall Development (HK)
Holding Company Limited
(“Zall Hong Kong” or
(HWBE (F) Bk
HIRAH )

Zall Development (Wuhan)

Co., Ltd. (“Zall Development

China” or TR (HE)
AR ] *)

North Hankou Group Co., Ltd.
(“North Hankou Group” or

BEOALEEA R H *)

Zall Investment Group Co., Ltd.
(“Zall Investment Group” or

SREEREARAR *)

Wuhan Logistics Enterprise
Community Investment
Development Co., Ltd.
(T W gt s 5
AR *)

Wuhan North Hankou
International Goods Trading
Center Co., Ltd.
(VT 1 A R s
25 RLATIRAT %)

Wuhan North Hankou Trade
Market Investment Co., Ltd.
(REEOIHETGHRE
AR 7] *)

Wuhan North Hankou Market
Management Co., Ltd.
(REE DTG E A
AR *)

Wuhan North Hankou Logistics

Co., Ltd.

(R DAL RA R A A %)

Place of
incorporation
and operation

10 September
2010

British Virgin
Islands (“BVI”)

25 March 2003
Hong Kong

23 October 1998
The PRC

11 February
2009
The PRC

31 December
2004
The PRC

3 March 2011

The PRC

6 April 2011
The PRC

16 April 2007
The PRC

14 March 2008
The PRC

14 January 2009
The PRC

Particulars
of issued
and paid up
capital

HKS$1

HK$100

HK$2,800,000

RMB59,600,000

RMB100,000,000

RMB30,000,000

RMB1,000,000

RMBS55,000,000

RMB1,000,000

RMB10,000,000
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Proportion of ownership interest

Group’s
effective
interest

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

held by the
Company

100%

held by a
subsidiary

100%

100%

100%

100%

100%

100%

100%

100%

100%

Principal
activity

Investment
holding

Investment
holding

Investment
holding

Investment
holding

Investment
holding and
property
Development

Property
development

Property
development

Property
development

Property
management

Logistics
management



Place of
incorporation

Name of company and operation

Wuhan North Hankou 12 March 2009
Commercial Services Co., Ltd. The PRC
(BB L v SRS
AR )

Wuhan North Hankou Shangqing 11 December
Adpvertising Co., Ltd. 2008
(R O LR R B A The PRC
AR )

Wuhan North Hankou Xincheng 4 January 2010
Construction Co., Ltd. The PRC
(Qrwt SCARE IR ¥e 5
AR )

Wuhan Zongbu Jidi 9 January 2007
Construction Co., Ltd. The PRC
(AR
AR )

Wuhan Zall Center Investment 12 August 1996
Co., Ltd. The PRC
(REEWHORE
AR )

Wuhan Eastern Zall Properties 10 October 2007
Co., Ltd. (“Wuhan Zall Easter The PRC
Properties” or
R SRR A )

Wuhan Salon Investment 27 April 2010
Co., Ltd. The PRC
(REFBEEARAFA *)

Wuhan Zall City Investment and 8 April 2010
Development Co., Ltd. The PRC
(“Zall City Investment and
Development” or
T I
AHRAT *)

Wuhan Zall Property 24 October 2005
Management Co., Ltd. The PRC
(“Wuhan Zall Property
Management” or
R R B R A )

Hubei Zhuohua Real Estate 2 September
Co., Ltd. (“Zhuohua Real 2009
Estate” or The PRC

B R M A R A ] )

Particulars
of issued
and paid up
capital

RMB1,000,000

RMB1,500,000

RMB1,000,000

RMB20,000,000

RMB30,000,000

RMB30,000,000

RMB30,000,000

RMB50,000,000

RMB3,000,000

RMB246,000,000
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Proportion of ownership interest

Group’s

effective  held by the held by a

interest Company  subsidiary
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%
100% — 100%

Principal
activity

Property
management

Advertising
services

Property
development

Property
development

Property
development

Property
development

Property
development

Property
development

Property
management

Property
development



Place of
incorporation

Name of company and operation

Hubei Hu Pan Hao Ting Real 26 April 2004
Estate Development Co., Ltd. The PRC
(180 e 5 E T B
AR *)

Wuhan Xinrui Real Estate 22 June 2004
Development Co., Ltd. The PRC
(BRE 5 Hh s B g
AR *)

29 December
2009
The PRC

Wuhan Panlong Zall Properties
Co., Ltd. (“Wuhan Panlong
Properties” or

REBE AW ERARAT

8 April 2011
The PRC

Wuhan Development
(Xiangyang) Co., Ltd.
(HATERE (0

AR )
Zheng An Wuhan Company 18 October 1996
Limited The PRC

(“Zheng An Wuhan” or
EEEHE (KE) FRAF

25 October 2011
The PRC

Zall Development
(Shenyang) Co., Ltd.
(HAERE () ARAH)

Wuhan Zall Football Club 9 February 2011

Co., Ltd. The PRC
(T 7 IR S AL R R
AT

Shaanxi Zall Western Regions 22 December
Industrial Development Ltd. 2011
(“Zall Shaanxi”) The PRC
(I o 7 S
AR T #)

Zhen An Properties Limited 21 November
(“Zhen An Properties” or 1997
EZEE (H2HE) Cayman Island

HFEBMBARAF )

Particulars
of issued
and paid up
capital

RMBS50,000,000

RMB20,000,000

RMB10,000,000

HK$20,000,000/

HK$3,000,000

USD17,500,000

USD192,765,000/

USD65,540,731

RMB15,000,000

RMB100,000,000/
RMB30,000,000

USD10,000,000/
USD8,010,000

Proportion of ownership interest

Group’s
effective  held by the held by a
interest Company  subsidiary
100% — 100%
100% — 100%
100% — 100%
100% — 100%
51% — 51%
100% — 100%
100% — 100%
70% — 70%
100% — 100%

Principal
activity

Property
development

Property
development

Property
development

Advertising
services

Property
development

Property
development

Football Club

Property
development

Investment
holding

* These entities are all PRC limited liability companies. The English translation of the company names is for reference
only. The official names of these companies are in Chinese.
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16 Properties under development

(a)

(b)

Properties under development in the consolidated statement of financial position comprise:

The Group
2011 2010
RMB’000 RMB’000
Expected to be recovered within one year
Properties under development for sale 1,057,527 515,381
Expected to be recovered after more than one year
Properties held for future development for sale 298,040 889,905
Properties under development for sale 1,339,978 152,344
1,638,018 1,042,249
2,695,545 1,557,630

As at 31 December 2011, certain properties under development of the Group, which amounted to RMB41,610,000
(2010: RMB36,311,000), were designated only for the Group’s own use according to the relevant land use right
agreement. They were not freely transferable and were not able to let out for rental income purpose. The Group is
in progress of negotiating with the relevant land bureau for changing the designated use of the properties as at 31
December 2011.

The analysis of carrying value of leasehold land included in properties under development is as follows:

The Group
2011 2010
RMB’000 RMB’000
In the PRC, with lease term of 50 years or more: 586,947 1,027,128

As at 31 December 2011, properties under development with an aggregate carrying value of RMB151,357,000 (2010:
RMB108,953,000) was pledged for certain bank loans granted to the Group (note 25).

17 Completed properties held for sales

18

All completed properties held for sale are located in the PRC on leases between 40 to 70 years. All completed properties
held for sale are stated at cost.

Completed properties held for sale with an aggregate carrying value of RMB117,796,000 as at 31 December 2011 (2010:
RMB Nil) and were pledged for certain bank loan granted to the Group (note 25).

Inventories

Inventories are low-value consumables stated at cost.
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20

21

Trade and other receivables, prepayments

The Group The Company
2011 2010 2011 2010
RMB’000 RMB’000 RMB’000 RMB’000
Amounts due from third parties
Trade receivables 84,968 72,337 — —
Prepaid business tax and other tax 32,116 57,404 — —
Deposits, prepayments and other receivables 786,576 132,015 — —
Amounts due from related parties
Amounts due from Controlling Equity Owners — 932 — —
Amounts due from other Directors —_ 22,109 —_ —
Amounts due from Zall Holding Co., Ltd.
(“Zall Holding™) — 5,025 — —
903,660 289,822 — —

During the year ended 31 December 2011, the maximum amount outstanding due from directors is RMB22,109,000 (2010:
RMB93,810,000).

Trade receivables are primarily related to proceeds from the sale of properties. Proceeds from the sale of properties are
made in lump-sum payments or paid by installments in accordance with the terms of the corresponding sale and purchase
agreements. If payment is made in lump-sum payment, settlement is normally required by date of signing the sales contract.
If payments are made in installments, 50% of the purchase price is required upon executing the contract with the balance
payable by date of signing the contract.

The remaining balance of trade receivables are expected to be recovered within one year.

All trade and other receivables are denominated in Renminbi and are neither past due nor impaired.

