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Xiwang Property Holdings Company Limited

CHAIRMAN'S STATEMENT

I would like to take this opportunity to thank our shareholders, business partners, customers, the board
(“Board”) of directors (“Directors”) of the Company and our staff for their contribution in the past year.

Regulation and control of real estate policy was facing a more complicated macro-economic environment. While
continuing to deepen the regulation and control on the demand side, local governments were more concerned
on the strengthening of market supervision, determined to curb the real estate speculation and protect the
reasonable living demand. On the supply side, the local governments were focused on the housing supply
structural adjustment, vigorously developing indemnificatory housing including rental markets and co-ownership
housing, so as to increase the effective demand and supply ratio. On the issue of land, the provision and sales
continued to rise, while the enthusiasm has dropped significantly. With the surprising arising of bought-ins and
the prudent attitude in the acquisition of land, the land investment enthusiasm dropped. The number of bought-
ins has increased significantly, with the ratio of bought-ins to the total land provision reaching a peak. The loan
capital for the real estate demand and supply side was tightened gradually and many land sale restriction policies
were implemented frequently. Competing for self-sustainment, competing for building allocation and property
price restriction have become the basic requirement for major cities in land provision. Some land parcels with
many conditions attached as well as non-premium land parcels were bought-in. On the issue of price, the price
index was generally stable, and the price increase in third-tier cities has decreased significantly. The cumulative
effect of regulation and control of policy and self-adjustment of market after growth has made its influence.
On the issue of demand and supply, with the growth in demand and the stability in transaction, the short-term
inventory level became more reasonable. Total lump sum prices and medium prices of different property types
in different tier cities were on an upward trend, but the upward trend of prices of different property types in
representative cities were under control. The regulation, control and reform on the supply side in first-tier cities
was gradually showing its effects. The inelastic demand and small and medium products transaction ratio were
constantly increasing. The inelastic demand for housing improvement from people in the second and third tier
cities remained the same, the combination of sale restriction and loan restriction changed the market expectation.
The purchasing power for large-sized products decreased, and the investment demand significantly dropped. With
the continuous deepening of the city-specific regulation and control of real estate market, it is expected that the
Shandong Province real estate market will operate more smoothly. In view of the progress of urbanization and
improvement of living standard of people in Shandong, our strategy will pay particular attention on developing
properties of higher class.

Real estate market in the People’s Republic of China (the “PRC”) remained challenging. The real estate market
has gradually shaken off the impact of the epidemic. However, the epidemic will, to a certain extent, also
suppress the demand for housing. To diversify revenue sources in the challenging global economic environment,
the Group had commenced the construction material trading business in PRC in December 2020. It is expected
that the construction material trading business will broaden the revenue base for the Group and create
shareholder value.

WANG Di
Chairman

29 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

Introduction

The Group was established in 2001 with headquarters located in Zouping, Shandong Province of the PRC. Xiwang
Property Holdings Company Limited (the “Company”, together with its subsidiaries collectively referred to as the
“Group”) was listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
in December 2005. The Group is principally engaged in property development and trading of construction

materials in the PRC.
LANTING PROJECT

Lanting Project is located at the junction between the south of Heban 3rd Road and the west of Liquan 1st
Road in Zouping, Shandong Province, which is a newly developed area in Zouping closed to the government
headquarters. Lanting Project is a comprehensive residential development which is developed in two phases,
known as North Zone and South Zone. There are 11 blocks of 6 to 14-storey residential buildings providing

around 390 residential units.
MEIJUN PROJECT

Meijun Project is located at the east of Daixi 3rd Road South of Chengnan New District in Zouping, Shandong
Province, a newly developed area in Zouping and the government headquarters, hospital and schools are nearby.
The Meijun Project is a residential development divided into 3 phases. Phase One, completed in December 2008,
comprises 4 blocks of 5-storey residential buildings providing around 110 residential units. Phase Two comprises
19 blocks of 5 to 18-storey residential buildings providing around 700 residential units and was completed in

December 2013. Phase Three is in the planning stage.
QINGHE PROJECT

Qinghe Project is located at Kaihe Village, Handian Town of Zouping, Shandong Province. The project comprises
a parcel of land with a site area of approximately 131,258 square metres for the construction of residential
units. Home settlements were completed and the Group is in the course of obtaining the State-owned Land Use

Certificates.

Real estate market in the PRC remained challenging. The real estate market has gradually shaken off the impact
of the epidemic. However, the epidemic will, to a certain extent, also suppress the demand for housing. To
diversify revenue sources in the challenging global economic environment, the Group had commenced the
construction material trading business in the PRC in December 2020. It is expected that the construction material

trading business will broaden the revenue base for the Group and create shareholder value.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review
The Group’s sources of revenue for the year ended 31 December 2020 includes sales of developed

properties and trading of construction materials in the PRC. Geographically, Shandong Province remains

as the Group’s main market. All revenues of the Group during the Year were derived from Shandong

Province. To diversify revenue sources in the challenging global economic environment, the Group had

commenced the construction material trading business in the PRC in December 2020. It is expected

that the construction material trading business will broaden the revenue base for the Group and create

shareholder value.

Financial Review
Operating results

1.

Revenue

The Group’s revenue amounted to RMB25,228,000 in 2020 (2019: RMB111,702,000). The revenue
from the sales of properties amounted to RMB14,389,000 in 2020 (2019: RMB111,720,000) mainly
due to the property project in Qingdao was fully sold in 2019 Revenue from trading of construction
materials business amounted to RMB10,839,000 in 2020 (2019: Nil).

Cost of sales
The Group's cost of sales amounted to RMB34,030,000 in 2020 (2019: RMB146,746,000) mainly
due to the property project in Qingdao was fully sold in 2019.

Other income

Other income amounted to RMB4,908,000 in 2020 (2019: RMB3,305,000). Other income mainly
represented rental income of RMB1,855,000 (2019: RMB2,299,000), interest income from a
related party of RMB2,556,000 (2019: RMB997,000), bank interest income of RMB3,000 (2019:
RMB4,000), gain on disposals of property, plant and equipment of RMB340,000 (2019: Nil) and
other miscellaneous income of RMB154,000 (2019: RMB5,000).

Administrative expenses

Administrative expenses include general administrative fees, legal and professional fees, salaries
of management and administrative staff. The amount decreased from RMB13,464,000 in 2019 to
RMB7,022,000 in 2020 which was mainly due to various cost saving policies adopted by the Group.

Income tax credit
Income tax credit decreased from RMB13,572,000 in 2019 to RMB167,000 in 2020 mainly due to
the utilisation of deferred income tax liabilities from fair value adjustment arising from acquisition
of subsidiary in 2019.
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Financial position

Liquidity and capital resources

As at 31 December 2020, the Group’s cash and cash equivalents amounted to RMB144,368,000 (2019:
RMB143,833,000). The Group primarily utilized the cash flow from operations, cash inflow from investing

activities and cash on hand to finance operational requirements during the Year.

As at 31 December 2020, the gearing ratio, which is total debt divided by total equity, was 2.3% (2019: 1.9%).
As at 31 December 2020, the Group had no bank and other borrowings (31 December 2019: Nil).

Significant investments held, significant acquisitions and disposals of subsidiaries and future
plans for significant investments or capital asset acquisitions

During the Year, the Group had no significant investments and neither it had entered into any significant
acquisitions and disposals of subsidiaries nor had made future plans for significant investments or capital asset

acquisitions.

Pledge of assets
As at 31 December 2020, none of the property, plant and equipment of the Group was pledged to secure bank
and other borrowings (31 December 2019: Nil).

Pledge of shares by controlling shareholders

The controlling shareholder of the Company had notified the board of directors of the Company (the “Board”)
on 28 September 2017 that it had entered into share charge agreements with an independent third party
pursuant to which it had charged all of its shareholding in ordinary shares and convertible preference shares
of the Company in favour of such independent third party as security for notes issued by its subsidiary to
such independent third party in the aggregate principal amount of HK$200 million. For further details of this

transaction, please refer to the announcement of the Company dated 28 September 2017.

Capital commitments
As at 31 December 2020, the Group's capital commitment amounted to RMB1,377,000 (31 December 2019:
RMB1,497,000), which was mainly expenditures for property developments.

Foreign exchange risk

The Group primarily operates in the PRC with RMB as its functional currency. During the Year, majority of the
Group's assets, liabilities, incomes, payments and cash balances were denominated in RMB. Therefore, the
Directors believed that the risk exposure of the Group to fluctuation of foreign exchange rate was not significant

as a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS

Human resources
As at 31 December 2020, the Group employed approximately 19 staff (31 December 2019: 29). Staff-related
costs (including Directors’ remuneration) incurred during the Year was RMB2,535,000 (2019: RMB3,508,000).

The Group reviews regularly the remuneration packages of the Directors and employees with respect to their

experience and responsibilities to the Group’s business. The Group has established a remuneration committee

to determine and review the terms of remuneration packages, bonuses and other compensation payables to the

Directors and senior management.

Contingent liabilities/advance to an entity
The Group did not have any contingent liabilities as at 31 December 2020 (31 December 2019: Nil).

Business Outlook

The property market as a whole remained stable and continued to move towards an integrated approach
involving land, finance, market management and housing protection, in line with the city-specific policies.
The Central Political Bureau of the Communist Party of China (CPC) meeting made it clear that it “insists
on the positioning of the property as a place to live, not for speculation, and promotes the steady and
healthy development of the property market”. The real estate symposium hosted by the State Council also
emphasized the keynote of the next phase of regulation: “Stabilizing land prices, stabilizing housing prices
and stabilizing expectations”. Cities such as Shenzhen, Hangzhou and Nanjing, which performed relatively
well in the first half of this year, have also rolled out tighter real estate control policies. According to
statistics from the 40 cities, in the first seven months of the year, 12 cities (Xiamen, Hangzhou, Dongguan,
Chengdu, Ningbo and Qingdao) recorded year-on-year increases in the volume of new residential property
transactions, while the rest of the cities recorded year-on-year decreases. In the second half of the year, it
is foreseen that the policy will not be relaxed, and stable and healthy development will remain the main
keynote, which does not rule out that some cities with hot property market performance will upgrade
their regulatory polices to make the market cool down reasonably. Since May, the real estate market has
gradually shaken off the impact of the epidemic and moved onto the right track, but the drop in income
of people engaged in the more affected industries such as foreign trade, tourism and services will, to a
certain extent, also suppress the demand for housing. In Zouping, Shandong Province, where the Group’s
principal operations are located, prices of some high-end residential properties were reduced slightly in the
first half of the year and remained stable overall, leaving more room for demand for new and improved
housing, limited land supply and fewer new housing developments, and commercial housing prices are

expected to remain at the current level with narrow fluctuations.

Real estate market in the PRC remained challenging. The real estate market has gradually shaken off
the impact of the epidemic. However, the epidemic will, to a certain extent, also suppress the demand
for housing. To diversify revenue sources in the challenging global economic environment, the Group
had commenced the construction material trading business in the PRC in December 2020. It is expected
that the construction material trading business will broaden the revenue base for the Group and create

shareholder value.



