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ANNUAL REPORT 2017

| am pleased fo present the annual report of Hong Kong International
Construction Investment Management Group Co., Limited (the “Company’)
fogether with its subsidiaries (the “Group’) for the year ended 31 December
2017. During the year under review, the Group achieved a profit attributable
fo equity holders of the Company of HK$6 million, equivalent to HK$0.003
per share (year ended 31 December 2016: HK$ 134 million, equivalent to
HK$0.129 per share [restated|| while turnover was HK$ 3,290 million (period
ended 31 December 2016: HK$3,031 million). The decrease in the profit
of the Group for the year ended 31 December 2017 as compared to that for
the period from 1 April 2016 to 31 December 2016 was mainly affributable
fo (i) a decrease in profit margin of foundation piling business due fo intense
market competition; and (i) a lower profit margin of property sales in the
Shenyang project than the Tianjin project, due to Tianijin is one of four direct
controlled municipalities of the People’s Republic of China and thus the Group
can obtain higher profit margin in this first tier city.

DIVIDEND

The board of directors of the Company (the “Board”) has resolved to
recommend a final dividend payment of HK$0.10 (period ended 31
December 2016: HK$0.10) per share to shareholders whose names appear
on the Company’s register of members on 31 May 2018. No interim
dividend was declared for the six months ended 30 June 2017 (period
ended 30 September 2016: Nil). Subject to the shareholders” approval at the
forthcoming annual general meeting, the proposed final dividend will be paid
on or before 31 July 2018.
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BUSINESS REVIEW

Hong Kong Market

Foundation Piling

During the year under review, turnover of the Group's foundation piling
segment was HK$2,494 million. lIts contribution to net profit was HK$ 147
million as compared to HK$226 million, representing segment result and share
of management incentive bonus, last period. During the year under review,
EBITDA for the foundation piling segment was HK$189 million as compared
to HK$268 million last period. The overall EBITDA margin for the segment was
8% for the year under review. The Group's major confracts on hand include,
inter alia, the public housing developments in Wong Tai Sin, Pak Tin Estates
and Fanling, private residential developments in Tseung Kwan O, Kwun Tong,
North Point, Pak Shek Kok, and commercial developments in Wong Chuk
Hang, Kwun Tong, Pak Shek Kok and Yuen long.

Property Development and Investment

The Hong Kong residential market remained robust with a stable increase in
property’s prices. The development and consfruction of the residential projects
of the Group in the Kai Tak area, New Kowloon Inland Lot No. $563 and
No. 6564, together with the two Engineering Procurement Construction (“EPC”)
projects in the same disfrict, New Kowloon Inland Lot No. 6562 and No.
6565 progressed as scheduled in 2017. The Group remained confident with
the development and consfruction projects in the Kai Tak Development Area
and believed it would bring sfeady return in the coming years.
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PRC Market

The Waterfront

During the year under review, the Group/s residential project in Shanghai, The
Waterfront, recognized a revenue of HK$8 million as compared to HK$30
of HK$4 million (period

million). Dunng the year under review,

million last period and contribution fo net profit
ended 31 December 2016: HK$11
the Group also recorded a fair value gain of ifs invesiment properties at The
Waterfront of HK$23 million (period ended 31 December 2016: HK$23

million).

The Riverside

The Group's residential project in Tianjin, The Riverside, comprises ¢ towers
with a tfofal gross floor area ["GFA”) of about 75,000 sgm. During the year
under review, a revenue of HK$57 million was recognized as compared to
HK$569 million last period and contribution fo net profit of HK$15 million
(period ended 31 December 2016: HK$305 million).

The Pinnacle

During the year under review, the Group's property development project in
Huanggu District in Shenyang recognized a revenue of HK$666 million as
compared to HK$286 million last period and contribution to net profit was
about HK$49 million (period ended 31 December 2016: HK$3 million).
During the year under review, EBITDA for the property development and
investment segment was HK$89 million as compared to HK$330 million last
period. The overall EBITDA margin was 12% for the year under review.
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Disposal of subsidiaries which are holding The Waterfront, The Riverside and
The Pinnacle

On 13 November 2017, Great Regent Investments limited, Shanghai
Changning Duncan Property Consulting Company Limited, Red Shine
Investment Limited and Carriway limited, each being a wholly-owned
subsidiary of the Company, entered info an equity transfer agreement with
Hainan HNA Shou Fu Invesiment Co., Lid. ["HNA Shou Fu'), a subsidiary
of HNA Group Co., lid. ("HNA Group'), for disposal of the entire equity
interests in Tysan Land (Shanghai) Limited which is holding The Waterfront, af
a cash consideration of RMB585.8 million (the “Shanghai Disposal”).