Amounts due from related parties are unsecured, interest free and have no fixed terms of repayment.

The details on the Group’s credit policy are set out in note 31(a).

Restricted cash

Restricted cash with an aggregate carrying value of RMB 19,329,000 as at 31 December 2011 (2010: RMB12,800,000) were
pledged for certain bank loans granted to the Group (note 25).

Cash and cash equivalents

Cash and cash equivalents comprise:

The Group
2011 2010
RMB’000 RMB’000
Cash at bank and in hand 970,540 304,874

As at 31 December 2011, the cash and bank balances of PRC subsidiaries comprising the Group is not freely convertible into
other currencies and subject to Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations.
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Included in cash at bank and in hand are the following amounts denominated in a currency other than the functional currency

of the major operating subsidiaries of the Group:

In original currency
Hong Kong Dollar (HK$)

Cash generated from operations

Reconciliation of profit before taxation to cash generated from operations:

Note
Profit before taxation
Adjustments for:
Amortisation 5(c)
Depreciation 5(c)
Loss on disposal of asset held for sale
Gain on sale of property, plant and equipment
Interest income 5(a)
Interest expense and other borrowing cost 5(a)
Investment income from available-for-sale unlisted
equity securities
Increase in fair value of investment properties and
non-current assets classified as held for sale
Share of profit less losses of a jointly controlled entity 14
Equity settled share based payment 5(b)
Amortisation of deferred income 26(ii1)

Increase in properties under development, completed properties
held for sale, inventories, investment properties

Increase in trade and other receivables, prepayments

Increase in trade and other payables

Increase in government grants received

Cash (used in)/generated from operations

41

The Group

2011 2010
’000 "000
52,537 1,248
2011 2010
RMB’000 RMB’000
1,797,755 921,573
— 25
3,065 2,689
44,623 —

— (216)

(5,108) (626)
5,510 —

— (249)

(255,881) (626,563)
2,408 4,755
12,567 8,693
(6,287) —
1,598,652 310,081

(1,402,294) (1,072,581)

(618,657) (120,552)
153,214 790,262
44,499 560,000
(224,586) 467,210
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Non-current assets classified as held for sale/liabilities directly associated with non-current assets classified as held for
sale

During the year ended 31 December 2010, the directors revisited the Group’s investment property portfolio and committed
to a plan to sell certain units of its investment properties. Such investment properties are available for immediate sale in its
present condition and the directors consider that its sales is highly probable within one year of the classification of assets as
held for sale. As at 31 December 2011, the non-current assets classified as held for sale and the liabilities directly associated
with such assets are as follows:

Non-current assets classified as held for sale

The Group
2011 2010
RMB’000 RMB’000
Investment properties 195,000 495,580
Liabilities directly associated with non-current assets classified as held for sale
The Group
2011 2010
RMB’000 RMB’000
Deferred tax liabilities 44,109 130,528

As at 31 December 2010, certain non-current assets classified as held for sale were pledged for certain bank loans granted to
the Group (note 25). There was no such pledge of assets as at 31 December 2011.

Trade and other payables

The Group The Company
2011 2010 2011 2010
RMB’000 RMB’000 RMB’000 RMB’000
Amounts due to third parties
Trade payables (note ii) 477,868 277,001 — —
Receipts in advance 956,646 1,344,103 — —
Other payables and accruals 382,070 105,251 1,200 —
1,816,584 1,726,355 1,200 —
Amounts due to related parties (note i)
Amounts due to the Controlling Equity Owners — 3,914 — —
Amounts due to subsidiaries — — 42,474 —
— 3914 42,474 —
1,816,584 1,730,269 43,674 —

Notes:

(i) Amounts due to related parties are unsecured, interest free and have no fixed terms of repayment.
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(i) Included in trade and other payables are trade creditors with the following aging analysis as at the end of the reporting

period:

The Group
2011 2010
RMB’000 RMB’000
Due within 1 months or on demand 364,018 179,914
Due after 1 month but within 3 months 4,615 1,517
Due after 3 months 104,235 95,570
477,868 277,001

Trade payables mainly represent amounts due to contractors. Payment to contractors is in installments according to
progress and agreed milestones. The Group normally retains 2% to 5% as retention payment.

Included in trade payables were retention payables which were expected to be settled after more than one year
amounted to RMB51,936,000 (2010: RMB21,308,000).

25 Bank loans

At 31 December 2011, the Group’s secured bank loans were repayable as follows:

The Group
2011 2010
RMB’000 RMB’000
Current
Current portion of non-current bank loans 374,454 167,000
Non-current
Bank loans 1,378,354 339,693
Less: current portion of non-current bank loans (374,454) (167,000)
1,003,900 172,693
1,378,354 339,693

At 31 December 2011, the bank loans are all denominated in functional currency of respective subsidiaries now comprising
the Group.

At 31 December 2010, secured bank loans with value of RMB31,500,000 were guaranteed by Ms. Chen Lifen, one of the
Controlling Equity Owners. According to a written confirmation issued by China Construction Bank Wuhan Huang Pi
Branch B 3 s8R AT B A PR 2N m) B TE BT 3247 , this guarantee was released upon the listing of the Company’s shares
on the Main Board of Stock Exchange, being 13 July 2011.
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The bank loans bear interest ranging from 5.67% to 9.66% per annum for the year ended 31 December 2011 (2010: 5.60% to
7.02% per annum), and are secured by the following assets:

The Group
2011 2010
RMB’000 RMB’000
Restricted cash 19,329 12,800
Investment properties 1,627,534 286,979
Investment properties under development 1,044,000 404,852
Leasehold land held for development for sale 21,270 49,630
Properties under development for sale 130,087 59,323
Non-current assets classified as held for sale —_ 378,493
Completed properties held for sale 117,796 —
2,960,016 1,192,077

At 31 December 2011, RMB170,000,000 (2010: RMB Nil) of the Group’s current bank loans are subject to the fulfilment
of covenants relating to certain of the Group’s ratio. If the Group were to breach the covenants, the drawn down facilities
would become payable on demand. The Group regularly monitors its compliance with these covenants and no non-
compliance is noted during the period. Further details of the Group’s management of liquidity risk are set in note 31(b).

Deferred income

The Group
2011 2010
RMB’000 RMB’000
At 1 January 577,171 —
Movement during the year
Government grants received (note (i)) 44,499 560,000
Deferred revenue in relation to certain sale and leaseback arrangement (note (ii)) — 23,423
Amortisation during the year (6,287) (6,252)
615,385 577,171
Less: amount included under “current liabilities” (608,348) (566,286)
Amount included under non-current liabilities 7,035 10,885
Notes:

(i) During the year ended 31 December 2010, the Group received an advance of RMB560,000,000 from a local
government office, namely 7 7 5 PG W A\ R BUM IS B M {538 #757 i . Pursuant to a written notice issued
by T T AP I B BUR IS BB A e S i P BT dated 2 April 2011, such grant is for subsidising the
infrastructure construction of a project undertaken by one of the Group’s subsidiaries, namely Zall City Investment and
Development. During the year ended 31 December 2011, the Group further received RMB44,499,000 from the same
government office for the above mentioned project.
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(i) In conjunction with certain sale contracts entered into by the Group for sale of properties, the Group subsequently
leased back certain sold properties from the respective buyers under operating leases for a term of 5 years at an agreed
rental rate. Under the terms of those lease agreements (collectively referred as the “Leaseback Agreements”) entered
into between the Group (as lessee) and the respective buyers (as lessors), the agreed rental rate was above the then
prevailing market rents for similar properties. The directors have confirmed that the leased properties under such
Leaseback Agreements are for sublease purpose and the Group has subleased certain of such properties to external
tenants at the then prevailing market rents during the year ended 31 December 2010. Upon recognition of the sale
of such properties, a portion of the sale proceeds, which represents the present value of the difference between the
agreed rents under the Leaseback Agreements and the then prevailing market rents as determined at the inception of
the Leaseback Agreements, is deferred and amortised over the respective lease terms of the Leaseback Agreements as a
subsidy for subsequent rental expenses. For the year ended 31 December 2011, the deferred revenue arising from such
sale and leaseback arrangements amounted to RMB23,423,000 and the amount credited to “rental expense” in the year
ended 31 December 2011 was RMB6,287,000 (2010: RMB6,252,000). For the balance of deferred revenue as at 31
December 2011, RMB3,849,000 of which is expected to be settled within one year and the remaining RMB7,035,000
is expected to be settled in July 2012 through 2015. No revenue was recognised from sales of such properties for the
year ended 31 December 2011 (2010: RMB104,708,000).

Long term payable

The Group’s long term payable represents the rental deposits received from the tenants which are expected to be settled after
more than one year.

