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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET OF THE STOCK
EXCHANGE OF HONG KONG LIMITED

Growth Enterprise Market (“GEM") has been positioned as a market designed to accommodate companies to which a
higher investment risk may be attached than other companies listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). Prospective investors should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no assurance is given that there will
be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Dafeng Port Heshun Technology Company Limited (the
"Company”) collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief, the information contained in this report is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters the omission of which would make any statement herein or
this report misleading.
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CHAIRMAN'S STATEMENT
EEHE

Dear shareholders,

On behalf of the board of Directors (the “Board”), | am pleased to
present the annual report of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2016
(the “Year").

During the Year, the Company carried out a number of significant
corporate activities to expand and diversify its scope of business,
which has enhanced the growth of the business and asset base as
well as broadened the income stream of the Group.

The Company completed the acquisition of the entire equity
interestin X 2888 0K A R 2 5 (Dafeng Harbour Port
Logistics Company Limited*) (“Dafeng Logistics”) on 13 July 2016.
Dafeng Logistics is principally engaged in, among others, providing
land freight services for the customers in Dafeng port, Jiangsu
Province, the PRC (“Dafeng Port”), which enables the Group to
effectively expand its integrated logistics freight services from the
Pearl River Delta region to the new region, Yangtze River Delta
region. Dafeng Logistics is the major land freight services provider
for the customers in Dafeng Port, in terms of the volume of the
freight it handles. Dafeng Logistics’ business and financials have
benefited from the development of Dafeng Port, its wharfs and
other facilities, which have significantly increased the cargo-
handling capacity and container throughput of Dafeng Port.

On 22 November 2016, the Company completed the acquisition of
the entire equity interest in L& FEA(L A AR A A (Jiangsu
Zhongnanhui Petrochemical Storage Company Limited*)
("Zhongnanhui”). Zhongnanhui operates in Dafeng Port and is
principally engaged in, among others, providing warehouse storage
services for petrochemical products to the customers. Following the
R At EXZFLEERERBIIENEMNIEEE R (Guidance on the
Petrochemical Industry Structural Adjustment and Transformation
of Increasing Efficiency*) published by the State Council of the PRC
in August 2016, it is expected that Zhongnanhui will benefit from
the recovery of the petrochemical industry in the PRC for the
growing demands of warehouse storage services for petrochemical
products. By leveraging on the Group's established platform in the
land freight services in Dafeng Port, its well maintained relationship
with the local governments and businesses, the acquisition of
Zhongnanhui is expected to enable the Group to provide
streamlined logistics freight services to its customers, to facilitate
cross selling of services, and to better meet its customers’ needs.

Dafeng Port Heshun Technology Company Limited
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CHAIRMAN'S STATEMENT
ETRWmE

During the Year, the Company had also established AT/& R K4 fE
# (&Y ) B R 2 7 (Qianhai Mingtian Supply Chain (Shenzhen)
Company Limited*) (“Qianhai Mingtian”), in Shenzhen, the PRC,
the business of which principally includes trading, importing and
exporting of electronic products. By leveraging on the integrated
logistics freight services provided by the Group, Qianhai Mingtian
has been able to provide one-stop services to customers in the
purchase of electronic products sourced from both domestic and
overseas suppliers and thereby allowing the Group to expand its
clientele and create operational synergy.

Looking forward, the Group will continue to engage in the
integrated logistics freight services and expanding the trading
business. In this regard, the Group intends to develop and extend
into the petrochemical products trading business, with a view to
diversifying the revenue stream and business portfolio of the
Group, and to enhance the interests of the shareholders of the
Company.

The Board believes the business of the Group is developing well
and is confident about the business prospects of the Group.

Finally, | would like to express my heartfelt appreciation to our
shareholders, investors and partners for their strong support. |
would also like to express my gratitude to our Directors and all
employees of the Group for their diligent and valuable
contributions.

Ni Xiangrong
Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWR DM

BUSINESS REVIEW

During the Year, the Group is principally engaged in the provision
of integrated logistics freight services and the relevant supporting
services in Hong Kong, the Pearl River Delta region and the Yangtze

River Delta region and is also engaged in trading business and

petrochemical products storage business.