Annual Report 2020

BOARD OF DIRECTORS

Executive Directors

Mr. WANG Jin Tao (E£8)
Chief Executive Officer

Mr. WANG Jin Tao, aged 37, is executive Director and the chief executive officer of the Company since 26
October 2015. He possess more than 10 years of management experience. He graduated from the professional
course in business administration of The Open University of China(fF R EFEERAE)in January 2011 and
worked as the deputy department head of the security department of the Xiwang Group, ultimate holding
company of the Company between July 2005 to May 2006. He became the administrative deputy general
manager of Xiwang Foodstuffs Company Limited (B8 £ R an x5 BB 2 7) (a company listed on the Main Board
of the Shenzhen Stock Exchange under stock code 000639 in February 2010 and is effectively held as to 52.32%
by the Xiwang Group) (“Xiwang Foodstuffs”) from May 2006 to December 2006. He was appointed as the
procuring deputy general manager of the Xiwang Foodstuffs from December 2006 to October 2008, the executive
deputy general manager of Shandong Xiwang Biotechnology Company Limited* (LU E£/ERIF AR QA
("Xiwang Biotechnology”) from October 2008 to August 2009, the production deputy general manager of
Shandong Xiwang Sugar Company Limited* (IUER A EHEEBR A F) from August 2009 to December 2009,
the executive deputy general manager of the Xiwang Group First Industrial Park* (A ES£EE — T XE) from
December 2009 to November 2010, the factory manager of the Fourth Starch Plant of Xiwang Biotechnology
(LWEAEEL(RFERAFBHD M) from May 2011 to August 2012, and the general manager of the
Zouping Xiwang Power Co. Ltd* (B EE) HHR A F)from August 2012 to May 2015. Since June 2015,
he has been the general manager of Shangdong Xiwang Property Company Limited* (U AT EXHR A 7))
(“Shangdong Xiwang Property”), a wholly-owned subsidiary of the Company.

Mr. WANG Wei Min (E&E)

Mr. WANG Wei Min, aged 51, is executive Director of the Company since 26 October 2015. He joined the Group
in September 1992 and has more than 22 years of experience in engineering management. He graduated from
the professional course in microcomputer of the Zouping Professional College* (ZFFR A EHEEEK) of
Shandong Province in July 1992 and worked in the Zouping Xiwang Oil Cotton Factory* (&8 75 Ll 4% % ) from
September 1989 to September 1992. He joined the Shandong Xiwang Property as the department head of the
engineering department from September 1992 to October 2001 and became the general manager of Xiwang
Real Estate Development Company Limited* (FEFHEFMZEBRAA), a subsidiary of Shangdong Xiwang
Property from October 2001 to February 2008. Since February 2008, he has been the deputy general manager of
Shangdong Xiwang Property.
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BOARD OF DIRECTORS

Non-executive Directors

Mr. WANG Di (£ #%)

Chairman

Mr. WANG Di, aged 38, is non-executive Director and the chairman of the Company. He was
appointed as an executive Director in November 2010 and the deputy chairman of the Company
in July 2012. He was the head of branding of the Group from 2006 to June 2013. Mr. WANG
has been re-designated as non-executive Director and the chairman of the Company from 15 July
2013. Mr. WANG attended the bachelor’'s degree course of Information Conflict from the Electronic
Engineering Institute of the Chinese People’s Liberation Army (TR ARMBHEE T T 12 2 k)
from 2001 to 2005. He joined Xiwang Group Company Limited* (fA T % EHR A F]) (“Xiwang Group”) in
August 2005 and the Group in January 2006. He was in charge of the international trading business of the
Group from 2005 to June 2013 and has been in charge of international trading business of Xiwang Group
for more than eight years. Mr. WANG has also served as a director of each of Xiwang Hong Kong Limited (a
wholly-owned subsidiary of Xiwang Group) (“Xiwang Hong Kong"”) since April 2006, Xiwang Holdings Limited
(@ company held as to 95% by Xiwang Hong Kong) (“Xiwang Holdings") since November 2015 and Xiwang
Investment Company Limited (being a wholly-owned subsidiary of Xiwang Holdings and the holding company of
the Company) since November 2015. Mr. WANG has been granted with various awards and honours, including
outstanding worker for enterprise education and training of Shandong Province in 2006, labour model of Binzhou
City of Shangdong Province of the PRC, labour model of Shandong Province and outstanding entrepreneur
in food industry of Shandong Province. Mr. WANG is a director of Xiwang Foodstuffs, and the chairman and
non-executive director of Xiwang Special Steel Company Limited (“Xiwang Special Steel”) (a company listed
on the Main Board of the Stock Exchange under stock code 1266 in February 2012 and is effectively held as to
approximately 56.77% by Xiwang Holdings as at 31 December 2020). Mr. WANG Di is the son of Mr. WANG

Yong, who is a non-executive Director and the deputy chairman of the Company.
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Mr. WANG Yong (£ E)
Deputy Chairman

Mr. WANG Yong, aged 71, is non-executive Director and the deputy chairman of the Company. He is one of
the founders of the Group. Mr. WANG was appointed as executive Director and the Chairman of the Company
in March 2005 and has been re-designated as non-executive Director and the deputy chairman of the Company
from 15 July 2013. Mr. WANG was the legal representative of Zouping Xiwang Social Benefits Oil and Cotton
Factory* (8578 £+ & & F))B 8 M) from 1986 to 1992 and of Zouping Xiwang Industrial Head Company* (&
FREEZEE AR from 1993 to 1996. He was the managing director of Xiwang Group from 1996 to 2001.
Mr. WANG has been the chairman of the board of directors of Xiwang Group since 2001. Mr. WANG has been
assessed by Professional Position Evaluation Committee of Binzhou Non-Public Ownership Organisations* (/& /N7
DB ERGEETMBATEZ E D) as a senior economist. He was awarded as the National Labour Role
Model (2 B4 &) &) by the State Council in 2000 and was appointed as the vice president of the third council
of China Fermentation Industry Association* (R B3 8 T 213 &) in 2004.

Mr. WANG was awarded with several prizes and titles, including the National Advanced Worker in Quality
Management of Township Enterprise (2 BI#8fE (b % & £ E 32 51 T 1E#&) awarded by the Ministry of Agriculture
of China (FF B & % B) in 2000, the Fourth National Township Entrepreneur Award (5 /0 fE 2 B 4588 > 2 %K) and
National Advanced Worker in Technological Progress of Township Enterprise of the Eighth Five-year Plan ([ J\F J
Z E B E R 2 o TYEF) awarded by the Ministry of Agriculture of the PRC in 2001. Mr. WANG Yong
received secondary education in the PRC. Mr. WANG Yong is father of Mr. WANG Di, who is a non-executive

Director and the chairman of the Company.
Mr. SUN Xinhu (% % 5?)

Mr. SUN Xinhu, aged 47, is a non-executive Director and the head of the Business Development Department
of the Group. Mr. SUN joined the Group since 2003. He had over 4 years of experience in an international fast
food chain in China. Mr. SUN graduated with a bachelor’s degree in food science from Shandong Polytechnic
University (LI # T 2 207) in July 1997, and a master’'s degree in food science from Southern Yangtze
University (LK) in July 2004. Mr. SUN has been a director of Xiwang Foodstuffs since 2010 and the vice
chairman of the board of Xiwang Foodstuffs since June 2014. Mr SUN was the secretary of the board of Xiwang
Foodstuffs from 2010 to October 2013. Mr. SUN has been a non-executive director of Xiwang Special Steel
since 2011 and was re-designated as an executive director in April 2015. Mr. SUN has been serving as vice
general manager since he joined Xiwang Group in March 2003 and has served as a director of Xiwang Group
since January 2013. Mr. SUN was appointed as an executive Director in December 2008 and re-designated as
a non-executive Director on 5 July 2012. Mr. SUN is a member of the nomination committee (“Nomination
Committee”) and the remuneration committee (the “Remuneration Committee”) of the Company.

"
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BOARD OF DIRECTORS

Independent non-executive Directors
Mr. WONG Kai Ming (Z Bt 88)

Mr. WONG Kai Ming, aged 67, is an independent non-executive Director. Mr. WONG has over 30 years of
experience in accounting and finance and is presently the sole director of EMKT CPA Limited, Certified Public
Accountant and the sole proprietor of Wong Kai Ming, Certified Public Accountant. Mr. WONG has obtained a
higher diploma in accountancy and a bachelor of arts in accountancy degree from the Hong Kong Polytechnic
University (formerly known as Hong Kong Polytechnic) in 1980 and 1996 respectively. He is a fellow member
of the Association of Chartered Certified Accountants and a practising member of the Hong Kong Institute of
Certified Public Accountants. Mr. WONG was appointed as an independent non-executive Director in November
2005. Mr. WONG is the chairman of the audit committee of the Company (the “Audit Committee”) and the
Nomination Committee, and also a member of the Remuneration Committee.

Mr. WANG An (£ %)

Mr. WANG An, aged 75, is an independent non-executive Director. Mr. WANG has extensive experience in
agriculture and knowledge in economics. He graduated from Beizhen Agricultural Professional College of
Shandong Province* (IIER&ILEEZEHRIEE) in 1968. In 1971, he graduated from the Professional Course
in Economic Statistics from the Party School of Liaoning Province* (EZEE B KR EHTHEN) and
was promoted to Senior Professor. During the period from 1968 to 1998, Mr. WANG worked at Agricultural
Bureau and Forestry Bureau of Zouping (B 2% B RMERB) and was the secretary and deputy director of
the Government Office and Director of Bureau of the Legislative Affairs (%l /@), Director of the Government
Office, and communist party member of the Government Office of Zouping, Shandong Province, of the PRC.
Before retirement in 2007, he was the secretary of the Party’s Committee at the Luzhong Professional School
in Shandong Province, of the PRC* (IUERE BB 2T). Mr. WANG was appointed as an independent
non-executive Director on 1 April 2013. Mr. WANG is the chairman of the Remuneration Committee and a

member of the Audit Committee.
Mr. WANG Zhen (T &)

Mr. WANG Zhen, aged 36, is an independent non-executive Director, Mr. WANG, has over 6 years of experience
in the legal field. He graduated with a bachelor degree from Weifang University* (#35E %) in 2009. After
obtaining his professional legal qualifications in the PRC in 2009, Mr. WANG has served as a professional lawyer
of Shandong Lizhi Law Office* (LU E)EEAIFHFT) from 2010 till present. Mr. WANG was appointed as an
independent non-executive Director on 23 March 2016. Mr. WANG is a member of the Audit Committee and the
Nomination Committee.

*  For identification purpose only
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CORPORATE GOVERNANCE REPORT

Corporate Governance Practices
The Company is committed to maintain good corporate governance practices and procedures. The Company has

adopted the principles of good governance and code provisions contained in the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) as set out in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) as its own code of corporate governance. Save as
disclosed herein, the Board considers that the Company was in compliance with all applicable code provisions
set out in the CG Code throughout the Year. The Board is committed to uphold the corporate governance of the
Company to ensure that formal and transparent procedures are in place to protect and maximize the interests of

the shareholders.