Employee retirement benefits
Defined contribution retirement plans

The Group operates a Mandatory Provident Fund Scheme (“the MPF scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the jurisdiction of the Hong Kong Employment Ordinance. The
MPF scheme is a defined contribution retirement plan administered by independent trustees. Under the MPF scheme, the
employer and its employees are each required to make contributions to the plan at 5% of the employees’ relevant income,
subject to a cap of monthly relevant income of HK$20,000. Contributions to the plan vest immediately.

As stipulated by the regulations of the PRC, the Group participates in various defined contribution retirement plans
organised by municipal and provincial governments for its employees. The Group is required to make contributions to
the retirement plans at 20% of the salaries, bonuses and certain allowances of the employees. A member of the plan is
entitled to a pension equal to a fixed proportion of the salary prevailing at the member’s retirement date. The Group has no
other material obligation for the payment of pension benefits associated with these plans beyond the annual contributions
described above.

Equity settled share based payments

On 1 June 2010, Zall Development Hong Kong, a wholly owned subsidiary of the Group, adopted a share option scheme
(the “2010 Share Option Scheme”) to invite certain eligible participants to take up options (the “2010 Share Options”) to
subscribe for 1% shares of the to-be-listed company that will be incorporated as part of the Reorganisation of the Company
at an exercise price of RMB227,047 per share and total number of outstanding share options is 100. Pursuant to the 2010
Share Option Scheme documents, the 2010 Share Options cannot be vested until after an initial public offering occurs.

Pursuant to the relevant terms of the 2010 Share Option Scheme, the 2010 Share Options will be converted into share
options of the Company with the exercise price and number of employee share options to be adjusted proportionately upon
the exchange of the options.

Pursuant to the option exchange letters executed by each of the grantees in favour of the Company and Zall Development
Hong Kong on 20 June 2011 (the date of modification), the 2010 Share Options were converted into share options of the
Company. Accordingly, 100 share options under the 2010 Share Option Scheme were converted into 29,750,000 share
options of Pre-IPO Share Option Scheme issued by the Company with same terms and conditions, except that the respective
exercise prices were adjusted on a proportionate basis. The conversion of the share options was considered a modification
to the 2010 Share Options. The modification did not result in any incremental value in respect of the fair value of the share
option at the date of modification.
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The terms and conditions of the Pre-IPO Share Options Scheme on an as adjusted basis that existed during the period are as

follows:

Number of

pre-IPO Share
options granted

Date granted Vesting date Expiry date Directors employees Total
1 June 2011 13 July 2011 12 July 2012 2,037,875 937,125 2,975,000
1 June 2011 13 July 2012 12 July 2013 3,056,812 1,405,688 4,462,500
1 June 2011 13 July 2013 12 July 2014 4,075,750 1,874,250 5,950,000
1 June 2011 13 July 2014 12 July 2015 5,094,688 2,342,812 7,437,500
1 June 2011 13 July 2015 12 July 2016 6,113,625 2,811,375 8,925,000

20,378,750 9,371,250 29,750,000

(i) The number and weighted average exercise price of Pre-IPO Share Option Scheme on an as adjusted basis are as
Sollows:

Weighted
average
Exercise price Number of
per share options
HK$
On 21 June 2011 and as at 31 December 2011 0.871 29,750,000

The weighted average remaining expected life of Pre-IPO Share Option is 5 years.
(ii) Valuation of the options granted under the Pre-IPO Share Option Scheme
The fair value of services received in return for the 2010 Share Option is measured by reference to the fair value of

2010 Share Options granted. The estimated fair value of the 2010 Share Options is measured based on a binomial (Cox,
Ross, Rubinstein) option pricing model with the following assumptions:

Expected volatility (expressed as weighted average volatility used in

the modelling under Binomial model) 56%
Option life 6 years
Expected dividends Nil
Risk-free interest rate 1.92%

The expected volatility is based on past few years’ historical price volatility of similar listed companies. Expected
dividends are based on management’s best estimation. The risk-free rate is referenced to the yields of Hong Kong
Exchange Fund Bills/Notes.

Except for the conditions mentioned above, there were no other market conditions and service conditions associated
with the Pre-IPO Share Options.
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30 Share capital and reserves
(a) Movements in components of equity

The reconciliation between the opening and closing balances of each component of the Group’s consolidated equity
is set out in the consolidated statement of changes in equity. Details of the changes in the Company’s individual
components of equity between the beginning and the end of the reporting period are set out below:

Equity

settled

share

based
Share Share payment  Exchange Retained Total
capital premium reserve reserve profits equity
Note RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

30(c)(iv) 30(c)(iii)
At 22 September 2010

(date of incorporation) — — — — — —

Changes in equity for the period from
22 September 2010 to
31 December 2010:

Total comprehensive income
for the period — — — — — —

At 31 December 2010 and
1 January 2011 — — — — — _

Changes in equity for the year ended

31 December 2011:
Total comprehensive income for the year — — — (19,047) 250,787 231,740
Issue of shares, net of listing expenses 30(b)(iii)(b) 4,361 1,204,399 — — — 1,208,760
Capitalisation issue 30(b)(iii)(c) 24,710 (24,710) — — — —
Equity-settled share based transaction — — 21,260 — — 21,260
Dividends declared during the year 31(g)@)/(i1) — — — — (242,359) (242,359)
At 31 December 2011 29,071 1,179,689 21,260 (19,047) 8,428 1,219,401
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(b) Share capital

2011 2010
No. of shares Amount  No. of shares Amount
000 HK$’000 "000 HK$’000

Authorised:
Ordinary shares of HK$0.01 each 8,000,000 80,000 380 380
Issued and fully paid:
Ordinary shares of HK$0.01 each
At 1 January 10 — 10 —
Issue of shares by public offering 525,000 5,250 — —
Capitalisation issue 2,974,990 29,750 — —
At 31 December 3,500,000 35,000 10 —

(i) The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary shares rank equally with regard to the Company’s
residual assets.

(ii)) With the completion of the Reorganisation on 13 October 2010, the share capital as at 31 December 2010
represents the issued share capital of the Company comprising 10,000 shares of HK$0.01 each.

(iii) During the year ended 31 December 2011:

(a)

(b)

(©

Pursuant to the written resolution of the Company’s shareholder passed on 20 June 2011, the authorised
share capital of the Company was increased from HK$380,000 to HK$80,000,000;

The shares of the Company were listed on the Stock Exchange on 13 July 2011, with a total number
of 3,500,000,000 shares, among which 525,000,000 shares (15% of the total number of shares of the
Company) were issued to the public. The gross proceeds received by the Company from the public offering
were approximately HK$1,517,250,000.

In addition, 2,974,990,000 ordinary shares of HK$0.01 each were issued at par value to the shareholders
of the Company as of 13 July 2011 by way of capitalisation of HK$29,749,900 (equivalent to
RMB24,710,000) from the Company’s share premium account.

(iv) During the year ended 31 December 2010:

(a)

(b)

(c)

(d)

(e)

Zall Investment Group paid a cash consideration of RMB3,000,000 to Zall Holding for the acquisition of the
entire equity interests in Wuhan Zall Property Management. For the purpose of these financial statements, it
is regarded as a deemed distribution to the Controlling Equity Owners.

Zall Investment Group disposed of JtE{HFTILEREHIR/AF (“Zall Jiye Investment”) and it
A RE T3 A FR/AF] (“Zall Biotech Construction”) to Zall Holding at cash considerations of
RMB50,000,000 and RMB15,000,000 respectively. North Hankou Group disposed of itV FR4(E B
EH MR/ F (“Wuhan Zhongbang Network™) to Zall Holding at a cash consideration of RMB4,500,000.
The considerations received less the net assets of the subsidiaries disposed of were recognised as deemed
distributions to the Controlling Equity Owners in the consolidated statements of changes in equity.

Zall Development China paid a cash consideration of RMB74,500,000 to Zall Holding for the acquisition
of the entire equity interests in North Hankou Group. For the purpose of these financial statements, it is
regarded as a deemed distribution to the Controlling Equity Owners.

Zall Development China paid a cash consideration of RMB92,416,000 to Zall Holding for the acquisition
of the entire equity interests in Zall Investment Group. For the purpose of these financial statements, it is
regarded as a deemed distribution to the Controlling Equity Owners.

Zall Investment Group paid a cash consideration of RMB50,000,000 to Zall Holding for the acquisition
of the entire equity interests in Zhuohua Real Estate. For the purpose of these financial statements, it is
regarded as a deemed distribution to the Controlling Equity Owners.
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(c) Reserves

(i)

Share premium

Under the Companies Law of the Cayman Islands, the share premium account of the Company may be applied
for payment of distributions or dividends to shareholders provided that immediately following the date on which
the distribution or dividend is proposed to be paid, the Company is able to pay its debts as they fall due in the
ordinary course of business.

