Dear shareholders,

All potential investors, employees and business partners who
have interests in the growth of the Company.

2019 is the second year of the Company’s full transition into
investment and management of parking assets and urban
renewal funds management. The Company held 13 board
meetings and 19 board committees meetings during the year.
We progressed solidly in each type of work according to the
established strategic plan, and the Company continued to
advance in areas such as strategy implementation, business
development, and enterprise management, etc.

During the year, the Company’s financial performance
reached further new heights. In 2019, the revenue was
HK$396 million; the profit attributable to shareholders
reached HK$443 million, representing a year-on-year increase
of 25.5%; the net asset reached HK$98.23 billion; and the
interest-bearing debt ratio was 5%. As of March 31, 2020,
the market capitalization of the Company is HK$9.211 billion,
representing an increase of 94.45% in comparison to that of
January 1, 2019. The Company was selected as a constituent
stock of the Hang Seng Composite Small Cap Indexes (HSSI),
and has become an eligible Hong Kong stock of “Shenzhen-
Hongkong Stock Connect”, which brought more convenience
to professional investors and customers from Mainland China
to invest in the Company. After the share consolidation on the
basis of every five shares be consolidated into one share, a final
dividend would amount to HK7.22 cents per consolidated share
and the dividend yield as of 31 March 2020 would be 7.6%.

During the year, the Company continued to receive strong
support from existing and new strategic investors. In
2019, the Company completed two rounds of fundraising,
firstly in March with the introduction of strategic shareholders
of the Company, namely HOPU and Matrix Partners China,
with a total financing of approximately HK$846 million; and
in November with the introduction of JD Digital as a strategic
investor of the Company, raising approximately HK$450 million.
Furthermore, existing shareholders namely Shougang Holding
(Hong Kong) Limited, ORIX Group, NWS Group, Matrix Partners
China, also increased their holdings of the Company’s shares
by approximately HK$1.745 billion; the above brought the
total amount raised to HK$3.041billion. With the support of
the investors, the Company has a bigger cash reserve; with
sufficient capability and solid backing to face different types of
uncertainties.

CHAIRMAN'S STATEMENT
ETREBESE

ERHNEREBRRR:

MEBLARRENEERES -
B o

BTHAE

2019 RAABIZHEANEEHEERELER
RMENESERERNE-_F -QRAEE—
FEWMERCI13X ZEAREEEANEZ S
19K B M3 FR B 7E MY B S AR B2 B et 518
TE RalEEEHT  EHE CEERES
FEEERE -

FER AAREREBLHFAER - 20190F
MU A3. 96 B HE - IR BN & T 124 431808
Mo B IR R25.5% SR A EE98.23BB K
EBBEEXRAS%  -HE202063A310 &
AIMEANIELSE 8201951418 K
94.45% ° REIE WM ANEELZE NRIRIEE
Em AR DRER] BIRZN EINEMNRAL
BEEREENBPREART - 5H51AKREST
A% R BB A% B 27.22/8 1L - LA2020F3 A31H ™
BFftE REEXAET6% -

FER RO ESIAFEEBRBREANKD
TE2019F A XK Mgt E - W3 A3
AEEREMEEAIIER R R BB E -
HEEE498.4618 8% W11 ASI AR EEF
EARRMEBRBRE BENISEEE : Q
RIEESTZERREMER(FE) MOt
SE -HEREE LERAKMER BEY
17 4588 Pl B H5E3041B88 /£
BEANIHTRARFEBETBARENRS
ERDHGEHENMBENEREYSETET
Mo

BREBECEAR AR 2019FH 9

=



CHAIRMAN'S STATEMENT
ITRBES

During the year, the core business of the Company grew
rapidly. The parking business in Beijing, Shanghai, Guangzhou,
Chengdu, Nanjing and other cities had approximately 40,000
new contracted parking spaces, which summed to a total
of more than 70,000 contracted parking spaces. The urban
renewal business funds management scale increased by
RMB14.875 billion to RMB42.904 billion (excluding liquidated
withdrawn funds), and the area of property under management
increased to 700,000 square meters in the Beijing metropolitan
area.

During the year, the team grew, and the level of
management was stepped up. The number of directly
managed staff increased 30%, with an average age of 35.
The per capita income grew 71% in 2019. We focused
on the needs to develop the core business, improving the
organizational structure, refining the system’s procedures,
creating cultural values, so as to bring effective improvements
to the various management tasks.

On behalf of the Company’s board of directors, | would like to
report on what we have achieved in the past year along with
related issues to think over.

CHAPTER ONE OUR EVALUATION AND

DETERMINATION

In 2019, as per our evaluation from two years ago, the volatile
asset price bubble is getting cleaned up and the rate of
return continues to drop, with various uncertainties becoming
a reality. As China has already shifted from the high-speed
growth in size and volume into an era of acceleration of
innovations, we are steadfast in being optimistic about Chinese
economy'’s sturdiness and resilience, and optimistic about the
development brought by the shift.

It was a good opportunity to increase investment at the
downturn of industry, with the steps to breakthrough paved
by tough situations. To this end, all team members devoted
themselves to the implementations of the Company’s various
strategies, as guided by the model of the operation in “precise
investment + lean operation”  with the principle of longevity,
lean operation, regional development, and technology
empowerment.
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Longevity

Strategic goals will not be achieved all at once and
capabilities also will not all be developed overnight. We
believe in the power of time, and are a firm believer
of longevity. We concentrate and focus on doing a fair
amount of work that has long-term value.