The Board is responsible for performing the duties on corporate governance function as set out below:

o to develop and review the Company’s policies and practices on corporate governance;

o to review and monitor the training and continuous professional development of Directors and senior
management;

o to review and monitor the Company’s policies and practices on compliance and legal and regulatory

requirements;

o to develop, review and monitor the code of conduct and compliance manual (if any) applicable to

employees and Directors; and

o to review the Company’s compliance with the CG Code and disclosure in the corporate governance report.

During the Year, the Board has reviewed the Company’s corporate governance practices and the duties
performed by the committees of the Board. Detailed discussion of the major corporate governance practices
adopted and observed by the Company during the Year or where applicable, up to the date of this report is set

out below.

A. Directors’ securities transactions
The Company has adopted the Model Code for Securities Transactions by the Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to the Listing Rules as its model code for securities
transactions by Directors. Having made specific enquiries, all the Directors confirmed that they have

complied with the Model Code during the Year and up to the date of this report.

13
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CORPORATE GOVERNANCE REPORT

Board of Directors

(i)

(i)

Board composition
The Board currently comprises a combination of two executive Directors, three non-executive
Directors and three independent non-executive Directors. During the Year and up to the date of

this annual report, the Board consisted of the following Directors:

Executive Directors:
Mr. WANG lJin Tao (Chief Executive Officer)
Mr. WANG Wei Min

Non-executive Directors:

Mr. WANG Di (Chairman)

Mr. WANG Yong (Deputy Chairman)
Mr. SUN Xinhu

Independent non-executive Directors:
Mr. WONG Kai Ming

Mr. WANG An

Mr. WANG Zhen

During the Year, the Board at all times met the requirements under Rules 3.10 and 3.10 (A) of the
Listing Rules that, at least one-third of members of the Board being independent non-executive
directors, with at least one independent non-executive director possessing appropriate professional

qualifications, or accounting or related financial management expertise.

Appointment and re-elections of directors

All the non-executive Directors and all independent non-executive Directors have entered into letters
of appointment with the company with a specific term of 3 years. In accordance with the Bye-
laws of the Company, the Board is authorized to appoint any person as a director of the Company
either to fill a casual vacancy on the Board or, subject to authorization by the members in general
meeting, as an additional member of the Board. According to the Bye-laws of the Company, new
appointments to the Board are subject to re-election by shareholders at the next following annual
general meeting. Moreover, one-third of the Directors of the Board (or, the number nearest to but
not less than one-third if the number of directors is not a multiple of three) shall retire from office
by rotation and is eligible for re-election by shareholders at the annual general meeting. A retiring
Director shall continue to act as a Director throughout the meeting at which he retires. The Board
should ensure that every Director shall be subject to retirement at least once every three years. In
compliance with Rule 3.10(1) of the Listing Rules, the Company has appointed three independent

non-executive Directors. The Board considers that all independent non-executive Directors have
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appropriate and sufficient industry or finance experience and qualifications to carry out their duties
so as to protect the interests of shareholders of the Company as a whole. One of the independent
non-executive Directors, Mr. WONG Kai Ming, has over 30 years of experience in the accounting
and finance fields and is a fellow member of the Association of Chartered Certified Accountants
and a practicing member of the Hong Kong Institute of Certified Public Accountants. Non-executive
Directors are appointed for a term of three years. The Company has received the annual written
confirmations from each of Mr. WONG Kai Ming, Mr. WANG An and Mr. WANG Zhen in respect
of their independence respectively pursuant to Rule 3.13 of the Listing Rules. Based on such

confirmations, the Board considers that all independent non-executive Directors are independent.

Responsibilities, accountabilities and contributions of the Board

The Board, with the assistance from the senior management, forms the core management team
of the Company. The Board takes the overall responsibility for management of the Company,
formulating the business strategies and development plan of the Company, decision making on
important issues, including but not limited to substantial mergers and acquisitions and disposals,
Directors’ appointments and significant operational and financial matters, and review and
approval of annual and interim results of the Company. The senior management are responsible
for supervising and executing the Board policies and strategies including the provision of monthly
updates of the Group’s performance, position and prospects to the Board, to enable the Board
and each of the Directors to deliver and discharge their duties under the Listing Rules. Daily
management, administration and operation of the Company are delegated to the management
team of the Company. The Directors have timely and full access to all relevant information of the
Company. The company secretary of the Company (the “Company Secretary”) provides advice
and services to the Directors to ensure the Directors follow all the Company’s Board procedures and
all applicable rules and regulations. Company Secretary notifies the Directors of rule amendments
and updates in respect of corporate governance practices, to assist the Directors of the Company to

fulfill their responsibilities.

Financial reporting

The Directors acknowledge their responsibility for preparing the financial statements for the
Year, which give a true and fair view of the state of affairs of the Group, and ensure that they
are prepared in accordance with statutory requirements and applicable accounting standards.
The financial statements of the Company and the Group for the Year were prepared on a going
concern basis. The Audit Committee reviewed and recommended the Board to adopt the audited
accounts for the Year. The Board is not aware of any material uncertainties relating to the events
or condition that may undermine the Company’s ability to continue as a going concern. The
statements of the external auditors of the Company with regard to their reporting responsibilities
on the financial statements of the Company are set out in the Independent Auditors’ Report on
pages 44 to 49.
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Relationship among members of the Board

Mr. WANG Di, the chairman and a non-executive Director, is the son of Mr. WANG Yong, the
deputy chairman and a non-executive Director. Saved as disclosed, there is no relationship (including
financial, business, family or other material/relevant relationship(s)) between any of the Directors or
chief executive officer of the Company. Each of Mr. WANG Di, and Mr. SUN Xinhu, among others,
have entered into a voting agreement in respect of their shares held in Xiwang Holdings dated 27
September 2011 and as supplemented by a supplemental voting agreement dated 7 February 2012.
Under these agreements, each of the shareholders of Xiwang Holdings shall only vote, when in the
capacity of a shareholder of Xiwang Holdings, in accordance with the instruction of Mr. WANG

Yong at any shareholders meeting of Xiwang Holdings.

Continuous professional development of directors

Induction seminars of comprehensive guidance on directors’ duties and liabilities are provided by
the Company’s legal advisors to Directors once they joined the Board. Senior management of the
Company provides briefings to all Directors for updates of their knowledge and skills of the industry
of the Company. Company Secretary provides updates or amendments of the Listing Rules of the
Stock Exchange and other statutory regulations for Directors’ fulfillment of their responsibilities and
duties in the Company. During the Year, the Company provided the Directors with written materials
for the updates of corporate governance practices, especially the sections related to the disclosure
of inside information and disclosure responsibilities. All Directors have confirmed they have studied

the materials provided by the Company.

Studying written materials
for the updates of corporate

governance practices

WANG Jin Tao
WANG Wei Min
WANG Di
WANG Yong
SUN Xinhu
WONG Kai Ming
WANG An
WANG Zhen

AN N N NN Y NN
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Chairman and Chief Executive Officer

Mr. WANG Di is the chairman of the Company who is principally responsible for formulation of plans and
policies of the Group. The chairman also chairs the Board meetings and briefs the Board members on the
issues discussed at the Board meetings. The chief executive officer of the Company is Mr. WANG lJin Tao

who is responsible for the supervision for the execution of the plans and policies determined by the Board.

Board Committees

The Board has three board committees, namely Audit Committee, Remuneration Committee and
Nomination Committee. Independent non-executive Directors are majority of members of these committees
appointed by the Board. Written terms of reference of these committees based on the CG Code have
been approved and adopted by the Board. Sufficient resources are provided to the Board committees for
their discharge of their duties. They are able to seek independent professional advice, at the Company’s

expenses, upon reasonable request and under appropriate circumstances.

(i) Audit Committee
In accordance with the written terms of reference of the Audit Committee, all members of the
Audit Committee should be non-executive Directors with majority of them being independent non-
executive Directors. At least one of them shall be an independent non-executive Director with
appropriate professional qualifications or accounting or related financial management expertise as
required under the Listing Rules. Former partner of the Company’s existing external auditors from
time to time may not act as a member of the Audit Committee for a period of at least two years
from the date of the person ceasing (a) to be a partner of the firm or (b) to have any financial
interest in the firm, whichever is later. At present, the members of Audit Committee comprised Mr.
WONG Kai Ming (chairman), Mr. WANG An and Mr. WANG Zhen. The primary responsibilities of
the Audit Committee are to monitor the integrity of the Group’s financial statements and reports
and to review significant financial reporting judgements contained therein, to review the Company’s
financial controls, risk management and internal control system, to make recommendations to the
Board for the improvement of the Group’s risk management and internal control procedures and
system and to make recommendations to the Board for the appointment and removal of external
auditors. The terms of reference of the Audit Committee are available on the Company’s website
and the website of the Stock Exchange. Two meetings were held by the Audit Committee during
the Year. During the Year, the Audit Committee reviewed the Company’s risk management and
internal control systems, the effectiveness of its internal audit function and financial reporting
system. The Audit Committee reviewed and recommended the Board to adopt the audited accounts
and final results announcement for the year ended 31 December 2019 and the unaudited accounts
and interim results announcement for the six months ended 30 June 2020. The Audit Committee

reviewed and made recommendation to the Board for the re-appointment of external auditor.
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(ii)

(iii)

Remuneration Committee

In accordance with the written terms of reference of the Remuneration Committee, majority
of members of the Remuneration Committee should be independent non-executive Directors,
with the chairman must be an independent non-executive Director. The terms of reference of
the Remuneration Committee are available on the Company’s website and the website of the
Stock Exchange. At present, the members of Remuneration Committee comprised Mr. WANG
An (chairman), Mr. WONG Kai Ming and Mr. SUN Xinhu. The primary responsibilities of the
Remuneration Committee are to make recommendations to the Board on the policy and structure of
the Company for all Directors and senior management remuneration, to review and recommend to
the Board on the remuneration packages of individual executive Directors and senior management
including benefits in kind, pension rights and compensation payments. One meeting was held by
the Remuneration Committee during the Year. During the Year, Remuneration Committee has

reviewed remuneration of Directors.