(ii) PRC statutory reserve

Pursuant to the Articles of Association of the Group’s PRC subsidiaries and relevant statutory regulations,
appropriations to the statutory reserve fund were made at 10% of profit after tax determined in accordance in
accounting rules and regulations of the PRC until the reserve balance reaches 50% of the registered capital.
This reserve fund can be utilised in setting off accumulated losses or increasing capital of the PRC subsidiaries
provided that the balance after such conversion is not less than 25% of their registered capital, and is non-
distributable other than in liquidation.

(iii) Exchange reserve

The exchange reserve comprises all relevant exchange differences arising from the translation of the financial
statements of operations with functional currency other than Renminbi. The reserve is dealt with in accordance
with the accounting policy set out in note 1(v).

(iv) Equity settled share-based payment reserve

Equity-settled share-based payment reserve represents the fair value of the actual or estimated number of
unexercised share options granted to employees of the Group in accordance with the accounting policy adopted
for share-based payments in note 1(r)(iii).

(v) Other reserve

Other reserve is resulted from transactions with owners in their capacity as the equity owners. The balance
comprises capital reserve surplus/deficit arising from the difference between the disposal/acquisition
consideration and its net assets value at the respective date of disposal/acquisition. The movement for the
year ended 31 December 2011 mainly represents the difference between the fair value and book value of the
acquirees’ net assets at the dates of acquisitions of non-controlling interests.

As part of the Reorganisation, Zall Holding transferred its equity interests in Wuhan Zall Property Management,
Zhuohua Real Estate, North Hankou Group and Zall Investment Group to the Group during the year ended 31
December 2010. For the purpose of these financial statements, a capital contribution of RMB7,316,000 was
resulted from these transfers.

As part of the Reorganisation, North Hankou Group and Zall Investment Group transferred their equity interests
in Wuhan Zhongbang Network, Zall Biotech Construction and Zall Jiye Investment to Zall Holding during
the year ended 31 December 2010. For the purpose of these financial statements, a deemed contribution of
RMB2,738,000 was resulted from these transfers.

(d) Non-controlling interests

(i)

During the year ended 31 December 2011 :

The paid-up capital of Zhuohua Real Estate, a non-wholly owned subsidiary increased by RMB 146,000,000, of
which RMB71,540,000 was paid up by the non-controlling equity holder.

The Group acquired the non-controlling interests in Zhuohua Real Estate at a consideration of RMB218,000,000.
Accordingly, the Group’s effective interest in Zhuohua Real Estate has increased to 100%.

The Group established Zhuoer Shaanxi, a non-wholly owned subsidiary. The paid-up capital is RMB30,000,000,
of which RMB9,000,000 was paid up by the non-controlling equity holders.
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(e)

(g)

(ii) During the year ended 31 December 2010:

(a) The Group acquired the non-controlling interests in Wuhan Eastern Zall Properties at a cash consideration
of RMB15,000,000.

(b) The Group disposed of its remaining 90% interests in Wuhan Zhongbang Network to Zall Holding for a
consideration of RMB4,500,000.

(c) Zall Investment Group paid a cash consideration of RMB50,000,000 to Zall Holding for the acquisition of
50% equity interests in Zhuohua Real Estate. Zall Investment Group then further acquired 1% equity interests
in Zhuohua Real Estate from the non-controlling equity holder at a cash consideration of RMB1,000,000.
Accordingly the Group’s effective interest in Zhuohua Real Estate has increased to 51%.

(d) Zhuohua Real Estate acquired the entire equity interest in Wuhan Panlong Properties from Zall Holding.
This resulted in a partial disposal of the Group’s effective interest in Wuhan Panlong Properties from 100%
to 51%.

Capital management

The Group’s primary objective when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to fund its property development projects, provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The Group actively and regularly reviews and manages its capital structure to maintain a balance between the higher
shareholders returns that might be possible with higher levels of borrowings and the advantages and securities afforded
by a sound capital position, and makes adjustments to the capital structure in light of changes in economic conditions.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.
Distributable reserve

As at 31 December 2011, the Company’s reserves available for distribution, calculated in accordance with the
Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands, amounted to
approximately RMB1,188,117,000 (2010: Nil). It represents the Company’s share premium account of approximately
RMB1,179,689,000 and retained earnings of approximately RMB&,428,000 in aggregate as at 31 December 2011,
which may be distributed provided that immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and when they fall due in the ordinary course of
business.

Dividends

(i)  Dividends payable to equity shareholders of the Company attributable to the year

2011 2010

RMB’000 RMB’000

Interim dividend declared and paid of HK$0.07 per ordinary share 200,778 —
Final dividend proposed after the end of the reporting period of

HK$0.03 per ordinary share 85,124 —

285,902 —

The interim dividend of HK$245,000,000 (equivalent to approximately RMB200,778,000) was declared and paid
during the year ended 31 December 2011.

The final dividend proposed after the end of the reporting period has not been recognised as a liability at the end
of the reporting period.
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(ii) Dividends payable to equity shareholders of the Company attributable to the previous financial year, approved
and paid during the year

2011 2010
RMB’000 RMB’000

Final dividend in respect of the previous financial year,
approved and paid during the year 41,581 144,975

(a) During the year ended 31 December 2010, North Hankou Group declared dividends of approximately
RMB144,975,000 to Zall Holding.

(b) Pursuant to the resolutions passed at the board of directors’ meeting on 31 May 2011, dividends of
HK$50,000,000 (equivalent to approximately RMB41,581,000) were declared by the Company to its
shareholder.

Financial risk management and fair values

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the Group’s business. These risks
are limited by the Group’s financial management policies and practices described below:

(a)

(b)

Credit risk

The Group’s credit risk is primarily attributable to bank deposits, and trade and other receivables. The Group maintains
a defined credit policy and the exposures to these credit risks are monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit ratings and the Group has exposure limit to any single
financial institution. Given their high credit ratings, management does not expect any of these financial institutions will
fail to meet their obligations.

In respect of rental income from leasing properties, sufficient rental deposits are held to cover potential exposure to
credit risk. An aging analysis of the receivables is prepared on a regular basis and is closely monitored to minimise any
credit risk associated with these receivables. Adequate impairment losses have been made for estimated irrecoverable
amounts.

The Group has no concentrations of credit risk in view of its large number of customers. The Group did not record
significant bad debts losses during the year. The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated statement of financial position. Except for the financial guarantees
given by the Group as set out in note 33, the Group does not provide any other guarantees which would expose the
Group to credit risk. The maximum exposure to credit risk in respect of these financial guarantees at the end of the
reporting period is disclosed in note 33.

Further quantitative disclosures in respect of the Group’s exposure to credit risk arising from trade and other
receivables are set out in note 19.

Liquidity risk

The Group management reviews the liquidity position of the Group on an ongoing basis, including review of the
expected cash inflows and outflows, sale/pre-sale results of respective property projects, maturity of loans and
borrowings and the progress of the planned property development projects in order to monitor the Group’s liquidity
requirements in the short and longer terms. The Group’s policy is to regularly monitor liquidity requirements and its
compliance with lending covenants, to ensure that it maintains sufficient reserves of and adequate committed lines of
funding from major financial institutions to meet its liquidity requirements in the short and longer term.

Details of maturity analysis for financial liabilities are disclosed in notes 24 and 25.
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(c)

(d)

The Group:

2011
Contractual undiscounted cash outflow

More than More than

Within 1 year but 2 year but
1 year or less than less than More than Carrying
on demand 2 years S years S years Total amount
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Bank loans 479,187 319,787 809,195 — 1,608,169 1,378,354

2010

Contractual undiscounted cash outflow

More than ~ More than

Within 1 1 year but 2 year but
year or less than less than ~ More than Carrying
on demand 2 years 5 years 5 years Total amount
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000

Bank loans 190,757 185,422 — — 376,179 339,693

Interest rate risk

The Group’s interest rate risk arises primarily from cash and cash equivalents, restricted pledged deposits and
borrowings issued at variable rates.

The Group does not anticipate significant impact to cash and cash equivalents and the pledged deposits because the
interest rates of bank deposits are not expected to change significantly.

The interest rates and terms of repayment of bank loans of the Group are disclosed in note 25 to the consolidated
financial statements. The Group does not carry out any hedging activities to manage its interest rate exposure.

Sensitivity analysis

At 31 December 2011, it is estimated that a general increase/decrease of 54 basis points in interest rates, with all
other variables held constant, would decrease/increase the Group’s profit after tax and total equity attributable to
equity shareholders of the Company by approximately RMB1,653,000 (2010: decrease/increase profit after tax by
approximately RMB89,000).

Other components of consolidated equity would not be affected by the changes in interest rates.

The sensitivity analysis above indicates the instantaneous change in the Group’s profit/loss after tax and retained
profits and other components of consolidated equity that would arise assuming that the change in interest rates had
occurred at the end of each reporting period and had been applied to re-measure those financial instruments held by the
Group which expose the Group to interest rate risk at the end of each reporting period. The analysis is performed on
the same basis for the year ended 31 December 2010.