We integrate the concept of sustainable development
into the Company’s strategic planning, business
decision-making, enterprise management, incentive
and restraints, and ensure employees have sufficient
consensus with the Company’s vision and strategic
development plans, so they would be able to stand up to
short-term lures.

We have become more determined in setting up plans
for parking business, ramping up investments and the
strength of operation; improving the investment decision
model which covers the industry’s long-term value;
having employee incentive mechanisms more inclined
to business with long-term value; exploring employee
equity incentive plans, ensuring the integration of
employees’ growth with the Company’s developments.
We are pleased that a considerable number of
employees purchased the Company’s shares, showing
confidence in growing with the Company together,
and in the past year, these co-workers have also been
rewarded by the stock market.

Lean Operation

At present and in the future, after industry
consolidation, enterprises compete in their ability in
lean operation. A part of the success of outstanding
companies like KFC, Danahar, Park24, comes from
responding to the aspiring needs of people to live
a better life, and they have continually refined their
management and standardized the level of operation.

We strive to make every part dissectible to the
smallest unit, standardize and systemize the operation
management to the greatest extent. Through building an
excellent operating system, increasing the involvement
of technology, delivering five-star service standards,
optimizing the supply chain system, we guarantee the
stability, replication, and continuous optimization of
operation quality.
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An example is the car parking business. Leveraging
on an intelligent parking management platform, an
excellent operating system and supply chain system,
many projects recorded above 20% increase in
revenue. We upgraded the equipment and systems of
operation, researched and developed leading SONIC
operation management system, the cost of labor was
reduced in the areas of fee collection, site inspection,
and customer service, and scientific and technological
innovation further increased the capacity of assets
return; we delivered five-star service standards across
each parking lot, streamlining our operation insight
into the public’'s minds. We further optimized the
cost-effectiveness and efficiency of the supply chain
system, bringing centralized purchasing into reality in
operational resources, labor forces, engineering designs
and construction, with the advantage of the emerging
scale of operation and management.

Regional Development

In 2019, the Company's core business had
breakthroughs in Guangzhou, Shenzhen, Nanjing,
etc., and regional layout started to take shape; at the
same time, the Company is continuously furthering its
business exploration in Beijing, Shanghai, Chongging,
Chengdu, etc., constantly increasing market influence.

We have formed a strong regional development and
service group with the elites for channel expansion,
public relations and other fields, to standardize regional
networks and localize service ability, maximizing
coherent regional resources, and therefore create
a bridgehead for ordered expansion and efficient
management.

With our products as priority, we can gain an in-depth
understanding of the realistic needs of clients and
actively build long-term partnerships with clients and our
partners. Along with the development of regional layout,
upholding the goal of thoroughly penetrating in regional
markets, our business development channels continue
to grow, our penetration abilities rapidly improving, the
category and scale of our products expanded steadily,
which lead us to stay ahead in the market.
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4. Technological Empowerment

At the moment, the digital economy is arising, there
is a strong integration between online and offline.
Controlling offline high-quality base asset and adding
the support of internet technology is the key to speeding
up strategic transition, upgrading product formats,
iterating business models, and reshaping enterprise
values.

Currently, we are far from using enough technology, and
we have a long road ahead. In the future, we will invest
more resources to equip our staff, to empower business
operations, to improve our level of technology in market
expansion, lean operation, management efficiency, client
services, to push the digitalization transition of industry
and enterprise, so as to provide clients with products
and services with higher quality, better user experience
and more scenarios.

CHAPTER TWO OUR PLANS AND

IMPLEMENTATIONS

Our evaluations towards the market and the determination
to hold onto our principles show the confidence and courage
of our team. However, the market believes in results and
performances. In the past year, heading in the direction of
the goal in mind in the implementation of strategic plans,
we achieved common goals across the management to the
employees.

Through results-driven and goal-oriented management,
we divided the strategic goal into several measurable key
results, which prompted the team to focus on the market
needs, shaping products’ competitiveness, lifting the level of
management, continually producing new supplies.
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Parking Business Segment

In China, parking is related to people’s lives and is a
massive industry, which is large enough to breed an
excellent enterprise. The current domestic parking
industry is extremely dispersed, with a huge demand
gap and low-quality managements, characterized by
single product, and is in the early stages of market
consolidation.

The consolidation of parking industry will bring more
quality investment opportunities, and lean operation
after consolidation will create more investment value. On
one hand, we are continually improving and innovating
new products around the market demands, and on
the other hand, we still believe that technology is an
important driving force to reshape the layout of the
industry. Therefore, no matter how many challenges and
difficulties we are faced with, we are still determined to
move forward.