Nomination Committee

In accordance with the written terms of reference of the Nomination Committee, majority of
members of the Nomination Committee should be independent non-executive Directors, with the
chairman must be an independent non-executive Director. The terms of reference of the
Nomination Committee are available on the Company’s website and the website of the Stock
Exchange. At present, the members of the Nomination Committee comprised Mr. WONG Kai Ming
(chairman), Mr. WANG Zhen and Mr. SUN Xinhu. The primary responsibilities of the Nomination
Committee are to review the structure, size and composition (including the skills, knowledge,
experience and diversity of perspectives) of the Board at least annually and to make
recommendations on any proposed changes to the Board to complement the Company’s corporate
strategy, to identify individuals suitably qualified to become Board members and to select or make
recommendations to the Board on the selection of individuals nominated for directorship, and to
assess the independence of the independent non-executive Directors. Pursuant to the nomination
policy, the Nomination Committee shall nominate suitable candidates to the Board for it to consider
and make recommendations to shareholders for election or re-election as Directors at general
meetings or appoint as Directors to fill casual vacancies. The Nomination Committee may, as it
considers appropriate, nominate a number of candidates more than the number of Directors to be
appointed or re-appointed at a general meeting, or the number of casual vacancies to be filled. The
factors listed below would be used as reference by the Nomination Committee in assessing the
suitability of a proposed candidate: (i) Reputation for integrity (i) Accomplishment and experience
in the property industry (iii) Commitment in respect of available time and relevant interest (iv)
Diversity in all its aspects, including but not limited to gender, age (18 years or above), cultural and
educational background, ethnicity, qualifications, professional experience, skills, knowledge,

independence and length of service. These factors are for reference only, and not meant to be
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exhaustive and decisive. The Nomination Committee has the discretion to nominate any person, as
it considers appropriate, in accordance with the requirements and subject to any restrictions in the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited. Retiring
Directors are eligible for nomination by the Nomination Committee and recommendation by the
Board to stand for re-election at a general meeting. The Secretary of the Nomination Committee
shall call a meeting of the Nomination Committee, and invite nominations of candidates from Board
members if any, for consideration by the Nomination Committee prior to its meeting. The
Nomination Committee may also identify candidates pursuant to the criteria set out above and put
forward candidates who are not nominated by Board members. The Nomination Committee may
use any process it deems appropriate to evaluate the candidates pursuant to the criteria set out
above, which may include personal interviews, background checks, presentations or written
submissions by the candidates and third party references. For filling a casual vacancy, the
Nomination Committee shall make recommendations for the Board’s consideration, approval and
appointment. Any Director appointed by the Board to fill a casual vacancy shall hold office until the
first general meeting after his appointment and be subject to re-election at such meeting. For
proposing candidates to stand for election or re-election at a general meeting, the Nomination
Committee shall make nominations to the Board for its consideration and recommendation to the
shareholders. In case of election or re-election at a general meeting, until the issue of the
shareholder circular, the nominated persons shall not assume that they have been proposed by the
Board to stand for election at the general meeting. In order to provide information of the
candidates nominated by the Board to stand for election or re-election at a general meeting, and to
invite nominations from shareholders, a circular will be sent to shareholders. The names, brief
biographies (including qualifications and relevant experience), independence, proposed
remuneration and any other information, as required pursuant to the applicable laws, rules and
regulations, of the proposed candidates will be included in the circular to shareholders. A
shareholder can serve a notice to the Company Secretary within the lodgement period of its
intention to propose a resolution to elect certain person(s) as a Director, without the Board's
recommendation or the Nomination Committee’s nomination, other than those candidates set out
in the shareholder circular. The particulars of the candidates so proposed will be sent to all
shareholders for information by a supplementary circular. A candidate is allowed to withdraw his
candidature at any time before the general meeting by serving a notice in writing to the Company
Secretary. The Board shall have the final decision on all matters relating to its recommendation of
candidates to stand for election at any general meeting. Unless required by law or any regulatory
authority, under no circumstances shall a member of the Nomination Committee or a staff member
of disclose any information to or entertain any enquiries from the public with regard to any
nomination or candidature before the circular to shareholders is issued. Following the issue of the
circular, the Nomination Committee or Company Secretary or other staff member approved by the

Nomination Committee may answer enquiries from the regulatory authorities or the public but
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confidential information regarding nominations and candidates should not be disclosed. The Board
adopted a board diversity policy (the “Board Diversity Policy”) which sets out its approach to
achieve and maintain diversity on the Board in order to enhance the effectiveness of the Board, the
summary of which is as follows: the Board has set objectives (including but not limited to gender,
age, cultural and educational background, ethnicity, professional experience, skills, knowledge and
length of service) to implement the Board Diversity Policy and review such objects from time to time
to ensure their appropriateness and ascertain the progress made towards achieving those
objectives. The ultimate decision will be based on merit and contribution that the selected
candidates will bring to the Board. The Nomination Committee is responsible for monitoring the
implementation of the Board Diversity Policy and review the same as appropriate. In designing the
Board’s composition, board diversity has been considered and the Board should have a balance of
skills, experience and knowledge in the industry and diversity of perspectives appropriate to the
Company’s business. All Board appointments will be based on meritocracy, and candidates will be
considered against objective criteria, having due regard for the benefits of diversity on the Board.
The Nomination Committee having reviewed the Board’s composition, nominated Mr. WANG Di,
Mr. WANG Yong and Mr. WANG An to the Board for it to recommend to the Shareholders for re-
election at the annual general meeting of the Company held on 12 June 2020. The nomination
were made in accordance with the nomination policy of he Company, having took into account the
diversity aspects (including but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of service), with due regard for the
benefits of diversity, as set out under the Board Diversity Policy. One meeting was held by the
Nomination Committee during the Year. The Nomination Committee performed annual review of
the structure of the Board and recommended the nomination of Directors for re-election at the

annual general meeting of the Company held on 12 June 2020.
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Attendance record of the Board, and Board committee meetings and general meetings

The details of Directors’ attendance of the Board and board committee meetings as well as general

meetings held during the Year are set out in the following table:

No. of meetings attended/no. of meetings held

Audit Remuneration  Nomination
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Executive Directors:
WANG Jin Tao
(Chief Executive Officer) 4/4 N/A N/A N/A 11
WANG Wei Min 4/4 N/A N/A N/A 11
Non-executive Directors:
WANG Di (Chairman) 4/4 N/A N/A N/A 11
WANG Yong (Deputy Chairman) 4/4 N/A N/A N/A i
SUN Xinhu 4/4 N/A 11 il 17
Independent Non-executive
Directors:
WONG Kai Ming 4/4 3/3 17 11 11
WANG An 4/4 3/3 il N/A 17
WANG Zhen 4/4 3/3 N/A ”hn 17
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Auditors’ Remuneration
A breakdown of the remuneration of the Group’s external auditor, HLB Hodgson Impey Cheng Limited, for

the year ended 31 December 2020 is as follows:

(RMB'000)
HLB Hodgson Impey Cheng Limited
Annual audit services 565
Non-audit services* 26
* Being professional fees for services rendered in connection of review of continuing connected transactions for

the year ended 31 December 2020.

Internal Control

Risk Management and Internal Control

Maintaining sound risk management and internal control systems is pivotal to the fulfillment of the
Group’s business objectives and its long-term sustainable growth. The Board acknowledges its overall
responsibility for evaluating and determining the nature and extent of the risks the Group is willing to take
in achieving the Group’s strategic objectives, and ensuring that the Company establishes and maintains
appropriate and effective risk management and internal control systems to safeguard shareholders’
investment and the Group’s assets. To this end, the Board continuously reviews and makes improvements
in its risk management and internal control framework. During the Year, the Group has set up its own
internal audit department which conducted a comprehensive review of the Group’s risk management
system, resulting in an enhanced enterprise risk management (“ERM") framework through a robust and
inclusive system that manages risks at all levels of the organisation. During the Year, the Board, through
the Audit Committee, also reviewed the effectiveness of the Group’s risk management and internal control

systems, covering operational, financial and compliance controls of the Group.

Risk Management Framework

The Group’s risk management system is aligned with the internal control framework of international
body consisting of the five elements, namely, the control environment, risk assessment, control activities,
information and communication, and monitoring. The risk management and internal control systems of the
Company are designed to manage rather than eliminate the risk of failure to achieve business objectives
of the Group and can provide reasonable, but not absolute assurance against material misstatement or
loss. The systems consist of two essential features, the risk governance structure and the risk management

process.
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Risk Governance Structure — The Group's risk governance structure is based on the “3 lines of
defence” model, which comprises day-to-day operational management and control, risk and compliance
oversight, and independent assurance. The ERM policy formalised by the Group clearly defines roles and
responsibilities of each of the multiple layers of the structure, including the Board, the Audit Committee,

senior management, department heads, operational level and internal audit.

Risk Management Process — The Group’s ERM approach is a structured mechanism and a continuous
process of identifying, evaluating, prioritising, managing and monitoring the risks that the Group faces.
The key process of the Group’s ERM is illustrated below:

1 Risk Identification

\4

Identify potential risks of
key processes at least annually A4

6 Annual Review

2 Risk Assessment

Conduct annual review on
the effectiveness of the risk management
and internal control systems

Evaluate and prioritise
the risks at least annually

A
\4
5 Risk Reporting 3 Risk Response
Submit risk monitoring and Formulate risk mitigation plan for the
management information significant risks identified
A 4 Risk Monitoring

Define risk indicators and set acceptable
indicator levels for monitoring the -
significant risks identified

The ERM adopted by the Group is embedded in our strategy development, business planning and
day-to-day operations. The Group adopts a control and risk self-assessment methodology and continuously
assesses and manages its risk profile on a regular basis. Risks that are relevant to the Group’s business
are identified, assessed and ranked according to their likelihood, financial consequence and reputational
impact on the Group. The ERM system uses risk indicators and red flags to monitor the priority risks
identified. Risk owners are required to submit risk alerts with risk mitigation plan promptly and regular risk
reports are presented to the senior management and Audit Committee for ongoing review and monitoring.
The key risks identified, managed and monitored during the Year include sale and taxation process. Action

plans were formulated and implemented during the Year to address the areas of concern effectively.
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The Group's internal audit department conducts risk management and internal control reviews covering
operational, financial and compliance controls of the Group. The Group’s internal audit function reports
directly to the Audit Committee. It carries out independent reviews of key business processes and controls
in accordance with its annual audit plan approved by the Audit Committee. The head of internal audit
has regular meetings with the Audit Committee to report the key findings and recommendations for
improvement of audit issues. The Audit Committee and the Board were not aware of any areas of concern
that would have a material impact on the financial position or results of operations of the Group and

considered the risk management and internal control systems to be effective and adequate.

Inside Information

The Company takes seriously of its obligations under the Part XIVA of the Securities and Futures Ordinance
(“SFO") and the Listing Rules with respect to procedures and internal controls for the handling and
dissemination of inside information. The Group has a disclosure policy which sets out guidelines and
procedures to the Directors and officers of the Group to ensure inside information of the Group is to be
disseminated to the public in equal and timely manner (the “Disclosure Policy”). Under the Disclosure
Policy, the Company’s disclosure team comprising executive Director and members of senior management
have the overall delegated authority to decide whether the information reported is inside information and
require disclosure and refer the subject matter to the Board for decision. Measures are in place to preserve
the confidentiality of inside information and to ensure that its recipients recognise their obligations to
maintain it confidential. In communicating with external parties, only designated officers are authorised to
respond to enquiries in allocated areas of issues. Briefing session is held regularly for officers to facilitate

their understanding and compliance with the policy.