Our major business activities can be divided into below categories
during the Year:

1.

Integrated Logistics Freight Services

Integrated logistics freight services composed as the core
business of the Group. During the Year, the Group's revenue
in integrated logistics freight services recorded a decrease of
approximately 1.6% to approximately HK$231.9 million (2015:
HK$235.7 million).

During the Year, the Group completed the acquisition of the
entire equity interest in Dafeng Logistics. Dafeng Logistics is
principally engaged in providing land freight services in
Dafeng Port for the customers, which enables the Group to
effectively expand its integrated logistics freight services to
the Yangtze River Delta region.

Supporting Services

The Group's income from supporting services, which comprised
provision of fuel cards, tractor repair and maintenance services
and insurance agency services, increased from approximately
HK$24.6 million for the year ended 31 December 2015 to
approximately HK$27.1 million for the Year.

(a) Provision of fuel cards

During the Year, the increase in the Group's supporting
services income was mainly driven by the increase in
income from provision of fuel cards of approximately
9.9%. The Group will continue to increase marketing
efforts for the promotion discount offered to our clients.

Dafeng Port Heshun Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWR D

(b)  Tractor repair and maintenance services and insurance
agency services

Tractor repair and maintenance services and insurance
agency services, albeit their contribution to our Group's
revenue being relatively insignificant, served as major
types of value-added-services to our land and ocean
freight clients during the Year. The relevant revenue
increased by approximately 6.8% during the Year as
compared with the last year.

3. Trading Business

On 19 May 2016, the Company established Qianhai Mingtian
in Shenzhen, the PRC, which principally engages in the
business of trading, importing and exporting of electronic
products.

During the Year, the Group’s trading business recorded
revenue of approximately HK$303.8 million (2015: Nil).

4. Petrochemical Products Storage Business

On 22 November 2016, the Company completed the
acquisition of the entire equity interest in Zhongnanhui, which
is principally engaged in, among others, providing warehouse
storage services for petrochemical products in Dafeng Port to
the customers.

During the Year, the Group’s petrochemical products storage
business recorded revenue of approximately HK$936,000
(2015: Nil).

OUTLOOKS

Reference is made to the composite document issued by Dafeng
Port Overseas Investment Holdings Limited (“Dafeng Port
Overseas”) and the Company (formerly known as Gamma Logistics
Corporation) on 18 February 2015. After completion of the
acquisition of the controlling interest in the shares (the “Shares”) of
the Company, Dafeng Port Overseas has conducted a detailed
review of the operations of the Group with a view of developing
suitable business strategy to enhance the growth of its business
and asset base as well as to broaden its income scheme. Based on
such review, the Group decided to implement the strategy of
expanding its scope of business and diversifying its core business
by providing a more integrated logistics freight services and
enhancing its capacity in providing such services. Such expansion
will be done by relying on Dafeng Port Overseas’ expertise and
knowledge which included the injection of assets and businesses
into the Group by Dafeng Port Overseas.

(b) ESIEHBREREBRBEARRRALE
BR#%

BEESIEEERRERBARRR
RERBEAEE 2 WS B BEHR
N RARFEE - ZMIBERS RN EE
AR M FEERBEPREZE
ZIRERBER - RAFE - HEW
BB EFIEINL6.8%

EOES S

RZZBE—AR"FRATNAE » RABEFBDF
JIKZATERAX - BIERATERESFE
MESNELOER -

RAFE  REBZE S EBKRB WD
303,800,0008 L (ZZE—H4F « ) -

ALERBRMER

R-ZE—RF+—A=-+=-8 ' KATEK
W ERIIE  PEEETENRE(H
FRE)EAREEARFPREALEREH
BR7% o

RAFE  ARELLERRRKEBBRGR
#4I1936,000 8T (ZT—HF : &) o

RE

HIRMK BB GIMEEERBRAR ([ KE
BN ) AT (RIRE IS YRk E) i =
T-RAF AT NBATEZGEEXHE - %
MR AR ([R1D]) 2 R e 1%
REBBINCDHERBRUAEBE 2 XHERE
AHFT A BRI RS E X N EER
£ URBEERARR - RIEGEEHN -
REBRTE BHEREE - BBRHE N8
ZYWmEE RS MR A AR < B
NBREXBHRELZTIEEREAZOE
% - BABRGEUAN KB GIN BER
MM BRAGEFIINAAEETIAER
= IVE