(1)  Shaping Product Competitiveness of Parking
Industry

1) Municipal Facilities Car Parking Product

Transportation hub parking is a high-
end product of the municipal facilities.
After acquiring the projects of Daxing
International Airport, Honggiao
International Airport, Guiyang Longdongbao
International Airport, Pudong International
Airport, we also won the bid for the 15-
year operation rights to approximately
10,000 parking spaces at Beijing Capital
International Airport, covering the whole
of Beijing-Shanghai airport line car parking
resources, standing stronger as the leader in
the airport car parking industry.
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On September 25, 2019, Beijing Daxing
International Airport opened for operation
and the car parking building was put into
operation on the same day. We introduced
the globally advanced automatic parking
technique, with full coverage of intelligent
parking and reverse car search. Through
installing photovoltaic, charging points,
smart lighting, and other infrastructures,
we have made the biggest reduction in the
cost of energy, and attracted a group of
high-end car brands into new energy car
experience centers. We tried to collaborate
with online ride-hailing platform
companies to resolve the management
issues caused by unregulated pick up and
drop off passengers. We collaborated
with well-known environmental protection
organization in order to develop cross-
border charity collaboration work, bringing
wildlife protection themes into car parking
signage, taking on the social responsibility
that a good company should have.

Central regions of first and second tier
cities have a shortage of land and the use
of land is restricted. The Company has
had opportunities of urban renewal and
in making up shortfalls in functionality
of urban cities, closely worked with the
government’s plans of the old city regions
renewal projects, investing and building
parking complex as urban city nodes, with
implementations of franchising rights
projects/BOT projects for three-dimensional
parking lots across Beijing’s Xicheng
District, Chaoyang District, Shunyi District,
and Nanjing’s Qinhuai District, with a total
of more than 7,500 contracted parking
spaces.
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Commercial Car Parking Product

Commercial parking (including parking
for commercial properties and office
buildings) is considered a relatively mature
product segment in the business and the
focus of the operation is to meet the
owners’ urgent need for property value
enhancement.

We started from the stage of planning and
design conduct in-depth research on how
to better match with above-ground real
estate positioning, to design functional
services like the moving line of the parking
lot and identification system for parking
lot to meet the clients’ needs. By using
SONIC parking system, and A.l. + big data
+ mobile payment algorithms, we connect
closely with the membership database of
owners and develop various parking service
products such as car space booking, service
booking, bonus points redemption system,
etc., making the most out of the value of
parking lots.

Roadside Car Parking Product

Roadside parking management is an
important starting point of detailed city
management and smart city infrastructure.
All levels of governments have had
high initiatives in moving into electronic
management of roadside parking. We face
a new round of opportunity in the market.
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In 2019, we lifted the quality of the
roadside parking management and
received high recognition by the Yanging
District government, and signed a
contract for Beijing’s Yanging District
roadside parking operations management
(phase II) project, realizing the integrated
management for roadside parking for
the whole region. We have also been
actively creating new ways to collaborate
on roadside parking projects, continually
improving on technical solutions of
roadside parking, and obtained the project
of operating and managing approximately
1,700 roadside parking spaces in Beijing
Daxing District by taking advantage of
“precise investment + lean operation”. In
January this year, our Company further
obtained the 30-year operation rights of
more than 13,000 roadside parking spaces
in the main city area of Baoding, Hebei
Province.

In the near future, we will strengthen the
cooperation with regional governments to
implement the expansion of “from within
to the outside of the road”, consolidating
the ability to invest and operate, to
provide the government with a regional-
level integrated comprehensive static
traffic solution, and to develop more in-
depth business cooperation with regional
governments with a broader business
scope.

Building Technological Support for Lean
Operations

The Company firmly believes that technology
has fundamental values in reshaping the parking
industry. We, on one hand, use the latest smart
hardware in parking lots, and on the other
hand, continuously upgrade application systems,
making the transition from the “parking lot level”
operation and management to a “parking space
level” digitalized smart operations mode.

CHAIRMAN'S STATEMENT
ETREBESE

201949 » F M@ B IR
BAEENEEKFE &
BTEERBRFANGSE
R BN TIRMEE
EEAEEELEERE (=
H)EEH BERT2EE
FAEEN—BEEE:
RMEEBAFKAEES
HEAERN TH==
B A= R BT AR R A
B HBERE+BmE
EIMEDERTIERM
KB [E 491,70018 15 A &2
UWELEIRIER -5 F
1A RAIXEE T4t
BREMEIEHE L
13,0008 & 3% A= B (130
FRBEE-

AR AP 75 B2 [ 15 B AT
HENMRAIE BRI
BE BB SN ] BT A
BREERNEELENEE
B BEFEHE R R
— R RBERA BRIR
AR EEENEBGE
P B [ 130 B R IR SR
et

(Z) HERHEZNNRZESD

RABFE BB ARHEEREES
% B AR E B (B - B
— 7 T E 45 E P B ST
Wi RS EREYERRG
BT ERT R[4 1
BEEEASA) BTEE
B -

BREBRFTCEARR AR 2019F#H 17



CHAIRMAN'S STATEMENT
ITRBES

18

(3)

Through analyzing the data of parking space
utilization and turnover rate, and combining with
image analysis of customers’ vehicle, we achieve
accurate marketing of parking product and
services. We use smart devices to replace operator
for site surveillance and the number of managed
parking spaces per staff increased by 49%.
Through obtaining and using accurate operational
data and image data of cars, car spaces and lanes
in real time, our operation and management
efficiency has been significantly improved.

In 2019, we created an independent intellectual
property product, SONIC intelligent parking
management system platform, which is another
upgrade to the Company’s smart management,
created more value to the parking industry assets.
This platform is currently used in the Daxing
International Airport project, and in the future,
it will be used in all parking lots operated by the
Company.