Company Secretary

The Company Secretary provides advice and services to the Board to ensure that the Board follows all the
Company’s Board procedures and all applicable rules and regulations. The Company Secretary notifies
the Board of rule amendments and updates in respect of corporate governance practices, to assist the
Directors in fulfilling their responsibilities. The Company Secretary, Mr. YU Chi Kit has confirmed that he
has sufficient relevant professional training during the Year as required under Rule 3.29 of the Listing

Rules.

Directors’ and Officers’ Liability Insurance

The Company has taken out liability insurance to indemnify its Directors and senior management for
their liabilities arising from the performance of their duties. The insurance coverage is reviewed by the
Company on an annual basis. No claim has been made against the Directors and senior management of

the Company during the Year.
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Shareholders’ Rights and Investor Relations

Under the Companies Act of Bermuda (the “Companies Act”) and the Bye-laws of the Company,
dividends may be paid out of contributed surplus (as ascertained in accordance with the Companies Act).
No dividend shall be paid or distribution made out of contributed surplus if to do so would render the
Company unable to pay its liabilities as they become due or the realisable value of its assets would thereby
become less than the aggregate of its liabilities and its issued share capital and share premium accounts.
However, no dividend shall exceed the amount recommended by the Board of the Company. The Company
does not have any predetermined dividend payout ratio. Declaration and recommendation of payment of
dividends of the Company is subject to the approval of the Board of the Company, depending on results
of operations, working capital, financial position, future prospects, and capital requirements, as well as
any other factors which the Board of the Company may consider relevant from time to time. Shareholders
will be entitled to receive dividends apportioned and paid pro rata according to the amounts paid up on
the shares. Any future declaration, recommendation and payment of dividends of the Company may or
may not reflect or follow the historical declarations and payments of dividends and will be at the absolute
discretion of the Board of the Company. The Company’s shareholders’ communication policy is to maintain
transparency and provide timely information of the Group’s material developments to shareholders and
investors. General meetings of the Company are formal channels for communication between shareholders
and the Board. The chairmen of the Board and the Board committees are invited to attend the general
meetings to have direct communication with the shareholders. External auditor of the Company should
also attend annual general meetings to answer shareholders’ enquiries. Under the Company’s bye-laws,
the Bermuda Companies Act 1981 and applicable legislation and regulation, shareholders holding at the
date of deposit of the requisition not less than one-tenth of the paid-up capital of the Company carrying
the right of voting at general meetings of the Company shall at all times have the right, by written
requisition sent to the Company’s registered office at Clarendon House, 2 Church Street, Hamilton, HM11
Bermuda and its principal place of business in Hong Kong at Unit 2110, 21/F, Harbour Centre, 25 Harbour
Road, Wanchai, Hong Kong, for the attention of the Board or the Company Secretary, to require a special
general meeting (“SGM") to be called by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months after the deposit of such requisition.
The written requisition must state the purpose(s) of the general meeting, signed by the shareholder(s)
concerned and may consist of several documents in like form, each signed by one or more of those
shareholders. If the requisition is in order, the Company Secretary will ask the Board to convene a SGM by
serving sufficient notice in accordance with the statutory requirements to all the registered shareholders.
On the contrary, if the requisition is invalid, the shareholders concerned will be advised of this outcome
and accordingly, a SGM will not be convened as requested. The notice period to be given to all the
registered shareholders for consideration of the proposal raised by the shareholder(s) concerned at a SGM
varies according to the nature of the proposal, as follows: (i) at least twenty-one (21) clear days’ and not
less than ten (10) clear business days' notice in writing if the proposal constitutes a special resolution of
the Company, which cannot be amended other than to a mere clerical amendment to correct a patent
error; and (i) at least fourteen (14) clear days’ and not less than ten (10) clear business days’ notice
in writing if the proposal constitutes an ordinary resolution of the Company. Shareholders who have
enquiries about the above procedures or have enquiries to put to the Board or have suggestions on the
Company’s business may write to the Company Secretary at Unit 2110, 21/F, Harbour Centre, 25 Harbour
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Road, Wanchai, Hong Kong. The Board and senior management of the Company will seriously consider
shareholders’ enquiries and address them accordingly and in compliance with the Listing Rules. During the
Year, no shareholders’ written enquiry was received. The investor relations and corporate communication
department of the Company in Hong Kong maintains regular communication and dialogue with
shareholders, investors and analysts. It can be accessed during normal business hour by phone (Telephone:
3188 4518) or email (ir@xiwangproperty.com). Shareholders and investors can also visit the Company’s
website at www.xiwangproperty.com and the Stock Exchange’s website for the Company’s announcements,
circulars, financial information, corporate governance practices, annual reports, interim reports and other
corporate information and updates of business development and operations. During the year, there have
been no changes to the Company’s constitutional documents.

Business Model and Strategy

The Group generates revenue from selling properties in the PRC. The Group will maintain flexible strategies
in business development and prudent risk and capital management in order to achieve sustainable long
term profitability and asset growth which in turns will maximize the shareholders’ interest. The Group
aims in maintaining its gearing at reasonable level and good banking relationships which enables the
Group to obtain the funding for business needs and investments when opportunities arise. The Group is
optimistic about the long term economic potentials of the real estate market in China, and will focus on
the development of residential projects in Shandong Province and look for development potential in other
areas in China from time to time to explore new markets.

On behalf of the Board

WANG Di
Chairman

Hong Kong, 29 March 2021
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DIRECTORS’ REPORT

The Board is pleased to present its annual report together with the audited consolidated financial statements of
the Group for the year ended 31 December 2020.

Principal Activities
The Group is principally involved in property development and trading of construction materials in the PRC.

Dividend
No final dividend was proposed by the Board for both ordinary shares and convertible preference shares in
respect of the Year (2019: Nil). Payment of the preferred annual distribution of RMB0.01 per convertible

preference share will be deferred as at 31 December 2020.

Business Review
Business review of the Company and a discussion and analysis of the Group’s performance during the Year, the

material factors underlying its results and financial position, and an indication of likely future development in the
Company’s business are set out on pages 6 to 8 of this Annual Report. An analysis of Group’s performance using
financial key performance indicators is provided on pages 6 to 8 of this Annual Report. These discussions form

part of this Directors’ report.

Principal Risks and Uncertainties
A number of factors may affect the results and business operations of the Group, some of which are inherent to

property development business and some are from external sources. Major risks are summarized below.

(i) Market Risk

The accumulative increase in average prices narrowed down, with price generally stable. The accumulative price
increase by city tier slowed down, where the price increase in third-tier cities had decreased significantly, but
remained in high level. Meanwhile, we need to bear in mind the negative impact brought by high property
prices. For an enterprise, high property prices have increased its cost of purchasing or leasing a property and the
cost of living of its staff, which in turn will drive up the wages of its staff, and thus the costs of the enterprise.
Moreover, persistently high property prices have also increased the risk for the market price to fall. In response
to the change in the government’s policy, the Group has enhanced the quality of its products, as well as its
competitiveness. We will adopt a policy of marketing aggressively and pricing reasonably, in order to be in well

position to adapt to price changes circle.
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The real estate market has gradually shaken off the impact of the epidemic and moved onto the right track,
but the drop in income of people engaged in the more affected industries such as foreign trade, tourism and
services will, to a certain extent, also suppress the demand for housing. In Zouping, Shandong Province, where
the Group’s principal operations are located, prices of some high-end residential properties were reduced slightly
in the first half of the year and remained stable overall, leaving more room for demand for new and improved
housing, limited land supply and fewer new housing developments, and commercial housing prices are expected

to remain at the current level with narrow fluctuations.

(ii) Policy Risk

China’s real estate industry is strictly regulated by the government. The changes of governmental policies will
probably affect the development of the industry. Meanwhile, property developers are required to obtain various
permissions, licenses, certificates and other approvals from relevant administrative authorities at different stages
of property development. Each approval is subject to several conditions. Failure to obtain relevant approvals
will affect the development of our subject property projects, undermining the business, financial condition and
operating results of the Company. The Central Economic Work Conference took destocking in the real estate
market as the focus of our country’s supply-side structural revolution. Destocking is also a core measure to
achieve a stable and healthy real estate market. Thanks to our government’s various measures, the destocking in
real estate made significant progress. In the short term, China’s real estate policies will not change a lot, and the
regulation will be stepped up. The development pattern of real estate industry features a strong high-end market,
a supportive mid-range market and a solid entry-level market. The establishment and improvement of our long-
term mechanism takes time. Promoting housing system revolution and establishing of long-term mechanism were
proposed in a meeting of the Central Politburo. The implementation of long-term mechanism will be accelerated.
Meanwhile, short-term regulation and long-term mechanism have come closer. Taking multilevel housing supply
system to a higher level while maintaining the stability of real estate market is of importance. It is also going to
change real estate market a lot in the future. For example, the concept of housing on people’s mind will change,
and house buyers are more likely to be the actual users of the houses they buy. The foundation of the real estate
is going to be more solid. Many cites have issued their own regulatory policies. Regulations on real estate finance
have become stricter, curbing the demand originating from speculation. The tightening regulations in property
market is leading to a “Four Restrictions Era”, namely, restrictions on purchasing, borrowing, pricing and selling.
The Group closely monitors the laws, regulation and policies in China, so as to duly apply for licences and permits
in advance, carry out its operation activities in strict compliance with relevant government policies, tackle and

deal with ad hoc issues in an immediate and active manner.
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Environmental Policies and Performance

The Group paid attention to nourish and enhance employees’ awareness of cherishing resources and utilizing
resources with high efficiency, and proactively promoted environmental protection. It urged and encouraged
supervisory employees on duty to save energy and paper at work. The ultimate goal is to save resources and costs

and protect the environment.

Compliance with Laws and Regulations

The Group’s operations are mainly carried out by the Company’s subsidiaries in the PRC while the Company itself
is listed on the Stock Exchange. Our establishment and operations accordingly shall comply with relevant laws
and regulations in the PRC and Hong Kong. During the year ended 31 December 2020 and up to the date of this

report, we have complied with all the relevant laws and regulations in the PRC and Hong Kong.

Explanatory Notes to Important Relationship with Employees, Customers and Suppliers

The Group promoted people-oriented management cultures and emphasized the value of employees as it
believed employees were important resources for enhancing the Company’s productivity and core competency. To
provide employees with competitive remunerations and opportunities to receive skill trainings is closely connected
to the realization of employees’ individual values as well as the Group’s strategic goals. The Group maintained
good cooperation and communications with upstream builders and material suppliers, and ensured both sides
were mutually benefited. The Group also paid close attention to customers’ satisfaction, carefully listened to
opinions of property owners and constantly enhanced service quality in order to maintain good reputation of the

Company.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group during the Year are set out in note 14

to the consolidated financial statements.

Share Capital

Details of movements in the Company’s share capital for the Year are set out in note 25 to the consolidated

financial statements.