Currency risk

The Group’s businesses are located in the PRC and all sales transactions are conducted in RMB. Most of the Group’s
sales transactions are conducted in RMB.

The Group has not entered into any forward exchange contract.
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(e) Fair value

Amounts due to related parties are unsecured, interest free and have no fixed repayment terms. Given these terms it is
not meaningful to disclose their fair values.

All other significant financial assets and liabilities are carried at amounts not materially different from their fair values
as at 31 December 2011.

32 Commitments
(a) Operating lease commitment
— Lessor
The Group leases out a number of building facilities under operating leases. The leases typically run for an initial
period of 1 to 5 years, with an option to renew the leases after that date at which time all terms are renegotiated.

Further details of the carrying value of the investment properties are contained in note 12.

The Group’s total future minimum lease payments under non-cancellable operating leases are receivable as follows:

2011 2010

RMB’000 RMB’000

Within 1 year 12,793 4,847
After 1 year but within 5 years 40,022 16,827
Above 5 years 26,245 —
79,060 21,674

— Lessee
The Group leases a number of building facilities under operating leases. The leases typically run for an initial period
of 5 years, with an option to renew the lease after that date at which time all terms are renegotiated. None of the leases

includes contingent rentals.

During the year ended 31 December 2011, RMB7,827,000 (2010: RMB2,320,000) were recognised as an expense in
the consolidated income statement in respect of leasing of building facilities.

The Group’s total future minimum lease payments under non-cancellable operating leases are payable as follows:

2011 2010

RMB’000 RMB’000

Within 1 year 7,809 7,802
After 1 year but within 5 years 16,926 24,680
24,735 32,482

53



33

(b) Capital commitments on development costs

As at 31 December 2011, the Group’s capital commitments in respect of investment properties under development and
properties under development are as follows:

2011 2010
RMB’000 RMB’000

Contracted but not provided for
— Investment properties under development 12,391 74,265
— Properties under development 1,677,162 183,822
— Non-current assets classified as held for sale —_ 10,787
1,689,553 268,874

Contingent liabilities
Guarantees

The Group provided guarantees in respect of mortgage facilities granted by certain banks in connection with the mortgage
loans entered into by purchasers of the Group’s properties. Pursuant to the terms of the guarantees, if there is default of the
mortgage payments by these purchasers, the Group is responsible to repay the outstanding mortgage loans together with
any accrued interest and penalty owned by the defaulted purchasers to the banks. The Group’s guarantee period commences
from the dates of grant of the relevant mortgage loans and ends upon the earlier of the buyer obtained the individual property
ownership certificate and the full settlement of mortgage loans by the buyer.

The amount of guarantees given to banks for mortgage facilities granted to the purchasers of the Group’s properties at the
end of each reporting period is as follows:

2011 2010
RMB’000 RMB’000

Guarantees given to banks for mortgage facilities granted to
purchasers of the Group’s properties 998,763 489,417

The directors consider that it is not probable that the Group will sustain a loss under these guarantees as during the periods
under guarantees as the Group can take over the ownerships of the related properties and sell the properties to recover any
amounts paid by the Group to the banks. The directors also consider that the fair market value of the underlying properties
is able to cover the outstanding mortgage loans guaranteed by the Group in the event the purchasers default payments to the
banks.

The Group has not recognised any deferred income in respect of these guarantees as its fair value is considered to be
minimal by the Directors.
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Material related party transactions

(a)

(b)

(c)

Transactions with key management personnel

Remuneration for key management personnel of the Group, including amounts paid to the Company’s directors as
disclosed in note 7 is as follows:

2011 2010

RMB’000 RMB’000

Wages, salaries and other benefits 1,406 1,333
Contribution to defined benefit contribution retirement scheme 90 34
Equity-settled share-based payment expenses (note 29) 12,567 8,693
14,063 10,060

The above remuneration to key management personnel is included in “staff costs” (note 5(b)).
Balances with related parties

Balance with related parties were mainly resulting from the funding arrangements between these parties. Balances at
31 December 2011, and major terms of these balances are disclosed in notes 19 and 24.

The directors consider that all related party transactions during the year ended 31 December 2011 were conducted on
normal commercial terms and in the ordinary and usual course of the Group’s business.

Controlling Equity Owners refers to Mr. Yan Zhi and Ms. Chen Lifen.
Other related party transaction

During the year ended 31 December 2011, the Group received rental income of RMB12,000 (2010: RMB12,000) from
Zall Holding. As the percentage ratios for this related party transaction is less than 0.1%, the transaction is exempted
from the reporting, annual review, announcement and independent shareholders’ approval requirements applicable
under Chapter 14A of the Listing Rules as it falls within the de minimis threshold under Rule 14A.33 of the Listing
Rules.

Acquisition of subsidiaries

On 21 August 2011 (i) Zall Hong Kong, a wholly owned subsidiary of the Company, entered into the Zheng An Acquisition
Agreement with an independent third party in relation to the acquisition of the entire issued share capital of Zhen An
Properties, which in turn owns 48% equity interest in Zheng An Wuhan; and (ii) Zall Development China, a wholly owned
subsidiary of the Company, entered into the Equity Transfer Agreement with Huiyu Real Estate Co., Ltd. in relation to the
acquisition of 3% equity interest in Zheng An Wuhan.

Upon completion of the above acquisitions on 26 October 2011, the Group has effectively acquired 51% equity interests
in Zheng An Wuhan which hold a property development project in Wuhan. The aggregate consideration for the above
acquisitions is RMB523,680,000 (equivalent to approximately HK$637,755,000).
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The acquisition of these subsidiaries have the following combined effect on the Group’s assets and liabilities upon the date
of acquisition:

Recognised
Carrying values on
amount Adjustments acquisitions

RMB’000 RMB’000 RMB’000
Current assets 132,414 — 132,414
Non-current assets 144,370 915,382 1,059,752
Current liabilities (15,342) — (15,342)
Non-current liabilities (150,000) — (150,000)
Non-controlling interests (54,606) (448,538) (503,144)
Group’s share of net identifiable assets and liabilities 56,836 466,844 523,680
Total consideration, satisfied in cash 523,680
Total cash and cash equivalents acquired (52,865)
Net cash outflow 470,815

The above acquired subsidiaries major assets are investment properties under development. The directors consider that the
purpose of acquiring the subsidiaries are solely to acquire the underlying properties.

The above subsidiaries contributed an aggregate turnover of RMB nil and loss attributable to the equity shareholders of the
Company of RMB9,062,000 to the Group for the year ended 31 December 2011. Should the acquisitions had occurred on 1
January 2011, the consolidated turnover and the consolidated loss attributable to the equity shareholders of the Company for
the year ended 31 December 2011 would have been RMB nil and RMB9,999,000 respectively.

Immediate and ultimate controlling party
At 31 December 2011, the directors consider the immediate parent and ultimate controlling party of the Group to be Zall

Development Investment Company Limited and Mr. Yan Zhi respectively. Zall Development Investment Company Limited
does not produce financial statements available for public use.
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Possible impact of amendments, new standards and interpretations issued but not yet effective for the year ended 31
December 2011

Up to the date of issue of these consolidated financial statements, the IASB has issued a number of amendments, new
standards and interpretations which are not yet effective for the year ended 31 December 2011 and which have not been
adopted in these consolidated financial statements. These include the following which may be relevant to the Group:

Effective for accounting
period beginning on or after

— Amendments to IFRS 7, Financial Instruments: Disclosures — Transfers 1 July 2011
of financial assets

— Amendments to IAS 12, Income taxes — Deferred tax: Recovery of underlying assets 1 January 2012

— Amendments to IAS 1, Presentation of financial statements 1 July 2012
— Presentation of items of other comprehensive income

— IFRS 10, Consolidated financial statements Basis for conclusions on IFRS 10 1 January 2013

— IFRS 11, Joint arrangements — Basis for conclusions on IFRS 11 Basis 1 January 2013
for conclusions on IFRS 9 (2010)

— IFRS 12, Disclosure of interests in other entities Basis for conclusions on IFRS 12 1 January 2013

— IFRS 13, Fair value measurement 1 January 2013

— IAS 27, Separate financial statements (2011) 1 January 2013

— IAS 28, Investments in associates and joint ventures (2011) 1 January 2013

— Revised IAS 19, Employee benefits 1 January 2013

— Amendments to IFRS 7, Financial instruments: Disclosures 1 January 2013

— Offsetting financial assets and financial liabilities
The Group is in the process of making an assessment of what the impact of these amendments, new standards and

interpretations is expected to be in the period of initial application. So far it has concluded that the adoption of them is
unlikely to have a significant impact on the Group’s results of operations and financial position.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Overview
North Hankou Project

The North Hankou International Trade Center (the “North Hankou Project”), the Group’s flagship
project, is located in Wuhan, which has been known as “thoroughfare to nine provinces” (‘“ JL& %
f# 7). With such a prime location for China’s major business center boasts excellent geographical
advantages and strategic competitive edges. As the largest wholesale shopping mall in Central
China focusing on consumer products, the North Hankou Project is of a large scale with a total
site area of approximately over 1.8 million sq.m. Its wholesale mall units have a total GFA of
over 3.5 million sq.m. and its ancillary facilities cover an area of approximately 0.8 million sq.m.
It consists of 20 separate wholesale shopping malls, each serving a particular consumer product
sector. Featuring over one million kinds of merchandise, it will become a versatile international
marketplace for trading, exhibition, logistics, entertainment, service provision, etc. During the year
under review, the progress of the North Hankou Project was satisfactory, with construction of its
first phase expected to be completed in 2013 as scheduled.