Our digital intelligent parking management
system has eliminated the constraints of
manpower needs and scale growth in traditional
car parking operation management. Instead,
the greater the scale of the management of
parking assets, the more obvious the operational
cost benefits, creating a solid foundation of
competitive advantages of a coexisting model of
industry scale and lean management.

Improvement of Team Stress Resistance

In 2019, the Company achieved good results in
the market, however, we also clearly understand
that as a pioneer in the industry, the development
of the Company is inseparable from the support
of all parties, and is relative to industry policies
and social environment.
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Take Initiatives, Promote Local Policies
Implementation

On July 30, 2019, the Political Bureau of
the CPC Central Committee requested to
implement such as the reconstruction of
urban old areas, urban car parking, and
the construction of urban-rural cold-chain
logistics facilities. This is a significant policy
benefiting the entire industry, however,
at the policy execution level, the parking
industry policies in various cities are yet
to be completed and it will take time to
implement. This requires the Company to
actively strengthen the communication
with each local industry authorities, to
provide timely feedback on practical
experiences to the industry, in order to
improve and enrich the parking industry
policies of all the regions, and to support
the authorities in regulating and guiding
the developments of parking industry.

Be Positive, Accelerate Project
Implementation

One of the Company’s key products is the
construction of parking complex in core
urban area of cities to form city nodes.
These projects are generally located at
the core parts of the city, where the
underground pipeline conditions and the
surrounding residents are complicated.
The new construction projects also
involve various issues such as land use
and construction facilities related issues.
The lengthy construction period from the
initial stages of implementation to the
final stage of putting it into use is one of
the reasons that the progress of some car
parking complex projects is falling behind
expectations. Although the current project
advancement rate is accelerating year-
on-year and month-on-month, it is still
insufficient to match with the industry
space and overall capacity of the parking
industry in China. In the future, we will
have the initiative to build a parking
complex in the region through cooperation
at the city-level, and will furthermore make
use of the support of parking complex
product standards, to construct and
replicate speedily and speed up project
implementations.
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Stay on the Right Path, Eliminate Unethical
Practices

In the current situation of the market,
there are some stereotypes and grey areas
causing trouble in business development
and operation. The management agrees
that, even under the pressure of the
business expansion, actions need to
remain unchanged and the team is
not allowed to benefit from any use of
illegal measures. We insist on adhering
to strict risk control standards to ensure
that business operations are meeting
the compliance requirements of a listed
company and of our cultural values. We
insist on a transparent management
system, submitting real data of the parking
lot to the owners regularly, which are also
open for inspection by the owners. We are
willing to make money with “honesty”,
and are willing to work hard in promoting
our commercial services, promoting the
gradual standardization of the parking
industry.

In the field of parking services, the
Company’s core value is to create multi-
value parking products for the society. We
need to have an in-depth understanding
about the unique culture of each city
where each project locates in order to
resonate with the spirit of the city. It is
necessary to have in-depth communication
with the government to obtain a better
policy environment. It is also necessary
to understand the clients better, design
creatively functional combinations. By
creating parking lots with warmth,
emotions, and culture, parking lots
become common living spaces for all, and
even become landmarks for the city that
express the spirit of the city.
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2.

Urban Renewal Business Segment

In the process of urbanization in China, no matter
policy oriented or the constant division in the real
estate market show the same signals: the large-scale
of development of first-tier cities is coming to an end,
urban renewal is moving from a single point to the
whole region, and the window of opportunity for urban
renewal is opening gradually. In the current stage, our
urban renewal business operates under a fund model
and promotes urban renewal projects with a very
“light” assets management model. We are committed
to taking urban renewal as the main orient, and through
integration of regional resources, we create experiential
and composite business formats, and thereby continue
to improve urban functionalities and stimulate urban
vitality. We believe that with the land resources we have,
along with the capital strength and joint operations
ability, we are bound to create new values.

(1) Land as a Base, Accurate Link to Capital,
Introducing Commercial Resource

The urban renewal fund is based on land
resources held, grafting capital and commercial
resources, introducing investors with different
risk and return preferences according to the
designated positioning of different projects, and
thereby bringing in various types of commercial
resources in a purposeful manner.

Key projects have been progressing well for the
year:

o A fund of RMB6 billion was set up for the
Beijing International Talents Community
Project and received investment of
RMB2.4 billion from National Council for
Social Security Fund, which is the first
investment for National Council for Social
Security Fund towards urban renewal.
The International Talents Community
covers hotels, apartments, commercial
buildings, offices, and many other types
of business formats, and will introduce
global commercial resources and partners
to build together property complex with
international quality, thus becoming the
talent gathering location in the western
part of Beijing.
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We are cooperating with the world'’s
top industry operator Tishman Speyer
to launch a large-scale urban renewal
complex — “Chang’an Malls" project
at the Beijing Winter Olympics Plaza,
which is fully under construction and is
expected to be put into use in October
2021, and will be servicing as the first
mega commercial complex for the Beijing
Winter Olympics and the local community.
We will be integrating industrial heritage
and futuristic spaces, building a dynamic
vibrant corporate development cluster,
providing unique experiences for people.
Once completed, it will become a city
landmark with global significance and
influence.

In addition, during the year, a special
fund under our management won the bid
for the seven lots of land located on the
south side of Gucheng station on Beijing
Metro Line 1. It has a total construction
site of 240,000 square meters. The project
will work closely with the world’s top
development companies to ensure quality
and excellence. This project is positioned
as an international 5A Grade A modern
smart office building property and is
now open to global technology giants
and multinational large-scale corporation
groups to invest.