Five Year Financial Summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out

on page 129.
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Share Option Scheme

In view of the expiry of the 2005 Scheme, the Company adopted a share option scheme pursuant to a resolution
passed at a shareholders’ meeting held on 10 May 2018 (the “2018 Scheme"”), as incentives or rewards for
eligible participants’ contribution to the Group. Participants of the 2018 Scheme include (i) any employee
or proposed employee (whether full-time or part-time and including any executive Director), consultants or
advisers of or to the Company, any of its subsidiaries or any entity (“Invested Entity”) in which the Group
holds an equity interest; (ii) any non-executive Directors (including Independent non-executive Directors) of the
Company, any of its Subsidiaries or any Invested Entity; (iii) any supplier of goods or services to any member of
the Group or any Invested Entity; (iv) any customer of the Group or any Invested Entity; (v) any person or entity
that provides research, development or other technological support to the Group or any Invested Entity; (vi) any
shareholder of any member of the Group or any Invested Entity or any holder of any securities issued by any
member of the Group or any Invested Entity. The 2018 Scheme became effective on 10 May 2018 and, unless
otherwise cancelled or amended, will remain in force for 10 years from that date. No share options have been
granted under the 2018 Scheme since its adoption. The maximum number of shares issuable upon exercise of all
outstanding options which may be granted under the 2005 Scheme, the 2018 Scheme and any other share option
scheme of the Group shall not exceed 140,877,331 ordinary shares in aggregate, representing approximately
10.00% of ordinary shares in issue and listed on the Stock Exchange as at the date of this report, and which
must not in aggregate exceed 30% of the ordinary shares in issue from time to time. The maximum number of
ordinary shares issued and to be issued upon exercise of the options granted to any eligible person (including
exercised and outstanding options) in any 12-month period shall not exceed 1% of the issued ordinary shares
from time to time. Any further grant of share options in excess of this limit is subject to shareholders’ approval
in a general meeting (with such participant and his associates abstaining from voting). The offer of a grant of
share options may be accepted within 28 days from the date of offer, upon payment of a nominal consideration
of HK$1.00 in total by the grantee. The exercise period of the share options granted is determinable by the
Directors. The exercise price of share options is determinable by the Directors, but may not be less than the
higher of (i) the Stock Exchange closing price of the Company’s shares on the date of offer of the share options;
and (ii) the average Stock Exchange closing price of the Company’s shares for the five trading days immediately
preceding the date of offer, and (iii) the nominal value of a share in the Company. Share options do not confer
rights on the holders to dividends or to vote at shareholders’ meetings. The Company operated a share option
scheme (the “2005 Scheme”), which was adopted pursuant to a resolution passed at a shareholders’ meeting
held on 6 November 2005, for the purpose of providing incentives and rewards to eligible participants who

contribute to the success of the Group’s operations.
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The principal terms of the 2005 Scheme are summarised as follows: The maximum number of ordinary shares
of the Company which may be issued upon exercise of all options to be granted under the 2005 Scheme and
any other schemes of the Group must not exceed 80,000,000 ordinary shares, being 10% of ordinary shares in
issue on the date of listing of the ordinary shares on the Stock Exchange and approximately 5.68% of ordinary
shares in issue and listed on the Stock Exchange as at the date of this report, and which must not in aggregate
exceed 30% of the ordinary shares in issue from time to time. The maximum number of ordinary shares issued
and to be issued upon exercise of the options granted to any eligible person (including exercised and outstanding
options) in any 12-month period shall not exceed 1% of the issued ordinary shares from time to time. The
subscription price for the ordinary shares under the 2005 Scheme shall be such price as the Board may in its
absolute discretion determine at the time of grant of the option but the subscription price shall not be less
than the highest of (i) the closing price of the ordinary share as stated in the Stock Exchange's daily quotations
sheet on the date of the Board approving the grant of an option, which must be a business day; (ii) the average
closing price of the ordinary share as stated in the Stock Exchange’s daily quotations sheet for the five business
days immediately preceding the offer date; and (iii) the nominal value of the ordinary share. An option may be
exercised in whole or in part in accordance with the terms of the 2005 Scheme at any time during the period
commencing immediately after the business day on which the option is deemed to be granted and accepted in
accordance with the Scheme (the “2005 Commencement Date"”) and expiring on such date of the expiry of the
option as the Board may in its absolute discretion determine and which shall not exceed ten years from the 2005
Commencement Date but subject to the provisions for early termination thereof as set out in the 2005 Scheme.
Upon acceptance of the option, the grantee shall pay HK$1.00 to the Company as consideration for the grant.
The 2005 Scheme became effective on 6 November 2005 and expired on 5 November 2015. The share options
granted under the 2005 Scheme prior to its termination shall continue to be valid and exercisable in accordance
with the 2005 Scheme.
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As at 31 December 2020, options to subscribe for 6,400,000 ordinary shares of the Company, representing
approximately 0.45% of ordinary shares in issue and listed on the Stock Exchange as at the date of this report,

were outstanding, details of which are set out in note 26 to the consolidated financial statements and below:

During the year ended Outstanding  Outstanding
31 December 2020 as at as at Exercise
Class of 1 January 31 December price per Exercise
grantee Date of grant Granted  Exercised  Cancelled Lapsed 2020 2020 Share period
(HKS)
Directors
WANG Di- 5 November 2013 - - - - 3,000,000 3,000,000 1112 (Note 2, 3)
SUN Xinhu 5 November 2013 - - - - 3,000,000 3,000,000 1112 (Note 2, 3)
Employees
(Note 1) 5 November 2013 - - - - 400,000 400,000 1.112 (Note 2, 3)
- - - - 6,400,000 6,400,000
Notes:
1. Employees include employees of the Group (other than the directors) working under employment contracts with the

Group which are regarded as “continuous contracts” for the purpose of the Employment Ordinance (Chapter 57 of the

Laws of Hong Kong).

2. The closing price of the ordinary shares as stated in the Stock Exchange's daily quotations sheet on 4 November 2013,

being the trading day immediately preceding the date of grant of options, was HKD1.10 per share.
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3. The validity period of the options is from 5 November 2013 to 5 November 2023. The options can only be exercised by

the grantees in the following manner:

Maximum cumulative
number of ordinary
shares under the options
that can be subscribed

for pursuant to

Commencing from the exercise of the options
5 November 2014 2,100,000
5 November 2015 2,100,000
5 November 2016 2,200,000

Equity-linked Agreements
Other than the share option schemes as disclosed above, no equity-linked agreements were entered into by the

Company, or existed during the year.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the Company’s Bye-laws or the laws of Bermuda, being the
jurisdiction in which the Company was incorporated, which would oblige the Company to offer new shares on a

pro rata basis to existing shareholders.

Purchase, Sale or Redemption of Listed Securities of the Company
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the listed securities of

the Company during the Year.

Reserves
Details of movements in the reserves of the Company during the Year are set out in note 34 to the consolidated

financial statements and in the consolidated statement of changes in equity.

As the 31 December 2020, the reserves available for distribution to shareholders of the Company was

RMB204,623,000 (31 December 2019: RMB227,181,000).
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Major Customers and Suppliers
For the Year, purchases from the largest supplier of the Group accounted for approximately 82% (2019: 95%)

of the Group’s total purchase and purchases from the Group’s five largest suppliers accounted for approximately
92% (2019: 98%) of the Group’s total purchase. For the Year, the Group’s largest customer accounted for
approximately 94% (2019: 96%) of the Group’s total revenue and the Group’s five largest customers accounted
for approximately 100% (2019: 99%) of the Group’s total revenue. None of the Directors or any of their close
associates or any shareholders of the Company (which, to the best knowledge of the Directors, own more than
5% of the Company’s issued share capital) had any beneficial interests in the Group’s five largest suppliers and

five largest customers of the Group during the Year.

Directors and Directors’ Service Contracts
The Directors during the Year and up to the date of this report were:

Executive Directors:
Mr. WANG Jin Tao (Chief Executive Officer)
Mr. WANG Wei Min

Non-executive Directors:

Mr. WANG Di (Chairman)

Mr. WANG Yong (Deputy Chairman)
Mr. SUN Xinhu

Independent Non-executive Directors:
Mr. WONG Kai Ming

Mr. WANG An

Mr. WANG Zhen

Pursuant to Bye-law 87(1) of the Bye-laws of the Company, each of Mr. WANG Jin Tao, Mr. SUN Xinhu and Mr.
WONG Kai Ming shall retire from office at the forthcoming annual general meeting and, being eligible, will offer
himself for re-election. None of the Directors has a service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year without payment of compensation, other than statutory
compensation. The Company has received from each of the independent non-executive Directors an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules and the Company considered all the

independent non-executive Directors to be independent.
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Directors’ and Senior Management’s Biographies
Biographical details of the Directors and the senior management of the Group are set out on pages 9 to 12 of

this annual report.

Directors’ Interests in Contracts of Significance

Save as disclosed in note 29 to the consolidated financial statements, no transaction, arrangement or contract of
significance to the business of the Group to which the Company, its holding company or any of its subsidiaries
was a party in which a Director or an entity connected with a Director had a material interest, either directly or

indirectly, is subsisting at the end of the Year or at any time during the Year.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed above, at no time during the Year was the Company or any of its subsidiaries or the holding
company or a subsidiary of the Company’s holding company a party to any arrangements to enable the Directors
to acquire benefits by means of an acquisition of shares in, or debentures of, the Company or any other body

corporate.

Directors’ Interests in Competing Business
Pursuant to Rule 8.10 of the Listing Rules, the Company disclosed that none of the Directors has any interest in
any business apart from the Group’s business, which competes or is likely to compete, either directly or indirectly

with the Group's business.

Permitted Indemnity Provision
The Company has taken out liability insurance to indemnify its Directors for their liabilities arising from the

performance of their duties.

Management Contracts
No contracts concerning the management and administration of the whole or any substantial part of the business

of the Company and the Group were entered into or existed during the year ended 31 December 2020.