ERMENERHERAR
2016 F 3R



MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DM

During the Year, the Group has completed the acquisition of the
entire equity interest in Dafeng Logistics. Dafeng Logistics is
principally engaged in providing land freight services in Dafeng
Port, which enables the Group to effectively expand its integrated
logistics freight services to the Yangtze River Delta region. The
Company has also completed the acquisition of the entire equity
interest in Zhongnanhui. Zhongnanhui is principally engaged in
providing warehouse storage services for petrochemical products
in Dafeng Port to the customers . Having regard to the promising
market outlook and that the existing petrochemical storage tanks
of Zhongnanhui are close to their full capacities, the Group has
contracted to construct four additional groups of petrochemical
storage tanks of total 80,000 M3 in January 2017. The Group
established Qianhai Mingtian in May 2016, which is principally
engaged in the trading, importing and exporting of electronic
products.

Looking forward, the Group will continue to engage in the
integrated logistics freight services and expanding its trading
business. In this regard, the Group intends to venture into the
petrochemical products trading business, with a view to diversifying
the revenue stream and business portfolio of the Group, and to
enhance the interest of the shareholders of the Company.

FINANCIAL REVIEW

The Group's revenue increased by approximately 116.5% to
approximately HK$563.7 million for the Year (2015: HK$260.4
million). The increase in revenue was mainly attributable to the
increase in revenue of the Group's trading business.

The Group's cost of sales increased by approximately 136.0% to
approximately HK$524.6 million for the Year (2015: HK$222.3
million), which was mainly driven by the increase in cost of the
trading business, the new business developed by the Group during
the Year.

With the combined effects of revenue and cost of sales, the
Group's gross profit margin decreased to approximately 6.9% for
the Year from approximately 14.6% for the last year due to the low
profit margin of the Group's trading business.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWR D

The Group's finance costs amounted to approximately HK$2.2
million for the Year (2015: HK$469,000), the finance costs consist of
interests on bank loans, overdrafts and other borrowings as well as
the finance charge on obligations under finance leases.

The Group recorded the loss for the Year of approximately HK$37.1
million (2015: HK31.3 million). The loss attributable to the equity
holders of the Company was approximately HK$37.0 million (2015:
HK$24.1million) and the loss per Share was 3.03 HK cents (2015: 2.15
HK cents).

Liquidity and financial resources

As at 31 December 2016, the Group had net current liabilities of
approximately HK$11.6 million (2015: net current assets of
approximately HK$85.3 million) including bank balances and cash
equivalents of approximately HK$36.1 million (2015: HK$73.6
million).

The Group's equity capital and bank and other borrowings have
been applied to fund its working capital and other operational
needs. The Group's current ratio as at 31 December 2016 was
approximately 0.97 (2015: 2.61).

As at 31 December 2016, the Group's gearing ratio (defined as the
ratio of total interest-bearing borrowings to total equity) was
approximately 37.2% (2015: 4.8%).

Capital structure

As at 31 December 2016, the Group's total equity attributable to
equity holders of the Company amounted to approximately
HK$163.4 million (2015: HK$104.4 million). The capital of the
Company mainly comprised ordinary share capital, share premium
and capital reserves.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Placing of new Shares under general mandate

On 30 May 2016, the Group completed a placing of new Shares (the
"Placing Shares”) under general mandate (the “Placing”). An
aggregate of 168,000,000 Placing Shares (representing approximately
13.04% of the issued share capital of the Company as enlarged by
168,000,000 Placing Shares) have been allotted and issued to not less
than six placees at the placing price of HK$0.58 per Placing Share.
The gross proceeds from the Placing of 168,000,000 Placing Shares
at the placing price of HK$0.58 per Placing Share are approximately
HK$97.44 million and the net proceeds, after deducting the placing
commission payable to the placing agent and other expenses
incurred in the Placing, are approximately HK$96.93 million. Upon
the completion of the Placing, the total number of Shares in issue of
the Company is 1,288,000,000. The Directors considered that the
Placing would allow the Company to raise capital for the Group and
widen its capital and shareholder base. Details of the Placing are set
out in the announcements of the Company dated 12 May 2016 and
30 May 2016.