The urban renewal funds we managed are
different from property development project fund
or debt fund with single purpose. We have had
multiple rounds of accurate capital investments,
and arranged investment and exit channels
on multiple stages such as land development,
property holdings, property operations, achieving
high levels of matching between capital financing
and project phases, and attracting different types
of capital support into the urban renewal field
and finally opening up the way to ABS and Reits.
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)

Value as the Core, Cost Control, Efficiency
Improvement

The investors do not only focus on accuracy
of investment, but also have high expectations
towards quality of the real estate operations.
We aim to be an excellent asset management
organization, whilst focusing on design planning
and constructions, we also focus on the process
of property lease and operation.

o In the design and budgeting stage, we
utilize a “cost limit on design” concept,
in ensuring the maximization of product
value, simultaneously using the most cost-
efficient design, to achieve optimization of
design and costs.

o In the bidding stage, we select project
contracting units through market-based
public bidding. We select contracting
units with the most outstanding quality,
reasonable cost and budget, guarantee of
construction timeframe; and also select
professional subcontractor companies
using a market-based bidding process.

o In the construction stage, we build a very
experienced construction management
team to ensure construction schedule,
and engage a special cost control team to
supervise the site, to effectively control the
on-site contracts and agreements, any on-
site changes and other measures, to make
sure that there is no occurrence of “non-
effective costs”.

o In the open investment stage, we
participate in investment promotion from
an investment perspective. We make use
of the investor’s channels and internal
or external resources to establish a
comprehensive and open lease platform so
as to attract companies which are able to
grow together with us in the long term.
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(3)

o In the operation stage, through lean
operation, we strictly control cost and
expenditure of each stage, using superior
cost control ability to increase the
operational efficiency, lowering the cost
of property renewal and operational costs,
increasing asset operation returns.

Beijing West (Jingxi) As a Starting Point,
Seizing Right Opportunity to Enter the First
Tier Cities, Servicing Transformation of the
Enterprise

In terms of urban renewal business area layout,
we insist on basing in the Beijing West area, and
select opportunities suitable to be based in first
tier cities such as Beijing, Shanghai, etc. Industrial
enterprises represented by Shougang Group
have once written a part in the grand history of
the modern industrial development in the west
side of Beijing, which has been an outstanding
contribution to Beijing construction. In the future,
Shougang region will become the landmark of
city revival in the new era. This is a historical
development opportunity, a momentum of which
we will ride on, and base ourselves in the Beijing
West area and further develop the Beijing West
area, to provide the best quality of investment
and financing services for regional development
and transformation of Shougang, and to become
one of the bridges where high-end resource
elements are collected.

We have noticed that the pricing on a large
volume of assets has started to adjust towards
a sensible range, and there is also quite a
substantial amount of companies and partners
willing to sell or securitize assets to obtain
opportunities for transitioning into a new
direction of development. In the next three years,
we will cooperate with international investment
institutions, large-scale industrial groups and
other long-term capital investors in setting
up funds, acquiring property assets in Beijing,
Shanghai and other first tier cities, and through
repositioning of property assets, improving
revenue structure, increasing property operations
efficiency and other means to boost asset value
and achieve asset securitization.
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Equity Investment Business Segment

Apart from parking and urban renewal businesses, in
the past year, we have also progressed in the area of
equity investment. The Company’s equity investment
business adheres to the concept of “keep straight and
be innovative, incubating with ecology”, on one hand,
to “innovate” outside the core business and earn profits
for the Company through financial investments, and
on the other hand, to provide an ecological platform
to promote core business industry innovation and
incubation. Our two core businesses, parking and urban
renewal were bred from equity investment businesses.

Traditional funds’ investment structure of “hear the
stories, try the luck, seize the speculating opportunity”
is not sustainable. The investment value logic is shifting
from speculate to industrial empowerment. We are
determined to cooperate long-term with excellent
corporations and teams, to participate fully in industry
integration, and bring about value enhancements
through lean operation after precise investment.

o During the year, we acquired Beijing Jingxi
Venture Capital Fund Management Co., Ltd.
("Jingxi Venture”), a subsidiary of Shougang
Fund, and inherited the valuable experience and
methods that Shougang Fund had gathered in
the last decade in the field of investment. The
joining of the Jingxi Venture team has enriched
the content of equity investment business, and
further empowered the core business, at the same
time also added new areas of collaborations with
clients in regional expansion.

o During the year, Beijing Bayi Space LCD
Technology Co., Ltd. (“Bayi Space”, SH.688181),
which the fund under our management invested
in, was listed on the Science and Technology
Innovation Board, and as of March 31, 2020,
the market capitalization of Bayi Space was
about RMB459 million, and the return on this
investment is 12.11 times. Early in 2013, the fund
under our management invested in Bayi Space,
and have been the biggest institutional investor
since, staying and growing together with it in
the long-term and therefore to be rewarded with
great returns.
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o During the year, other investment project of
the fund under our management — Li Xiang
Automotive, obtained a new round of US$530
million financing from Wang Xing, the founder
of Meituan Dianping. Li Xiang Automotive has a
rich accumulation of technical strength in core
areas such as advanced driver assistance systems
(ADAS). With the launch of the first product,
Li Xiang ONE, the user feedbacks are positive
and there has been a fast increase in sales
orders. Li Xiang Automotive has the opportunity
to overtake in the industry and be China’
s automotive enterprise representative in part
of the global competitive electronic and smart
automotive industry.

o The Company focuses around the key industries,
creating educational brands in “Canjia College”,
building “education + capital + industry” systems
to create an innovative and enabling ecosystem
for the Company's core business and equity
investment businesses. Canjia College currently
has about 300 entrepreneurs in total; covering
more than 200 outstanding enterprises, including
24 listed companies and 12 unicorn companies;
with the total market capitalization of the
traineeship at more than RMB920 billion.