Remuneration Policy

The remuneration policy of the Group is set on the basis of the employees’ merit, qualifications and competence
and reviewed by the Remuneration Committee periodically. The remuneration package of the Directors are
reviewed and recommended by the Remuneration Committee and approved by the Board, with consideration to

the Group's operating results, individual performance and comparable market statistics.
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Directors’ Interests in Shares, Underlying Shares and Debentures of the

Company and its Associated Corporations

As at 31 December 2020, the interests and short positions of the Directors and chief executive of the Company
in the shares, underlying shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) (“SFO")) as recorded
in the register required to be kept by the Company under section 352 of the SFO, or were required, pursuant to

the Model Code, to be notified to the Company and the Stock Exchange, were as follows:

Approximate
percentage
shareholding

in the same class

of securities

Number and in the relevant
Name of Name of company/ class of securities corporation as at
Director associated corporation Capacity held/interested 31 December 2020
(Note 1)
WANG Yong Company Interest of controlled 982,999,588 69.78%
corporations (Note 2) ordinary shares (L)
(Note 4)
506,244,669 99.75%
convertible preference
shares (L)
(Note 4)
Xiwang Investment Interest of controlled 3 shares (L) 100%
Company Limited corporations (Note 2)
(“Xiwang Investment”)
Xiwang Holdings Beneficial owner (Note 2) 6,738 shares (L) 3.37%
Interest of controlled 190,000 shares (L) 95%
corporations (Note 2)
Xiwang Hong Kong Interest of controlled 694,132,000 shares (L) 100%

corporations (Note 2)
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Approximate
percentage
shareholding

in the same class

of securities

Number and in the relevant
Name of Name of company/ class of securities corporation as at
Director associated corporation Capacity held/interested 31 December 2020
(Note 1)
Xiwang Group Beneficial owner
(Note 2) RMB1,383,000,000 (L) 26.85%
Xiwang Special Steel Interest of controlled 1,344,855,000 shares (L)
corporations (Note 2) (Note 3) 56.77%
WANG Di Company Beneficial owner 3,000,000 0.21%
ordinary shares (L)
(Note 5)
Xiwang Holdings Beneficial owner 177 shares (L) 0.09%
Xiwang Group Beneficial owner RMB35,400,000 (L) 1.54%
Xiwang Special Steel Beneficial owner 11,000,000 shares (L) 0.46%
SUN Xinhu Company Beneficial owner 3,000,000 0.21%
ordinary shares (L)
(Note 5)
Xiwang Holdings Beneficial owner 89 shares (L) 0.04%
Xiwang Group Beneficial owner RMB35,400,000 (L) 1.54%
Xiwang Special Steel Beneficial owner 2,102,000 shares (L) 0.09%
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Notes:

The letter “L"” represents the Director’s interests in the shares.

As at 31 December 2020, Xiwang Group is the ultimate holding company of the Company. Xiwang Group is owned
as to 26.85% by Mr. WANG Yong, 34.41% by 20 individuals including WANG Di and the remaining 38.74% by other
shareholders. Further, the 20 individuals are accustomed to act in accordance with the directions of Mr. WANG Yong
in respect of the exercise by such 20 individuals of their voting powers as a shareholder of Xiwang Group. Accordingly,
Mr. WANG Yong is deemed to be interested in 61.26% of the shares of the Company in which Xiwang Group is

interested.

Xiwang Hong Kong is a wholly-owned subsidiary of Xiwang Group. Xiwang Hong Kong directly holds 95% and
Mr. WANG Yong and 22 individuals directly hold 5% of the issued share capital of Xiwang Holdings, respectively.
Xiwang Investment is a wholly-owned subsidiary of Xiwang Holdings. Therefore, Xiwang Holdings, Xiwang Hong Kong

and Xiwang Group are deemed to be interested in the number of shares of the Company held by Xiwang Investment.

These shares are registered in the name of Xiwang Investment. Mr. WANG Yong is deemed to be interested in all the

shares of Xiwang Special Steel held by Xiwang Investment.

These shares are registered in the name of Xiwang Investment. Mr. WANG Yong is deemed to be interested in all shares

held by Xiwang Investment.

These interests represent the Directors’ beneficial interests in the underlying shares in respect of the share options

granted by the Company to the Directors. Details of which are set out in the section headed “Share Option Scheme”.
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Substantial Shareholders and Other Persons who are Required to Disclose
their Interests pursuant to Part XV of the SFO

(a) Substantial shareholders of the Company
As at 31 December 2020, so far as it is known to any Directors of the Company, the following
shareholders (other than the Directors and chief executive of the Company whose interests and short
positions in the shares and underlying shares of the Company are set out above) had or were deemed or
taken to have interests or short positions in the shares and underlying shares of the Company as recorded

in the register required to be kept by the Company under Section 336 of the SFO:

Approximate

Number of percentage

Name of substantial shares of the of interest as at

shareholder Capacity Company held 31 December 2020
(Note 1)

Xiwang Investment Beneficial owner 982,999,588 69.78%

ordinary shares (L)

506,244,669 99.75%

convertible preference

shares (L)

Xiwang Holdings Interest of a controlled 982,999,588 69.78%
corporation (Note 2) ordinary shares (L)

506,244,669 99.75%

convertible preference

shares (L)

Xiwang Hong Kong Interest of controlled 982,999,588 69.78%
corporations (Notes 2, 3) ordinary shares (L)

506,244,669 99.75%

convertible preference

shares (L)
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Approximate

Number of percentage
Name of substantial shares of the of interest as at
shareholder Capacity Company held 31 December 2020
(Note 1)
Xiwang Group Interest of controlled 982,999,588 69.78%
corporations (Notes 2, 3) ordinary shares (L)
506,244,669 99.75%
convertible preference
shares (L)
ZHANG Shufang Interest of spouse 982,999,588 69.78%
(Note 4) ordinary shares (L)
506,244,669 99.75%
convertible preference
shares (L)
Qilu International Funds Person having a security 982,999,588 69.78%
SPC (acting for and interest in shares (Note 5) ordinary share (L)
on behalf of Zhongtai
Dingfeng Classified 506,244,669 99.75%
Fund SP) ("Qilu”) convertible preference
shares (L)
Zhongtai International Investment Manager 982,999,588 69.78%
Asset Management (Note 6) ordinary share (L)
Limited
506,244,669 99.75%
convertible preference
shares (L)
Notes:
(1) The letter “L" represents the entity’s interests in the shares.
(2) Xiwang Holdings directly holds 100% of the issued share capital of Xiwang Investment and therefore is deemed

to be interested in the number of shares of the Company held by Xiwang Investment.

(3) Xiwang Hong Kong directly holds 95% and Mr. WANG Yong and 22 individuals directly hold 5% of the issued
share capital of Xiwang Holdings, respectively. Xiwang Hong Kong is in turn wholly-owned by Xiwang Group.
Therefore, Xiwang Hong Kong and Xiwang Group are deemed to be interested in the number of shares of the
Company held by Xiwang Investment.

(4) Ms. ZHANG Shufang, being the spouse of Mr. WANG Yong, is deemed to be interested in all the shares in
which Mr. WANG Yong is deemed to be interested.
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(5) The controlling shareholder of the Company notified the Board on 28 September 2017 that it entered into
share charge agreements with an independent third party pursuant to which it charged all of its shareholding
in the Company in favour of such independent third party as security for notes issued by its subsidiary to such
independent third party in the aggregate principal amount of HK$200,000,000.

(6) Zhongtai International Asset Management Limited is the fund manager of Qilu, as such it is deemed to be
interested in all the shares Qilu is interested pursuant to the SFO.

(b) Other persons who are required to disclose their interests pursuant to Part XV of the
SFO
Save as disclosed in the paragraph headed “Directors’ Interests in shares, underlying shares and
debentures of the Company and its associated corporations” and paragraph (a) above, as at 31 December
2020, no other person had interests or short positions in the shares and underlying shares of the Company
which are required to be recorded in the register required to be kept by the Company under section 336
of the SFO.

Connected Transactions
The related party transactions set out in note 29 to the consolidated financial statements constitute continuing

connected transactions under Chapter 14A of the Listing Rules. Save as the provision of financial services under
the new Financial Services Framework Agreement dated 12 August 2019 entered into between the Company
and Xiwang Group Finance Company Limited (“Xiwang Finance”) as described below which are subject to
the reporting, annual review, announcement and independent shareholders’ approval requirements, all other
continuing connected transactions as set out in note 29 to the consolidated financial statements were exempt
continuing connected transactions under Rule 14A.33 of the Listing Rules and were exempt from the reporting,
annual review, announcement and independent shareholders’ approval requirements under the Listing Rules. The

Company has complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules.
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On 12 August 2019, the Company and Xiwang Finance entered into a new Financial Services Framework
Agreement to renew the existing arrangement for a term commencing from the effective date, being the date
on which all the conditions precedent set out in the agreement are fulfilled, to 30 November 2022. For each of
the period from the effective date to 31 December 2019, for the years ending 31 December 2020, 31 December
2021 and for the eleven months ending 30 November 2022, the caps on the maximum daily outstanding balance
of deposits (including accrued interests) at Xiwang Finance shall be RMB150 million, RMB150 million, RMB250
million and RMB500 million respectively. For the year ended 31 December 2020, the transaction amount did
not exceed the cap. Further details of the new Financial Services Framework Agreement were disclosed in the
announcement of the Company dated 12 August 2019 and the circular of the Company dated 25 October 2019.
Pursuant to Rule 14A.55 of the Listing Rules, the independent non-executive Directors have reviewed the above
continuing connected transactions and are of the opinion that the above continuing connected transactions
have been (i) carried out in the usual and ordinary course of business of the Group; (ii) conducted on normal
commercial terms; and (iii) entered into in accordance with the terms of the agreement which are fair and
reasonable and in the interests of the Company’s shareholders as a whole. The Company’s external auditor was
engaged to report on the Group’s continuing connected transaction in accordance with Hong Kong Standard
on Assurance Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 "Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. For the
purpose of Rule 14A.56 of the Listing Rules, the auditor of the Company, has provided a letter to the Board
confirming that nothing has come to their attention to cause them to believe that the continuing connected
transactions:

a. have not been approved by the board of directors.

b. were not entered into, in all material respects, in accordance with the relevant agreements governing such

transactions.
C. the disclosed continuing connected transactions have exceeded the annual cap as set by the Company.
A copy of the auditors’ letter has been provided by the Company to the Stock Exchange.
The Board also considers that the transactions have been conducted in accordance with the pricing policies under
the Financial Services Framework Agreement and the Company’s internal control procedures are adequate and
effective.
The board of directors had engaged its auditors to report on the continuing connected transaction for the year

ended 31 December 2020 and confirmed that the auditors have confirmed the matters set out in Rule 14A.56. of

the Listing Rules.
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Corporate governance

A report on the principal corporate governance practices adopted by the Company is set out on pages 13 to 26

of this annual report.

Audit Committee

The Company established an Audit Committee with written terms of reference based upon the provisions
and recommended practices of the Corporate Governance Code and Corporate Governance Report set out in
Appendix 14 of the Listing Rules. The primary duties of the Audit Committee are to review and supervise the
financial reporting process and internal control procedures and system of the Group. During the Year, members
of the Audit Committee comprised Mr. WONG Kai Ming (chairman), Mr. WANG An and Mr. WANG Zhen, being
the independent non-executive Directors. The Group’s consolidated financial statements for the Year have been
reviewed by the Audit Committee, which is of the opinion that such statement complied with the applicable
accounting standards, the Stock Exchange and legal requirements, and that adequate disclosures have been

made.

Sufficiency of public float

Based on information that is publicly available to the Company and within the knowledge of the Directors, the
Company has maintained sufficient public float not less than 25% of the total issued share capital as at the date

of this report.

Auditors

The consolidated financial statements for the Year have been audited by HLB Hodgson Impey Cheng Limited. A
resolution will be proposed at the upcoming annual general meeting of the Company to re-appoint HLB Hodgson
Impey Cheng Limited as auditors of the Company.