On 13 November 2017, Sparkle Key limited, a wholly-owned subsidiary of
the Company, entered into an equity transfer agreement with Hainan HNA
Infrastructure Investment Group Co., Utd. ("HNA Infrastructure”, now known as
HNA Infrastructure Investment Group Co., ltd.), a subsidiary of HNA Group,
whose shares are listed on the Shanghai Stock Exchange, for the disposal of
the entire equity inferests in Tysan Land (Shenyang] Limited which is holding
The Pinnacle, at a cash consideration of RMB762 million [the “Shenyang
Disposal”).

On 13 November 2017, Great Prosper limited, a wholly-owned subsidiary
of the Company, entered into an equity transfer agreement with HNA Shou Fu
for disposal of the entire equity interests in Tysan Property Development (Tianjin]
Co. ld. which is holding The Riverside, at a cash consideration of RMB435.8
million (the “Tianjin Disposal”).

Both HNA Shou Fu and HNA Infrastructure are subsidiaries of HNA Group,
which in turn is the holding company of HNA Finance | Co., lid. ("HNA
Finance I}, the controlling shareholder of the Company.

The Shanghai Disposal, the Shenyang Disposal and the Tianjin Disposal
are expected fo be completed in the first half of 2018. Further details of
the Shanghai Disposal, the Shenyang Disposal and the Tianjin Disposal are
set out in the Company’s announcements dafed 13 November 2017, 4
December 2017 and 27 December 2017, and a circular dated 7 December
2017, respectively.
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REAL ESTATE INVESTMENT AND ASSET MANAGEMENT

The Group's Real Estate Investment and Asset Management business was
started in late 2017 with the launch of two Cayman Islands investment funds,
namely HKICIM Fund II, L.P. and HKICIM Fund lll, L.P. [collectively, the
“Funds”), with a fotal asset under management of HK$9,851 million and @
fotal management fee of approximately HK$6,443,000 was generated as of
31 December 2017.

Formation of HKICIM Fund I, L.P.

On 13 October 2017, a amended and restated exempted limited partnership
agreement (the “Fund Il Partnership Agreement”) was entered into between
Hisea Infernational Co., lid. ["Hisea”] (@ wholly-owned subsidiary of HNA
Holding Group Co., lid., which in turn is the holding company of HNA
Finance |, the controlling shareholder of the Company), Benefit Developments
limited ("BDL") {a wholly-owned subsidiary of the Company) and HKICIM (GP)
Il limited {"HKICIM (GP) II") (@ wholly-owned subsidiary of the Company) in
relation to the formation of HKICIM Fund II, L.P. {"Fund II") and o subscription
agreement (the “Fund Il Subscription Agreement”) was entered info in relafion
fo the capital commitment of BDL o Fund II. Pursuant to the Fund Il Partnership
Agreement and the Fund Il Subscription Agreement, both BDL and HKICIM
(GP) Il have conditionally agreed to make a capital commitment in an
aggregated amount of approximately HK$728 million to Fund Il, representing
approximately 12.07% of the committed fund size (the “Fund Il Subscription”).

Pursuant to the Fund Il Partnership Agreement, HKICIM (GP) II, as a
general partner of Fund Il ["General Partner II"), is responsible for the day-
to-day operation and management of Fund Il, and will receive an annual
management fee equal to 1% of the aggregate capital commitments of Fund
Il as at 31 December of each calendar year as compensation for managing
affairs of Fund II. During the year, HKICIM (GP) Il received management fee of
approximately HK$6,443,000 from Fund II.
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The purpose of Fund Il is primarily fo (i} invest in a piece of land parcel known
as New Kowloon Inland Lot No. 6565 ("6565 land Parcel”), with a view
fo generafing income and capital appreciation, (i) manage, supervise and
dispose of such investments, and (i) engage in such other activities incidental
or ancillary therefo in the sole discretion of General Partner II.

Further details of Fund Il are set out in the Company's announcements
dated 13 October 2017, 16 October 2017, 3 November 2017 and 21
November 2017, and a circular dated 4 November 2017.

Formation of HKICIM Fund Ill, L.P.