Stable Performance of Associated Companies

Shougang Fushan Resources Group Limited (“Shougang
Resources”) has been stable for the year in production
and operations with a yearly revenue of HK$3.869
billion in 2019, with profit attributable to shareholders
HK$1.14 billion. The Company shared a net profit of
Shougang Resources in HK$290 million in proportion
to its shareholding. Shougang Resources has a healthy
financial position, with net assets of HK$17.046 billion,
book cash of HK$4.762 billion. In the interim and final
results of 2019, the dividends were HK$450 million and
HK$460 million respectively, the dividend payment rate
at 79.96%, continuing its contribution to the stable
profits and cash dividends to the Company.
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During the year, the Company acquired Jingxi Venture
and indirectly became the largest shareholder of
Beijing Vstarup Investment and Development Co., Ltd.
("Vstartup”), holding 24.19% equity interest thereof.
In 2019, the total management area scale of Vstartup
is 503,000 square meters (inclusive of Zhong Guan
Village E World, International Chuangke Centre, and
other groups of landmark assets), with a revenue of
RMB261 million (including more than 2000 customers
such as Bytedance, New Oriental and TAL Education),
and a compound growth rate of 123% in the last seven
years. Vstartup has practical operation ability in urban
renewal area, which provides significant support for the
Company’s urban renewal fund strategic layout.

5. Trade Business Termination

Since 2018, according to the established strategic
plans, there has been a gradual reduction in the
iron ore trade business scale. In 2019, the Company
stepped further in reducing the scale of trade business,
and signed an assignment and novation agreement
to transfer the long-term purchase agreement of
iron ore in late May 2019, consequently removing it
from the business segments, and the business trading
terminated completely. The Company has completed the
transformation in its main business segments, and will
be focusing on parking and urban renewal businesses in
the future.

Following the development of various businesses, the
Company'’s revenue structure and profitability has clearly shown
improvement and better performance. In comparison to 2018,
parking business revenue has increased from 35% to 45% in
proportion to the continuing operations revenue, the urban
renewal business revenue decreased from 58% to 46% in
proportion to the continuing operations revenue, and overall
gross profit margin decreased from 61.3% to 51.1%, gross
profit margin gradually stabilized due to business restructuring.
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CHAPTER THREE OUR ORGANIZATION AND

CULTURE

The business model, organization and cultural values are our
ferries that take us across to the other side. With value creation
as the end goal, the organization as the driving power, values
as the beacon in the lighthouse, all of which are indispensable.
The business model needs to create valuable products to serve
more people and create tangible profits, the organization
needs to build collective momentum, to allow the team to
drive themselves forward, furthermore, values shall establish
behavioral boundaries, ensuring organization’s direction does
not deviate from the end goal or route.

As the number of employees grows rapidly, the parking
business rapidly expands, and the urban renewal projects
entering the growth period and upon the landing of the park
fund project, the construction of the organization is facing
more challenges.

We hope the Company is a business community with a common
mission and vision and for this, we persevere in our efforts in
three areas: firstly, to continue to improve operation system of
the organization, building an efficient and simple organization,
secondly, to honestly help employees to grow, building a
vibrant organization, thirdly, to continue to develop our cultural
values, building an organization that is stable and long-lasting.

1. Building an Efficient Organization Operation
System

An organization is never going to be perfect at any time,
and hence must change with the times. We continue to
invest energy to shape an evolutionary organization in
working on the following three areas.

(1) Efficient and Flat Organization

We aim to achieve high efficiency, through better
empowerment and a better decision-making
system, streamlining the workflow processes, with
measures to simplify rules and systems, reducing
complexity of the organizational operations,
improving organization’s overall efficiency.
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o The improvements on delegating and
decision-making systems give more
incentive to the frontline staff. On
one hand, under the premise of risk
compliance, we commit to enabling
frontline staff to get corresponding
authority, to have enough autonomy to
mobilize Company resources in order
to quickly respond to external changes.
On the other hand, we streamline the
management decision-making levels,
reducing unnecessary intermediate stages
of assessments.

o Streamlining work process, adhering to
using multiplex tools, focusing on value
creation. We encourage employees to
be active in participating in continuous
improvements of work, on the basis of
compliance and achievement of basic
goals, to simplify the work processes,
to accumulate experience and practice,
allowing the team to put more energy into
creative work.

o Continuing a clear and concise system
of organization rules, we simplify the
Company’s rules and regulations to form
rules of incentives, collaboration, negativity
management list, internal systems accounts
rules, etc. We strive to facilitate employees
to be able to quickly comprehend, master
the tasks and take action to implement.