As at 31 December 2016, approximately HK$21.27 million of the net
proceeds of the Placing was used for the acquisition of Dafeng
Logistics, approximately HK$46.76 million of the net proceeds of
the Placing was used for the acquisition of Zhongnanhui, and the
remaining net proceeds of approximately HK$28.90 million of the
Placing was used for the general working capital of the Group.

Dividend

The Board did not recommend the payment of any final dividend in
respect of the Year (2015: Nil).

Significant investment, material acquisitions and
disposals

Save as the establishment of Qianhai Mingtian and the acquisitions
of Dafeng Logistics and Zhongnanhui, the Group had no significant
investment and material acquisitions and disposals of subsidiaries
and associated companies during the Year.

Winding up petition

As disclosed in the Company’s announcement dated 21 January
2016, on 24 September 2015 and 4 December 2015, a winding up
petition (the "Winding Up Petition”) was respectively filed and re-
filed with the High Court of Hong Kong (the “Court”) against
Global Cargo International Limited (“Global Cargo”) by Golden
Fame Insurance Services Limited (the “Petitioner”), a wholly-owned
subsidiary of the Company. The Winding Up Petition was based on
a claim by the Petitioner in the sum of HK$20,780.14 for services
provided by the Petitioner to Global Cargo.

Dafeng Port Heshun Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWR D

Global Cargo was subsequently wound up by the Court on 9
December 2015, and Messrs. Huen Ho Yin and Huen Yuen Fun
have been appointed as the joint and several provisional liquidators
of Global Cargo by the Official Receiver.

As a result of the Winding Up Petition, the net liabilities of Global
Cargo were derecognised in the consolidated financial statements
of the Group.

Pledge of assets

The Group used bank and other borrowings to finance the
expansion of its business. Secured borrowings are secured by the
Group's property, plant and equipment, having carrying amounts
of approximately HK$44.3 million as at 31 December 2016 (2015:
HK$4.0 million), prepaid lease payments of approximately HK$43.1
million (2015: Nil) and pledged bank deposits of approximately
HK$1.3 million as at 31 December 2016 (2015: HK$3.2 million).

Foreign currency exposure

The Directors considered the Group's foreign exchange risk to be
insignificant. During the Year, the Group did not use any financial
instruments for hedging purposes.

Employees and emolument policy

As at 31 December 2016, the Group employed a total of 270
employees (2015: 257 employees) based in Hong Kong and the
PRC. During the Year, the total staff costs, including Directors’
emoluments, amounted to approximately HK$83.8 million (2015:
HK$61.1 million).

The Group reviews the emoluments of its directors and staff based
on their respective qualification, experience, performance and the
market rates so as to maintain the remunerations of its directors
and staff at a competitive level.

Contingent liabilities

As at 31 December 2016, the Group had no material contingent
liabilities (2015: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Environmental, Social and Governance

With an aim to enhance the management of environmental, social
and governance ("ESG") risks and make it part of the Company’s
strategies of development and ordinary operation, the Company
has been establishing its ESG management system gradually
through the communication with its stakeholders, risks
identification, the development of countermeasures as well as daily
management and control in order to enhance its ESG

management.

As governmental authorities, shareholders and potential investors,
customers, employees, suppliers and the social community have
been considered as our significant stakeholders, the Company has
been seriously dealing with its stakeholders’ requests via timely
communication and the provision of proper response and
countermeasures during its course of business. During the Year, the
Company communicated with various stakeholders in respect of its
ESG issues and seriously considered their expectations and
requests in this regard, which provides the basis for our ESG report
for the Year.