On 30 November 2017, a amended and restated exempted limited
partnership agreement (the “Fund IIl Parinership Agreement’) was entered into
between Hisea, Benefit Developments Il Limited (“BDL lll") (a wholly-owned
subsidiary of the Company] and HKICIM (GP) Il Limited ["HKICIM (GP) lll")
[a wholly-owned subsidiary of the Company) in relation to the formation of
HKICIM Fund 1II, L.P. {“Fund IIl") and a subscription agreement (the “Fund
Il Subscription Agreement’) was entered info in relafion to the capital
commitment of BDL lll to Fund lll. Pursuant to the Fund Ill Partnership Agreement
and the Fund IIl Subscription Agreement, both BDL Il and HKICIM (GP) IIl have
conditionally agreed to make a capital commitment in an aggregated amount
of approximately HK$633.16 million to Fund Ill, representing approximately
16.57% of the commitied fund size (the “Fund III Subscription”).

Pursuant to the Fund Il Partnership Agreement, HKICIM (GP) Ill, as a
general partner of Fund lll ("General Partner lll"), is responsible for the day-
to-day operation and management of Fund Ill, and will receive an annual
management fee equal to 1% of the aggregate capital commitments of Fund
Il as at 31 December of each calendar year as compensation for managing
affairs of Fund Ill.

The purpose of Fund Il is primarily fo (i) invest in a piece of land parcel known
as New Kowloon Inland Lot No. 6562 ("6562 land Parcel”), with a view
fo generafing income and capital appreciation, (i) manage, supervise and
dispose of such investments, and (i) engage in such other activities incidental
or ancillary thereto in the sole discretion of General Partner |lI.

Further details of Fund Ill are sef out in the Company's announcements dated
30 November 2017 and 11 January 2018, and a circular dated 21
December 2017.
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Disposal of 6565 Land Parcel and 6562 Land Parcel through the Funds

On 12 February 2018, the Funds entered into separafe sale and purchase
agreements in relafion to the disposal of their respective entire equity
interests in Sky Hero Developments Limited and Tofal Thrive Holdings Limited
(which, through intermediate holding companies, hold the 6562 Land
Parcel and 6565 land Parcel respectively) with Easco Investment Limited
and Shibo Investment Limited, wholly-owned subsidiaries of Henderson Land
Development Company Limited at an initial consideration of approximately
HK$15,959,410,000. The disposals were completed on 14 February
2018.

The Company, through ifs wholly-owned subsidiaries, has contributed capital
of 12.07% and 16.57% in Fund Il and Fund Ill, respectively. Pursuant fo the
respective parinership agreements of the Funds, the Funds will distribute the
full net cash proceeds from the disposals prompily after completion fo the
limited partners and general partner. Up to the date of this Annual Report,

the Funds have retumed fo the Group the capital of an aggregate amount of
HK$1,361.16 million.

Further details of the disposals were set out in the Company’s announcement

dated 12 February 2018.

Following the disposals of the Funds' indirect interests in 6565 Land Parcel
and 6562 land Parcel on 12 February 2018, distribution of principals and
refurns will be made according to the Group's interests in the Funds, and
the Funds will be liquidated. As the disposals by the Funds were made at @
premium fo the acquisition costs, the Group is expected fo have a positive
investment refum in addition to the management fee income.
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FUND RAISING ACTIVITIES

Rights Issue

In 2017, the Company has diversified its business operations and expanded
its business fo include more substantive properly investment and development
in Hong Kong through its acquisition of two parcels of land, New Kowloon
Inland Lot no. 6563 and New Kowloon Inland Lot no. 6564. The acquisitions
of the said land parcels had been financed by the Group's infemal resources,
by bank borrowings as well as by way of shareholder’s loans from HNA
Finance |, the Company's confrolling shareholder. In view of the Company's
financing needs, the Board has considered various fund raising options. The
Company has proceeded with the rights issue (the “Rights Issue”). Pursuant
fo the Rights Issue, the Company issued 2,268,331,806 rights shares at
the subscription price of HK$4.08 per rights share based on two rights
shares for every one existing share in issue on 26 May 2017. Out of the net
proceeds of HK$9,250 million raised, about HK$6,931 million was used
fo set off against the amount due from the Company to HNA Finance | on o
dollartodollar basis upon the completion of the Rights Issue in June 2017,
about HK$958 million was used to repay the Group's bank loans up to the
date of this Annual Report and about HK$ 1,361 million was used to invest
in the Funds. For details of the Rights Issue, please refer to the Company’s
announcements dated 28 March 2017, 27 April 2017 and 19 June 2017,
the circular dated 29 April 2017 and the prospectus dated 29 May 2017.

Medium Term Note Programme

During the year of 2017, Silverbell Asia Limited (the “Issuer”), a wholly-owned
subsidiary of the Company, has issued guaranteed notes to professional
investors with an aggregate principal amount of HK$305,000,000 (the
"Guaranteed Notes") under the US$T,000,000,000 medium term note
programme (the “MTN Programme”) established by the Issuer on 7 April
2017. The Guaranteed Notes bear fixed inferest rate at 7% per annum
payable semi-annually in arrears and will mature on 26 July 2020. Under the
MTN Programme, the Issuer may from time o time issue the Guaranteed Notes
which are unconditionally and irrevocably guaranteed by the Company.