Technological Specialized Organization

We plan to use the ways of technical information
to transit majority of the content of employee’s
work online, connecting business, financial and
human resource systems, building a company
smart platform, and achieving a work model of
“one man, one login number, to handle all daily
work requirements”.
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(3)

The Company’s smart platform can automatically
follow up on employees work progress, capture,
insert and save employees’ work, and turn
individual performance into organizational work
experience. Through smart platform analysis,
to renew and adjust the Company products,
standards and plans accordingly. Such a platform
becomes the “brain” of the Company to think,
which enables employees to fight alone with this
“secret weapon”.

Innovative Networked Organization

We continue to persevere to accelerate the
improvement on performance results as an
innovative matrix organization. We start with the
end in mind, coming back to the organizational
design essence, and use “Yuanyang Array” which
we borrowed from the ancient military tactics.

On one hand, to clearly define the position
of each line of function, setting challenging
goals, continuing to consciously develop in a
disciplinary manner true experts of the industry.
During the year, we sequentially built urban fund
management teams and urban parking business
expansion professional teams, tidying up and
amalgamating park region business professional
teams and adjusting investment professional
teams.

On the other hand, many results orientated
virtual project-based organization emerged.
The Company used daily communications
mechanisms, information sharing mechanisms,
collaborative expansion mechanisms, authorizing
decision-making mechanisms, internal accounting
mechanisms and benefits sharing mechanisms,
to effectively promote the achievement of the
projects.
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During the year, we achieved certain results
in optimizing the organization. However, we
still have a long way to go to form a flat and
professional networked organization. We hope
to continue to keep an open and embracing
attitude, to take an active role, remove any
self-limitations, and integrate small teams and
individuals into the synergy of the greater
organization, to achieve mutual movement and
common growth.

Creating an Excellent Business Development
Platform

An excellent team is the guarantee of business success.
We strive to create a successful business platform around
the goal of “business achievements, obtaining rewards,
sustainable growth”.

(1)  Attracting Superior Workmates into the Team

A superior team overcomes all things. The
Company firmly establishes business partnership
teams. We are committed to have employees
who want to get things done, who are capable of
doing things, dare to do things, and can deliver
on things to join our journey. In the past year, the
Company’s team continued to develop, attracting
a significant amount of industry elites. Having
them onboard, makes our team stronger, taking
our abilities to a higher level, and here | would
like to introduce three of them.

Mr. Wang Zhijian, an investment banker who has
strategic thinking ability, once held important
positions such as the deputy general manager
of CITIC M&A Fund, the managing director of
CITIC Securities Investment Bank, the head of
CITIC Securities Strategic Planning Department,
etc. Since 2011, he was the external expert
member of Jingxi Venture Investment Committee
and has accompanied the growth of the team.
In 2019, he officially joined the Company as the
Company’s Chief Investment Officer and has been
leading the equity investment sector. Under his
leadership, the Company will be more fruitful in
the investment work.
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Mr. Liu Shuyi, an architect with sentiment, had
worked in well-known companies such as China
Vanke Co.,Ltd. for 15 years, in jobs related to
product design and management, and was in
charge of product management of many large-
scale multi-complexes, office buildings, residential
projects. He joined the Company as the Company’
s Chief Product Officer in 2019. During the year,
he worked diligently, in building a product design
and cost control system, making our parking
complexes and urban renewal projects more
efficient and scientific in design and constructions
processes.

Ms. Zhang Yi is a legendary operation expert.
In the 1990s, she quit the stable job offered
by a university, which symbolized “bread and
butter”, and began as a trainee assistant at
KFC stores, then worked until she took up the
position of YumChina's operation optimization
senior manager. In 2019, she joined the Company
and currently works as the director of operation
quality and efficiency improvement. | believe that
under her leadership, the operation team will
be improving the quality and efficiency of the
standardization of all the parking lots.

Simultaneously, | also want to introduce to
everyone an excellent team. In 2019, Ji Weizheng
built a team called “V-Park” with 10 people,
which was the first leading edge innovation
of Company’s parking business. In this team,
Ji Weizheng was equipped with 20-year work
experience in the property management industry
along with Gao Xuan, Fan Yiran, and Chen
Mingxin, all of whom were equipped with more
than 10 years of immersive market experience,
and Wang Xin with more than 10 years of
experience working with the government. In
addition, engineering director Feng Shuo, the
head of design Hou Fuxin, head of equipment
Huang Lei, head of operation Yang Lin, head
of client service Peng Jianfei, and the head of
efficiency Yao Xin, together formed a specially
capable “Yuanyang Array” team. With the
support of all the members working hard
together, after half a year, the team acquired and
has successfully operated over 5,000 high-quality
parking spaces.
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2)

In recruiting new employees, education is not
the factor that matters the most, we endeavor to
recruit the most suitable young persons into the
Company, gradually building a talent pool, and
with young co-workers bringing fresh energy to
the Company. We put emphasis on the ability for
execution, and based on previous experience, we
invite numerous amounts of veterans to join the
Company, making our talent team more capable
of execution and stronger in spirit.

Making Performance Management and
Incentive Schemes Solid

Excellent talented people need to have excellent
effective performance management and
incentive schemes, which is an inner logic to
connect organizational targets with individual
performance results.

The Company helps the team and individuals set
challenging targets, and assessment results are
used for determining bonuses, salary adjustments,
job promotions, optimization and elimination,
letting each team and individual of the whole
Company to have order and effectiveness in the

performance cycle.