The design of the North Hankou Project was inspired by the traditional wholesale trading district
on Hanzheng Street in Wuhan, from which tenants have been relocated starting in 2011. With
the auspices of the Wuhan government and its favourable policies, the North Hankou Project will
become the fourth generation of innovative wholesale market integrating comprehensive logistic
ancillaries, transport network, trading platform and amenities. The relocation of Hanzheng Street
has been expedited since the issuance of an order of the general relocation by the government in
August 2011, which in turn boosted sales growth of the North Hankou Project. During the year
under review, the Group sold and delivered a total GFA of 267,694 sq.m., at an average sale price
of RMBS8,979 per sq.m. The North Hankou Project contributed sales revenue of RMB2,403.7
million to the Group, representing an increase of 295.9% over the corresponding period last year.
As at 31 December 2011, construction of a total GFA of approximately 850,000 sq.m. at the North
Hankou Project was completed.

In 2011, the North Hankou Project entered into lease agreements with occupants for a total leased
area of approximately 52,000 sq.m.. During the year 2011, rental income amounted to RMBI11.1
million, representing an increase of 167.4% over the corresponding period last year.

As at 31 December 2011, over 5,000 occupants of the North Hankou Project started their
operations, of which approximately 60% had relocated from Hanzheng Street. Haining Leather
Mall ( ¥%2 /7 #345% ) officially opened for business at the footwear and leather products mall of the
North Hankou Project in September 2011. The initial lease agreements in respect of the tenants
from Haining Leather Mall have a term of three years and contributed a total rental income of
approximately RMB2.0 million. As at 31 December 2011, Haining Leather Mall has a total of over
300 occupants with an operating area extending to over 20,000 sq.m.
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To cope with the development needs of the North Hankou Project, the Integrated Development Plan
of North Hankou Xincheng (¥ Odt#ik4s &8 ##]) was implemented in Huangpi District,
Wuhan, in October 2011. It capitalized on projects under construction such as the extension of
Metro Line 1 and the extension of Jiefang Avenue (fi# il k%H), as well as the completed Wuhan
Boulevard (7% K%H), to form an express network with three channels to access the North Hankou
Project. Together with the North Hankou Passenger Terminal, the largest passenger terminal of
Wuhan which commenced construction at the end of 2011, the development of North Hankou
Xincheng is expected to be boosted. After the implementation of the plan, an extensive logistic
network between the North Hankou Project and the city of Wuhan will be formed and will bolster
the integration of the North Hankou Project into the city to facilitate its promising development.

No. 1 Enterprise Community

No. 1 Enterprise Community is a unique business park located in the Panlongcheng Economic and
Technology Development Zone (B FER A4 T B 25 [M) of Wuhan. It comprises low-density,
low-rise, single-tenant office buildings and high-rise office towers. Its major targets are small and
medium enterprises which are in need of business headquarters. Located within three kilometres of
the North Hankou Project, No. 1 Enterprise Community complements the North Hankou Project by
offering offices in close proximity for its North Hankou occupants.

No. 1 Enterprise Community, which consists of four phases, has a total site area of approximately
767,000 sq.m. and a total planned GFA of approximately 1.1 million sq.m.. It is expected to be fully
completed by 2015.

As at 31 December 2011, construction of phases I and II and No. 1 high-rise office tower has been
completed with a total GFA of approximately 170,000 sq.m.. For the year ended 31 December 2011,
the total GFA sold and delivered was 7,253 sq.m., accounted for a total sales revenue of RMB35.5
million with an average sale price of RMB4,890 per sq.m., representing an increase of 68.7% as
compared with the corresponding period last year.

Construction of phase III is expected to be completed by end of 2012 whereas the construction of
No. 2 and No. 3 high-rise office towers of No. 1 Enterprise Community commenced in March 2011
and is expected to be completed by December 2013.

In January 2012, the Group entered into an agreement for the acquisition of a parcel of land in Kaifu
District, Changsha, Hunan Province ( {#Fd &RV i Bf& ), at a total consideration of RMB38.7
million. The land use right covers an area of over 64,000 sq.m. and a planned GFA of 77,000 sq.m.
The Group will develop the parcel of land as Zall No. 1 Enterprise Community * Changsha (5.
Bt m o RYPAEFIEH). The project will comprise various types of commercial buildings,
such as a business hotel, Grade A office buildings and single-tenant office buildings, to provide
comprehensive ancillary facilities for its customers.
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Wuhan Salon

In 2010, the PRC Government designated Wuhan as the key regional center for Central China in
its strategic Central China Revitalization Plan, and the government intended to develop the cultural
industry in Central China. In March 2010, the Group entered into an investment agreement with the
People’s Government of Dongxihu District ( 5 PG i [& A FSEUF ) of Wuhan Municipality for the
development of Wuhan Salon. Pursuant to the agreement, the Group obtained parcels of land for the
development of Wuhan Salon and intended to transform it into a multi-structure and multi-function
cultural center in the vicinity of the city center of Wuhan.

The Group planned to develop Wuhan Salon in three phases. The total site area of Wuhan Salon
(Phase I) is approximately 270,000 sq.m. with a total GFA of approximately 613,000 sq.m.,
including retail facilities, convention center facilities, high-end office space, restaurants and other
supporting facilities. Construction of the project commenced in July 2011 and is expected to be
completed by December 2013.

During the year 2011, the Group obtained another parcel of land in Dongxihu District, Wuhan, at a
total consideration of RMB63.7 million for the development of hotels and residential properties of
Wuhan Salon (Phase II). The parcel of land has a site area of 16,000 sq.m. and a planned GFA of
48,000 sq.m. Construction of this project is expected to commence in June 2013 and is expected to
be completed by June 2015.

North Hankou ® Zall Life City-Zhujinyuan Residences

North Hankou ¢ Zall Life City-Zhujinyuan Residences is a residential development project in the
Panlongcheng Economic and Technology Development Zone of Wuhan. The project has a total site
area of approximately 60,000 sq.m. and a total GFA of approximately 170,000 sq.m.

North Hankou ® Zall Life City-Hupan Haoting Residences

North Hankou ¢ Zall Life City-Hupan Haoting Residences is a residential development project
of the Group in the Panlongcheng Economic and Technology Development Zone of Wuhan. The
project has a total site area of approximately 180,000 sq.m. and a total GFA of over 330,000 sq.m.
The project will be developed in two phases. Construction of Phase I and II commenced in March
2011 and March 2012, respectively and the entire project is expected to be completed by the end of
2013.
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Zall Yulong International Finance Center

In August 2011, the Group acquired a 51% equity interest in EREZE (RE) AR2AA (Zhen
An Wuhan Company Limited) (“Zhen An”) at a total consideration of RMB523,680,000. Zhen An
owns the land use rights of a parcel of land with a total site area of approximately 10,000 sq.m. in
the city center of Wuhan with a total planned GFA of over 97,000 sq.m.

The Group intends to develop the parcel of land into Zall Yulong International Finance Center ( &
TSR BE B % 4 Rl w0 ), which will be positioned as a premier commercial center and Grade A
office building. The project is strategically located in the financial center of Wuhan, surrounded by
China Construction Bank Building to the north, Bank of China Building to the south, New World
Trade Centre and New World Department Store to the west and China Minsheng Bank Building to
the east. Construction of the project is expected to be fully completed in 2014.

Results of Operation
Turnover

Turnover increased by 218.8% from RMB769.7 million for the year ended 31 December 2010
to RMB2,454.2 million for the year ended 31 December 2011. The increase was primarily due
to an increase in the Group’s revenue from sales of properties. Also, the Group’s revenue from
rental income for the year ended 31 December 2010 increased by 167.4% from RMB4.1 million to
RMB11.1 million for the year ended 31 December 2011.

Sales of properties

Revenue from sales of properties increased by 224.9% from RMB750.8 million for the year ended
31 December 2010 to RMB2,439.1 million for the year ended 31 December 2011.