The gross proceeds from the Guaranteed Nofes have been used for general
corporate purposes of the Group.
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Increase of Authorised Share Capital

On 18 May 2017, the Company increased the authorised share capital of
the Company from HK$200 million divided into 2,000,000,000 ordinary
shares of par value of HK$0.10 each to HK$600 million divided into
6,000,000,000 ordinary shares of par value of HK$0.10 each by the
creation of an additional 4,000,000,000 ordinary shares.

PROSPECTS

The Company will continue to pursue the core objective of creating maximized
value for shareholders. While continuing fo consolidate the development of
existing principal businesses, we will dedicate strong efforts to expand the
real estafe investment and asset management business, in order 1o realize
the transformational development of the Company, and to strike a balance
between risk and revenue to achieve the longferm development obijective of
the Company. The development strategies of the Group are set out below:

Foundation piling and construction

Regarding the foundation piling and consfruction business, competition is
expected to remain keen in the near future due fo the growing number of
market players and reduced available projects. Profit margins as a whole
have been negatively affected given market factors such as labour shortages,
rising operating costs and intensification of competition, causing an impact on
segment results for the foundation piling business of the Group. This trend is
expected to affect the Group's performance for the financial year ending 31

December 2018.

We will continue fo reinforce development in the foundation piling business.
While constanfly mainfaining our industry leading position in the Hong Kong
and Macau markets, we will further enhance the influence of the Company in
the indusiry and contribute to the longferm development of the Company.

Property Development and Investment

In relation to property development business, we will continue to enhance the
efficiency level, seeking different mix of our property development portfolio,
fo go along with the macro environment, focus on the property development
opportunities in the GuangdongHong KongMacau Greater Bay Area and
the key areas of The Belt and Road Initiative, channel our efforts o develop
the EPC business, and adopt the light asset and heavy branding model to
attract capital from qualified investors for joint participation in the property
development business.
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Real Estate Investment and Asset Management

We will dedicate efforts to expand the real estate investment and asset
management business, and focus on seeking investment opportunities in the
areas of, infer alia, logistics, warehousing and commerce fo create a real
estate portfolio with stable cash flow and value appreciation potential to
realize the transformational development of the Company.

FINANCIAL REVIEW

The Group continues to adopt a prudent financial policy and sustain a
sound capifal structure with healthy cashflow. As at 31 December 2017, the
Croup's cash on hand was approximately HK$2,369 million (31 December
2016: HK$1,858 million) while total assets and net assets (after deducting
non-controlling inferests| were approximately HK$19,769 million (31
December 2016: HK$5,527 million) and HK$12,218 million (31 December
2016: HK$2,949 million), respectively. As at 31 December 2017, the
Group's net current assets amounted fo HK$12,432 million (31 December
2016: HK$2,830 million). As at 31 December 2017, the Group's net debt
balance and net debt to equity [including non-controlling inferests| rafio were
HK$3,806 million and 31% respectively, while the Group recorded a nef
cash balance of HK$1,383 million as at 31 December 2016. Contingent
liabilities in relation to guarantees of performance bonds decreased from
HK$344 million as at 31 December 2016 to HK$256 million as at 31
December 2017 while guarantees for end user mortgage loans amounted to
HK$22 million (31 December 2016: HK$42 million). Certain of the Group's
assets with an aggregate carrying amount of approximately HK$ 13,376
million have been pledged fo secure certain banking facilities of the Group.
The Group's bank borrowings were primarily denominated in Hong Kong
dollars. Currency exposure has been monitored and forward contracts will be
considered as required.

F3R 2017
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EMPLOYMENT AND REMUNERATION POLICIES

The Group, including its subsidiaries in Hong Kong, Macau and the PRC,
employed approximately 1,051 employees as at 31 December 2017. The
Group's remuneration policies are primarily based on prevailing market salary
levels and the performance of the respective companies and individuals
concerned. Fringe benefits include provident fund, medical insurance and
fraining. In addition, share options may also be granted in accordance with
the terms of the Group's approved share opfion scheme.

APPRECIATION
On behalf of the Board, | would also like o express my sincere gratitude to all

our staff for their dedication, hard work and contribution during the year and
fo thank all our shareholders for their support.

On behalf of the Board

HUANG Qijun

Chairman

Hong Kong
23 March 2018