We are also trying creative application by
using KPlI + OKR approach to performance
management, ensuring top-down targets
breakdowns and groundings, at the same time,
achieving bottom-up innovative goals. This set
of method of organizational governance ensures
that the overall business does not deviate from
the target and at the same time takes account
of the vitality of innovation from a grass-roots
level, continuously building a career basis for
supporting everyone and for their personal

success.
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(3) Creating Talent Growth Opportunities

In terms of growth of talents, we believe
management must be selected amongst grass-
roots employees. The key to creating talent
growth opportunities is to plan and provide
them with responsibilities and positions with
room for growth. Prioritizing internal staffing
for promotions and work has always been a key
feature of the Company.

Without real experience, theory cannot be
understood, and without the basis of theory,
challenges cannot be mastered. It requires theory,
training and battlefield experience to grow talent.
Hence, we are proactively exploring in the fields
such as e-learning, trainee management, high-
potential employees training, leadership training,
professional skillset training, and external industry
expertise sharing. In 2019, we implemented the
Talent Development Camp Project that was held
for two weeks in Hong Kong and received high
recommendations from 20 management level
employees.

In the future we will combine “point, lines and
planes”, continuing to build systematic talent
growth schemes. A comprehensive career ranking
system, family tree of professional growth,
training system based on talent pool and backup
talent reserves, standardizing design of drawing
capable professionals, etc. are the key focuses in
the talent creation plans.

Creating Common Corporate Values

Building of corporate values which contributes to
corporation’s unity, is as important as the construction
of the organizational system as mentioned above. In the
2018 Chairman’s Statement, | once shared thoughts on
the Company’s values, mission and vision. Consequently,
in 2019, the Company drew lessons from practices of
leading companies, worked around promoting the core
values and has built its corporate soft competitiveness.
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After six rounds of in-depth research and getting a
broad range of opinions, nine values were finally formed
around the three dimensions of system, innovation and
loyalty, they are, customer first, team work, teaching and
learning, quality superiority, outcome oriented, passion,
open and inclusive, embracing change, loyalty and
dedication. Frankly speaking, many of the nine values
mentioned above are adoptions from values of excellent
corporations, but it must be kept by the Company at this
current stage. Specifically, towards each area, we follow
the principle of simplicity, to form particular, progressive
operative standards one by one.

The Company’s values focus on customer service,
developing employees, returns on shareholders and
giving back to the society, we establish the directional
values of what we do and a code of conduct. | hope
the employees can follow a common value orientation
and the code of conduct, to work easily, purely and
happily together. | look forward to in the near future the
values can reach a high level of understanding within
the Company and be taken into practice, from a passive
advocacy, training and evaluation to the employees
taking initiative to passing on the cultural heritage.

Looking back over the past year, under the joint efforts
of all the employees, we have felt with joy that the
Company is, as the employee’s business community,
generous, steady and agile, with still much room for
growth. We need to put in more efforts in the aspects
of alignment of desires from top to bottom of the
organization, operation with order, inspiring innovation,
elevating energy, and collaboration efficiency.

OUTLOOK

Each year at this moment, on behalf of the Company’s
board of directors, | review the work of the past year, remind
myself of the starting point, and feel grateful to the past.
The Company as one of the first red-chip stock listed in Hong
Kong, has created magnificence, and also experienced highs
and lows, in accompaniment with the pulse of the Chinese
economy, reflecting the flow of the times. After the financial
crisis in 2008, the huge loss continued for many years and it
almost caused the Company to delist with a market value of
less than HK$1.8 billion. With a responsible attitude towards
all investors, Shougang Group, a major shareholder, helped
to divest and undertake bad assets, with full support to the
business team to undertake and unveil the strategic change and
value reconstruction.
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In the past three years, we have been carrying weight on our
shoulders. | started to lead the team forward from the age of
37, every time | think back on holding a PowerPoint report to
the investors, and the moments of searching for investment,
the hardships of the past are brought back vividly into sight.
The sudden appearance of the epidemic pandemic has created
obstacles to ordinary life of people and the social economic
developments. Trade suspensions and industries closures will
cause a fair amount of businesses to have debt issues. The
epidemic situation also caused major shifts to the Company’
s development, the parking revenue in February and March,
2020, had a sharp decline, and there is a surmount of pressure
for the new financial year's performance. The massive crisis
has however also brought forth great opportunities. We have
confidence in the further expansion of the business, to advance
in cost control and technology upgrade, and in the Company’s
tenth anniversary year of strategic transformation, to endeavor
to expand the scale of managed parking spaces to exceed
1 million, and urban renewal asset management to double
to RMB85 billion, and to receive recognition by clients and
investors in the market, so that the Company can be included
in the Hang Seng Comprehensive Large-Cap Index. Knowing
is easy, doing is hard, the team can only give all its heart and
strength, to deliver according to their words, to put vision to
action, seeing trust as a driver, fulfilling promises with results,
and hence create greater value for investors through excellent
operation and management.

The great era has given us a historical opportunity, the breadth
of the market is breeding a great company and an advanced
team is accruing strength for breakthroughs. We have an ample
supply of resources, with time, positioning and human resource
conditions in our favor, and with high spirits, | hope we can
make full use of our talented ability to cope well with changes,
as well as staying down to earth, together heading towards
a common vision, staying updated and lastly working hard to
prove it all!
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