The Group’s revenue from sales of properties was mainly generated from sales of wholesale
shopping mall units in the North Hankou Project and the offices and retail units in the No. 1
Enterprise Community Project. The GFA and average sale prices of the respective projects during
the period under review are set forth below:

For the year ended 31 December

2011 2010

Average sale Average sale

price (net of price (net of

business tax) business tax)
GFA Sold  RMB/sq.m. Turnover GFA Sold RMB/sq.m. Turnover
(sq.m.) (RMB’000) (sq.m.) (RMB’000)
North Hankou Project 267,694 8,979 2,403,652 118,546 5,122 607,149
No. 1 Enterprise Community 7,253 4,890 35,469 49,539 2,899 143,613

Total 274,947 2,439,121 168,085 750,762
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The Group’s turnover from sales of properties increased significantly during the year ended 31
December 2011 mainly due to the significant increase in both the total GFA and the average sale
price of North Hankou Project. The total GFA sold in North Hankou Project increased by 125.8%
from 118,546 sq.m. for the year ended 31 December 2010 to 267,694 sq.m. for the year ended 31
December 2011. In addition, the average sale price of North Hankou Project increased by 75.3%
from RMBS5,122 per sq.m. for the year ended 31 December 2010 to RMB8,979 per sq.m. for the
year ended 31 December 2011.

Rental income

The Group’s rental income increased significantly for the year ended 31 December 2011 as it started
to retain an increasing number of wholesale shopping mall units in the North Hankou Project for
leasing.

Cost of sales

Cost of sales increased by 73.1% from RMB413.2 million for the year ended 31 December 2010 to
RMB715.2 million for the year ended 31 December 2011, primarily as a result of the increase in the
sales of properties.

Gross profit

Gross profit increased by 387.8% from RMB356.5 million for the year ended 31 December 2010 to
RMB1,739.0 million for the year ended 31 December 2011, primarily as a result of the increase in
the sales of properties. The Group’s gross profit margin increased from 46.3% in 2010 to 70.9% in
2011 mainly due to the increase in the average sale prices of the wholesale shopping mall units in
the Group’s North Hankou Project.

Other net (loss)/income

For the year ended 31 December 2011, certain non-current assets held for resale has been disposed
of and a loss on disposal of RMB44.6 million has been incurred.

Selling and distribution expenses
Selling and distribution expenses increased by 73.1% from RMB25.1 million for the year ended
31 December 2010 to RMB43.4 million for the year ended 31 December 2011. The increase was

primarily due to the increased advertising and promotional campaigns for the Group’s North
Hankou Project in 2011.
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Administrative expenses

Administrative expenses increased by 176.2% from RMB39.9 million for the year ended
31 December 2010 to RMB110.1 million for the year ended 31 December 2011. The increase was
primarily due to (i) a RMB11.2 million increase in staff related costs resulting from an increase in
the number of the Group’s administrative and management personnel and an increase in salaries; (ii)
a RMB3.9 million increase in equity-settled share-based payment expenses in relation to the share
options granted under the Pre-IPO Share Option Scheme; (iii)) a RMB16.3 million increase in legal
and professional fees in relation to the listing of the Company’s shares on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”); (iv) a RMB3.0 million increase in
charitable and other donations; (v) a RMB3.0 million increase in travelling expenses; (vi) a RMB4.1
million increase in entertainment and related expenses; and (vii) a RMB1.7 million increase in
auditors’ remuneration.

Increase in fair value of investment properties

The Group hold a portion of properties developed for rental income and/or capital appreciation
purposes. The Group’s investment properties are revaluated at the end of the respective review
period on an open market value or existing use basis by an independent property valuer. For the
year ended 31 December 2011, the Group recorded increases in fair value of investment properties
of RMB255.9 million (2010: RMB626.6 million). The significant increase in fair value of the
Group’s investment properties during the years ended 31 December 2011 and 2010 reflected a rise
in the property prices in Wuhan over the period under review.

Share of losses of a jointly controlled entity

Share of losses of a jointly controlled entity consisted primarily of losses from Wuhan Big World
Investment Development Co., Ltd., which reflected the Group’s 50% equity interest share of losses
of this entity for the years ended 31 December 2011 and 2010.

Finance income/(costs)

For the year ended 31 December 2011, the Group incurred a net finance cost of RMB1.9 million
charged to the income statement (2010: RMBO0.3 million).

Income tax

Income tax increased by 112.9% from RMB288.4 million for the year ended 31 December 2010 to
RMB613.9 million for the year ended 31 December 2011. The increase was primarily due to the
increase in PRC Corporate Income Tax as a result of increase in operating profits of the Group and
the increase in PRC Land Appreciation Tax due to the increase in property values. The Group’s
effective tax rate was increased from 31.3% for the year ended 31 December 2010 to 34.1% for the
year ended 31 December 2011.
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Profit for the year

For the year ended 31 December 2011, the Group recorded a net profit of RMB1,183.9 million.
Net profit attributable to shareholders of the Company was RMB1,194.7 million, representing an
increase of 88.1% over the amount of RMB635.1 million for the corresponding year in 2010.

Liquidity and capital resources

As at 31 December 2011, cash and cash equivalents of the Group was RMB970.5 million (2010:
RMB304.9 million). The Group’s cash and cash equivalents consist primarily of cash on hand and
bank balances which are primarily held in RMB denominated accounts with banks in the PRC.
Capital expenditure

For the year ended 31 December 2011, the Group’s total expenditure in respect of property, plant
and equipment and investment properties under development amounted to RMB4.4 million and
RMB243.6 million (2010: RMB2.3 million and RMB161.5 million), respectively.

Interest-bearing bank borrowings

As at 31 December 2011, the Group’s total long-term and short-term bank borrowings was 1,378.4
million, representing an increase of RMB1,038.7 million over the amount of RMB339.7 million
as at 31 December 2010. All bank borrowings were denominated in RMB, being the functional

currency of the Group.

Details of the Group’s interest-bearing bank borrowings are set out in note 25 to the financial
statements.

Gearing ratio

As at 31 December 2011, the gearing ratio (calculated by dividing total bank borrowings by total
equity) of the Group remained at a low level of 32.0% (2010: 18.9%).

Foreign exchange risk

The Group’s sales were primarily denominated in RMB, being the functional currency of the
Group’s major operating subsidiaries, therefore, the Board expects the future exchange rate
fluctuation will not have any material effect on the Group’s business. The Group did not use any
financial instruments for hedging purpose.

Charge on assets

As at 31 December 2011, the Group had pledged certain of its assets with a total book value of

RMB2,960.0 million (2010: RMB1,192.1 million) for the purpose of securing certain of the Group’s
bank borrowings. Details of which are set out in note 25 to the financial statements.
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Contingent liabilities

In accordance with market practice, the Group has made arrangements with various PRC banks
to provide mortgage facilities to the purchasers of its pre-sold properties. Pursuant to the terms
of the guarantees, if there is default of the mortgage payments by these purchasers, the Group is
responsible to repay the outstanding mortgage loans together with any accrued interest and penalty
owned by the defaulted purchasers to the banks. The Group’s guarantee period commences from
the dates of grant of the relevant mortgage loans and ends upon the earlier of the buyer obtained the
individual property ownership certificate and the full settlement of mortgage loans by the buyer.

As at 31 December 2011, the guarantees provided to banks in relation to mortgage facilities granted
to purchasers of the Group’s properties amounted to RMB998.8 million (2010: RMB489.4 million).

Material acquisition

On 21 August 2011, (i) Zall Development (HK) Holding Company Limited, a wholly-owned
subsidiary of the Company, entered into an acquisition agreement with an independent third party
in relation to the acquisition of the entire issued share capital of Zhen An Properties Limited, which
in turn owns 48% interest in IFZH ¥ (R¥#E ) AMR/AF (Zhen An Wuhan Company Limited),
a company established under the PRC with limited liability on 18 October 1996 (hereafter “Zhen
An”); and (i) R (RE ) AR/ A (Zall Development (Wuhan) Co., Ltd.), a wholly-owned
subsidiary of the Company, entered into an equity transfer agreement with B2 5= & B A R A
F) (Huiyu Real Estate Company Limited) in relation to the acquisition of 3% interest in Zhen An.

Upon completion of the acquisitions, the Group owns a 51% equity interest in Zhen An and Zhen
An is accounted for as a subsidiary in the consolidated financial statements of the Company, details
of which are set out in note 35 to the financial statements.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2011, the Group employed a total of 598 full time employees (2010: 450).
Compensation for the employees includes basic wages, variable wages, bonuses and other staff
benefits. For the year ended 31 December 2011, the employees benefit expenses were RMB40.5
million (2010: RMB28.1 million). The remuneration policy of the Group is to provide remuneration
packages, in terms of basic salary, short term bonuses and long term rewards such as options, so as
to attract and retain top quality staff. The remuneration committee of the Company reviews such
packages annually, or when the occasion requires.

USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING

The Company’s shares were listed on the Stock Exchange in July 2011 and the Company raised net
proceeds of HK$1,449.3 million (equivalent to RMB1,208.8 million).
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For the year ended 31 December 2011, the Group had utilized RMB868.2 million of the net
proceeds as follows:

e RMB205.6 million for the construction and/or extension of our wholesale shopping malls and
supporting facilities in North Hankou Project;

*  RMB57.5 million for the construction of the low rise office building, high rise office tower and
service center in No. 1 Enterprise Community;

e RMB264.4 million for the construction of Wuhan Salon (Phase I);

e RMB58.7 million for the construction of residential projects such as Zall Hupan Haoting
Residences and Zall Zhujinyuan Residences; and

e RMB282.0 million for the land acquisition and preliminary construction of Northeastern China
(Shenyang) International Trade Center, No. 1 Enterprise Community Northeastern China
Headquarters Business Park and Northeastern Logistic Enterprise Community.

Such utilization of the net proceeds was in accordance with the proposed allocations as set out in
the section headed “Use of Proceeds” of the prospectus of the Company dated 30 June 2011 (the
“Prospectus”) for the Company’s listing on the Main Board of the Stock Exchange on 13 July
2011 (the “Listing”). The unutilized portion of the net proceeds is currently held in cash and cash
equivalents and it is intended that it will also be applied in a manner consistent with the proposed
allocations in the Prospectus.

PROSPECTS

Looking ahead, in order to capture the ample business opportunities arising from the central
government policy of stimulating domestic demand, the Group will continue to develop existing
projects and seize opportunities to expand its successful wholesale shopping mall business model to
other areas in China.

Since the start of the relocation of the traditional market on Hanzheng Street, more effort has been
made by the local government to expedite the relocation of Hanzheng Street to the North Hankou
Project. The development of the transportation infrastructure is also in full swing to facilitate the
development of the North Hankou Project. Capitalizing on these substantial opportunities, the
North Hankou Project will complete construction in accordance with its development plan and will
continue to be the major growth driver of the Group.

In order to increase the popularity, traffic and transaction volumes of the North Hankou Project,
the Group launched various promotion activities during the year in the traditional prime wholesale
market locations of different sectors all over China. Benefiting from the rapid growth of traffic and
business flow, the transaction volume of the North Hankou Project’s occupants has continued to rise
since the launch of the project. In particular, the hotel products and supplies mall and the footwear
and leather products mall market have already become the largest markets, enjoying the highest
transaction volumes in Central China their respective industries over the year.
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As of 31 December 2011, the Group has land reserves of approximately 5.7 million sq.m., which
have been granted land use rights, certificates by the government authorities. The land reserves are
expected to be able to meet the development needs of the Group over the coming three to five years.
Leveraging its unique wholesale market business model, the Group experienced significant growth
in 2011. Looking forward, the Group will continue to identify projects with great development
potential. By negotiating and entering into master agreements, cooperation or investment
agreements with local government authorities, new development projects in Xiangyang, Tianjin
and Shenyang will be carried out in the near future. These projects will contribute to the significant
and sustainable growth of the Group and will create maximum value for the shareholders of the
Company.

COMPLIANCE WITH CODE ON CORPORATE GOVERNANCE
PRACTICE

The Company has adopted the Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 to the Listing Rules as its corporate governance code of practices upon
Listing. In the opinion of the Board, save as disclosed below, the Company has complied with the
code provisions as set out in the CG Code for the year ended 31 December 2011.

Code Provision A.2.1

Under Code Provision A.2.1 of the CG Code, the roles of the chairman and chief executive officer
should be separate and should not be performed by the same individual.

During the year ended 31 December 2011, the Company has not separated the roles of chairman
and chief executive officer of the Company and Mr. Yan Zhi was the chairman and also the chief
executive officer of the Company responsible for overseeing the operations of the Group during
such period. The Board believes that vesting the two roles in the same person provides the Company
with strong and consistent leadership and facilitates the implementation and execution of the
Group’s business strategies currently and in the foreseeable future. The Group will nevertheless
review the structure from time to time in light of the prevailing circumstances.

COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 of the Listing Rules (the “Model Code”) as the code for dealing in
securities of the Company by the Directors upon the Listing. The Board confirms that, having made
specific enquiries with all Directors, from the date of Listing to 31 December 2011, all Directors
have complied with the required standards of the Model Code.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF
THE COMPANY

During the period from the date of Listing to 31 December 2011, neither the Company nor its
subsidiaries has purchased, sold or redeemed any of the Company’s listed securities.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) has been established in compliance
with Rule 3.21 and Rule 3.22 of the Listing Rules and with written terms of reference in compliance
with the CG Code. The primary responsibilities of the Audit Committee are to review and monitor
the financial reporting and internal control principles of the Company and to assist the Board to
fulfill its responsibilities over audit.

The Audit Committee has reviewed the Group’s consolidated financial statements for the year ended
31 December 2011 and has also reviewed and confirmed the accounting principles and practices
adopted by the Group and discussed the auditing, internal control and financial reporting matters.

The Audit Committee consists of three independent non-executive Directors: Mr. Cheung Ka Fai,
Mr. Peng Chi and Ms. Yang Qiongzhen. Mr. Cheung Ka Fai serves as the chairman of the Audit
Committee.

FINAL DIVIDEND

At the Board meeting held on 20 March 2012, it was proposed that a final dividend of HK3 cents
per share (or equivalent to approximately RMB2.43 cents per share) (the “Final Dividend”) be paid
to the shareholders of the Company, whose names appear on the Company’s register of members on
Wednesday, 16 May 2012. The Final Dividend is expected to be paid in Hong Kong dollars on or
about 31 May 2012, subject to the approval by the shareholders of the Company at the forthcoming
annual general meeting to be held on 8 May 2012 (the “AGM”).

CLOSURE OF REGISTER OF MEMBERS AND RECORD DATE
(a) For determining the entitlement to attend and vote at the AGM

The Company’s register of members will be closed for three days from Friday, 4 May 2012 to
Tuesday, 8 May 2012 (both days inclusive), during which no transfer of shares of the Company
will be effected. In order to qualify to attend and vote at the AGM, all completed transfer
documents accompanied by the relevant share certificates must be lodged with the Company’s
share registrar and transfer office in Hong Kong, Tricor Investor Services Limited, at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong for registration not later
than 4:30 p.m. on Thursday, 3 May 2012.
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(b) For determining the entitlement to the Final Dividend

The Final Dividend is subject to the approval of shareholders at the AGM. The record date
for the determination of entitlement to the Final Dividend for the year ended 31 December
2011 will be on Wednesday, 16 May 2012, that is, the Final Dividend will be paid to the
shareholders of the Company whose names appear on the register of members of the Company
on Wednesday, 16 May 2012. The Company’s register of members will be closed for three
days from Monday, 14 May 2012 to Wednesday, 16 May 2012 (both days inclusive), during
which no transfer of shares of the Company will be effected. In order to qualify for the Final
Dividend, all completed transfer documents accompanied by the relevant share certificates must
be lodged with the Company’s share registrar and transfer office in Hong Kong, Tricor Investor
Services Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong
for registration not later than 4:30 p.m. on Friday, 11 May 2012.

ANNUAL GENERAL MEETING

The AGM will be held on Tuesday, 8 May 2012. A notice convening the AGM will be published
and dispatched to shareholders of the Company in accordance with the requirements of the Listing
Rules in due course.

PUBLICATION OF FINAL RESULTS ANNOUNCEMENT AND ANNUAL
REPORT

This final results announcement is published on the website of Stock Exchange at
http://www.hkexnews.hk and on the Company’s website at http://www.zallcn.com. The annual
report for the year ended 31 December 2011 of the Group containing all the information required by
the Listing Rules will also be published on the same websites and dispatched to the shareholders of
the Company in due course.

By Order of the Board
Zall Development (Cayman) Holding Co., Ltd.
Yan Zhi
Chairman

For the purpose of this announcement, the exchange rate of HK$1 = RMBO0.81070 has been used,
where applicable, for purpose of illustration only and does not constitute a representation that any
amount has been, could have been or may be exchanged at such rates or any other rates or at all on
the date or dates in question or any other date.

Hong Kong, 20 March 2012

As at the date of this announcement, the Board comprises Mr. Yan Zhi, Mr. Cui Jinfeng, Mr. Fang
Li and Ms. Wang Danli, as executive Directors; Mr. Fu Gaochao, as non-executive Director;
Ms. Yang Qiongzhen, Mr. Cheung Ka Fai and Mr. Peng Chi, as independent non-executive
Directors.

69