On behalf of the Board

WANG Di

Chairman

Hong Kong, 29 March 2021
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Jh= . 31/F Gloucester Tower
HLB) B fif &3t & ¥ 3 o A& mo 4
HODGSON IMPEY CHENG LIMITED The Landmark
11 Pedder Street

Central
Hong Kong
To the Shareholders of Xiwang Property Holdings Company Limited

(incorporated in the Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Xiwang Property Holdings Company Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 50 to 128, which
comprise the consolidated statement of financial position as at 31 December 2020, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the

consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 December 2020, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards ("HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA") and have been properly prepared

in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of the Group in accordance
with the HKICPA's Code of Ethics for Professional Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.
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Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of

the consolidated financial statements of the current period. These matters were addressed in the context of our

audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not

provide a separate opinion on these matters.

Goodwill

Refer to Notes 2.3 and 16 to the consolidated financial statements.

Key audit matter

The Group has goodwill of approximately
RMB180,405,000 relating to the property
development projects as at 31 December 2020.
Management performed impairment assessment on
the goodwill and concluded that no impairment was
recognised. This conclusion was based on value in
use model that required significant management
judgement with respect to the selling price and
construction cost of properties, plot ratio and the

discount rate.

How our audit addressed the key audit matter

Our procedures in relation to management’s impairment

assessment included:

e Assessing the methodologies used and the
appropriateness of the key assumptions based on
our knowledge of the relevant industry and using

our valuation experts;

e  Challenging the reasonableness of key assumptions
based on our knowledge of the business and

industry; and

e Checking, on a sampling basis, the accuracy and

relevance of the input data used.

We found the key assumptions were supported by the

available evidence.
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Carrying values of properties under development and completed properties held for sale

Refer to Notes 2.3 and 17 to the consolidated financial statements.

Key audit matter

The carrying values of properties under development
and completed properties held for sale were
approximately RMB293,878,000 and RMB4,284,000
as at 31 December 2020 respectively. The
management estimated the net realisable values
of the property under development and completed
properties held for sale by reference to the
sales proceeds of properties sold in the ordinary
course of business, less applicable variable selling
expenses and the anticipated costs to completion
or by management estimates based on prevailing
marketing conditions, which involve significant

management estimation.

OTHER INFORMATION

How our audit addressed the key audit matter

Our procedures in relation to management’s
determination of the carrying values of properties under
development and completed properties held for sale

included:

e Assessing the appropriateness of the methodologies
used by management for the assessments of the net
realisable values of properties under development

and completed properties held for sale;

e Comparing the management’s estimates to relevant

market data; and

e Checking, on a sampling basis, the accuracy and

relevance of the input data used.

We found the carrying values of properties under
development and completed properties held for sale

were supported by the available evidence.

The directors are responsible for the other information. The other information comprises the information included

in the annual report, but does not include the consolidated financial statements and our auditors’ report thereon

("Other Information”).

Our opinion on the consolidated financial statements does not cover the Other Information and we do not

express any form of assurance conclusion thereon.
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In connection with our audit of the consolidated financial statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this

Other Information, we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or

have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial reporting process.

AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. This report is made solely to you, as a body, in accordance with section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these

consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

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

involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by the directors.

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

However, future events or conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

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

responsible for our audit opinion.

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

during our audit.
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We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards

applied.

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

outweigh the public interest benefits of such communication.

The engagement director on the audit resulting in this independent auditors’ report is Kwok Tsz Chun.

HLB Hodgson Impey Cheng Limited

Certified Public Accountants

Kwok Tsz Chun
Practicing Certificate Number: PO6901

Hong Kong, 29 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

2020 2019

For the year ended 31 December Notes RMB’000 RMB’000
Revenue 5 25,228 111,702
Cost of sales (34,030) (146,746)
Gross loss (8,802) (35,044)
Other income 5 4,908 3,305
Impairment loss recognised in respect of goodwill 16 - (20,178)
Selling and marketing expenses (157) (167)
Impairment losses under expected credit loss model 6 (202) -
Administrative expenses (7,022) (13,464)
Loss from operation (11,275) (65,548)
Finance cost 7 (14) (25)
Loss before tax 8 (11,289) (65,573)
Income tax credit 11 167 13,572
Loss for the year (11,122) (52,001)
Loss attributable to:

Owners of the Company (11,122) (52,001)
Loss per share attributable to ordinary equity holders

of the Company
Basic and diluted 13

— Loss for the year

RMB(0.8) cent

RMB(3.7) cent

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2020 2019

For the year ended 31 December RMB’000 RMB’000
Loss for the year (11,122) (52,001)
Other comprehensive loss
Other comprehensive income to be reclassified to profit or loss

in subsequent periods:
Exchange differences on translation of foreign operations 746 838
Total comprehensive loss for the year (10,376) (51,163)
Loss attributable to:

Owners of the Company (10,376) (51,163)

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

2020 2019
As at 31 December Notes RMB’000 RMB’'000
NON-CURRENT ASSETS
Property, plant and equipment 14 28 57
Right-of-use asset 15 1,024 503
Goodwill 16 180,405 180,405
Total non-current assets 181,457 180,965
CURRENT ASSETS
Completed properties held for sale 17 4,284 18,163
Properties under development 17 293,878 293,878
Trade receivables 18 12,611 -
Prepayments and other receivables 19 89,384 100,409
Cash and cash equivalents 20 144,368 143,833
Total current assets 544,525 556,283
CURRENT LIABILITIES
Trade and other payables 21 48,926 51,000
Lease liabilities 23 551 511
Contract liabilities 22 323 1,084
Tax payable 4,665 4,711
Amounts due to related companies 29(a) 12,139 10,497
Total current liabilities 66,604 67,803
Net current assets 477,921 488,480
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2020 2019

As at 31 December Notes RMB’'000 RMB’000
Total assets less current liabilities 659,378 669,445
Less: Non-current liabilities

Lease liabilities 23 476 -

Deferred tax liabilities 24 93,158 93,325
Total non-current liabilities 93,634 93,325
Net assets 565,744 576,120
EQUITY
Equity attributable to owners of the Company

Share capital 25 175,672 175,672

Reserves 27 390,072 400,448
Total equity 565,744 576,120

These consolidated financial statements were approved and authorised for issue by the Board on 29 March 2021

and signed on its behalf by:

WANG lJin Tao SUN Xinhu

Director Director

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

Attributable to owners of the Company

Share Exchange
Share option  Capital Statutory Contributed Merger fluctuation  Retained Total
capital  reserve  reserve  reserve surplus ~ reserve  reserve profits equity

RMB'000  RMB'000  RMB'000  RMB'000 RMB'OO0  RMB'000  RMB'000  RMB'000  RMB'000

(note 27) (note 27) (note 27)  (note 27)
At 1 January 2019 175,672 1770 102,910 52,738 373,006 (118,063) 5,427 33823 627,283
Loss for the year - - - - - - - (52,001)  (52,001)
QOther comprehensive income for the year - - - - - - 838 - 838
Total comprehensive income/(loss) for the year - - - - - - 838 (52,001)  (51,163)

At 31 December 2019 and 1 January 2020 175,672 1,770 102,910 52,738 373,006 (118,063) 6,265 (18,178) 576,120

Loss for the year - - - - - - - M1 M122)
Other comprehensive income for the year - - - - - - 746 - 746
Total comprehensive income/(loss) for the year - - - - - - 746 (11,122 (10,376)
At 31 December 2020 175,672 1,770+ 102,910  52,738* 373,006*  (118,063)* 701 (29,300) 565,744
Note:

* These reserve accounts comprise the consolidated other reserves of RMB390,072,000 (2019: RMB400,448,000) in the

consolidated statement of financial position.

The accompany notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

2020 2019
For the year ended 31 December 2020 Notes RMB’000 RMB’000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax (11,289) (65,573)
Adjustments for:
Interest income 5 (2,559) (1,0071)
Depreciation — property, plant and equipment 14 17 47
Depreciation — right-of-use asset 15 584 597
Finance cost 7 14 25
Reversal of write-down of completed properties held for sale to
net realisable value 6 - (929)
Loss on write-off of property, plant and equipment 6 16 46
Gain on disposal of property, plant and equipment 5 (340) -
Impairment of losses recognised on trade receivables 202 -
Impairment loss recognised in respect of goodwill 16 - 20,178
(13,355) (46,610)
Decrease in completed properties held for sale 13,879 142,345
Increase in trade receivables (12,813) -
Decrease/(increase) in prepayment and other receivables 11,369 (8,646)
Decrease in trade and other payables (2,088) (75,322)
Decrease in contract liabilities (761) (342)
Increase in amount due to related companies 1,496 2,518
Cash (used in)/generated from operations (2,273) 13,943
PRC taxes paid (46) -
Net cash flows (used in)/generated from operating activities (2,319) 13,943
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2020 Note RMB’000 RMB'000
CASH FLOWS FROM INVESTING ACTIVITIES

Interest received 2,215 1,001
Purchase of property, plant and equipment (4) -
Proceeds on disposal of property, plant and equipment 340 -
Net cash flows generated from investing activities 2,551 1,001
CASH FLOW FROM FINANCING ACTIVITY

Repayment of lease liabilities (603) (615)
Net cash flow used in financing activity (603) (615)
NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS (371) 14,329
Cash and cash equivalents at beginning of year 143,833 128,666
Effect of foreign exchange rate changes, net 906 838
CASH AND CASH EQUIVALENTS AT END OF YEAR 144,368 143,833
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS

Cash and cash equivalents as stated in the statement of cash flows 20 144,368 143,833

The accompany notes form an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2020

CORPORATE AND GROUP INFORMATION

Xiwang Property Holdings Company Limited (the “Company”) is a limited liability company incorporated

in Bermuda. The registered office of the Company is located at Clarendon House, 2 Church Street,

Hamilton HM11, Bermuda. The principal place of business of the Company is disclosed in the corporate

information section to the annual report. In the opinion of the directors, the immediate holding company

of the Company is Xiwang Investment Company Limited (“Xiwang Investment”), which is a private

company incorporated in the British Virgin Islands (the “BVI”). The ultimate holding company of the

Company is Xiwang Group Company Limited (“Xiwang Group”), which is established in the People’s

Republic of China (the "PRC").

The Company and its subsidiaries (collectively referred to as the “Group”) were principally involved in

property development and trading of construction materials in the PRC.

Information about subsidiaries

Particulars of the principal subsidiaries are as follows:

Percentage of

Place of equity interest and
incorporation/ Issued ordinary/  voting rights attributable
registration registered to the Company
Name and business capital Direct Indirect Principal activities
% %
Keen Lofty Investments Limited BVI US$15,756,000 100 - Investment holding
Glorious Prosper Limited Hong Kong HK$1 - 100 Investment holding
Shandong Xiwang Property PRC RMB200,000,000 - 100 Property investment and
Company Limited?* development
(LRBIEXARAR)
Xiwang Property Company Limited PRC RMB200,000,000 100 - Property investment and

(AIBEARLAR)

# Established in the PRC as a wholly-foreign-owned enterprise

development
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2020

2.1

2.2

BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs"”) (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). For the purpose of preparation of the consolidation financial statements,