For further information in relation to the ESG performance of the
Company during the Year, please refer to the upcoming
independent ESG report, which will be released shortly and posted
on the website of the Stock Exchange and the Company for
inspection and download.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
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EXECUTIVE DIRECTORS

Mr. Ni Xiangrong, aged 62, has been appointed as an executive
Director and the chairman of the Board since 23 February 2015. Mr.
Ni is the chairman and the legal representative of )T &k X & /&5
g & B & BR A & (Jiangsu Dafeng Harbour Holdings Limited*)
("Jiangsu Dafeng”) and a director of Dafeng Port Overseas
Investment Holdings Limited (“Dafeng Port Overseas”). He was a
directorof T # KL BELER R E E L 8 F (Management
Committee of Jiangsu Dafeng Port Economic Development Zone*)
during the period from February 1999 to December 2014.

Mr. Wang Yijun, aged 50, has been appointed as an executive
Director since 23 February 2015. Mr. Wang is a director and a vice
president of Jiangsu Dafeng. He is also a director of Dafeng Port
Overseas. He was the deputy director of JT &k A 2 7 4% 7% B 2%
& & 2 & 8 § (Management Committee of Jiangsu Dafeng Port
Economic Development Zone*) during the period from November
2007 to December 2014.

Mr. Shum Kan Kim, aged 54, has been appointed as an executive
Director since 23 February 2015. Mr. Shum is the director and the
legal representative of Qianhai Mingtian. He is also a director and
the company secretary of Dafeng Port Overseas and a director of
certain other subsidiaries of the Company. He was a director of
Zhejiang Unifull Industrial Fibre Co., Ltd (a company listed on the
Shenzhen Stock Exchange with stock code: 002427) from November
2008 to November 2011.

Mr. Yu Xingmin, aged 50, has been appointed as an executive
Director since 31 May 2016. He has been a vice president of Jiangsu
Dafeng since December 2014. He was the deputy director of )T &k
£ KE MmO E B B Harbour Bureau of Dafeng City of Jiangsu
Province*) from March 2005 to December 2014. Mr. Yu graduated
from K& AR B 1% 2 Fx (Dafeng City Communist Party
Correspondence School of China*) with a bachelor’'s degree in
economics and management in December 2009.

Mr. Pan Jian, aged 52, has been appointed as an executive Director
since 26 August 2016. Mr. Pan is a director, a vice president and the
chief financial officer of Jiangsu Dafeng since December 2014 and
a director of Dafeng Port Overseas. He was the deputy director and
a director in the fiscal and taxation bureau and the deputy director
in the management committee of /T & A & & 47 7 5] 3% [& (Jiangsu
Dafeng Port Economic Development Zone*) from 1999 to 2014.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
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NON-EXECUTIVE DIRECTORS

Mr. Ji Longtao, aged 52, has been appointed as a non-executive
Director since 23 February 2015. He owns 55% equity interest in
each of Success Pacific Investment Group Limited (“Success
Pacific”) and )L & % 8 1% & B R A A (Jiangsu Huahai Investment
Limited*) (“Jiangsu Huahai”), which in turn own 18% and 10%
equity interest in the Dafeng Port Overseas respectively. Mr. Ji
owns 50% equity interest of B3 T BE4E B ¥ B PR A & (Yancheng
Longgiao Property Development Limited*), which is engaged in
property development and investment business. He is a director of
Dafeng Port Overseas and an executive director of Success Pacific
and Jiangsu Huahai, both of which are engaged in investment and
asset management businesses.

Mr. Yang Yue Xia, aged 44, has been appointed as a non-executive
Director since 12 March 2015. He was an executive Director from 20
December 2013 to 11 March 2015. He is a director of certain
subsidiaries of the Company. He has many years of experience in
corporate management. Mr. Yang is currently a director of /&I
Ah Ak % & B R A 7] (Shenzhen Rongcheng Investment Company
Limited*). He gained working experience across different industries
such as trading and property development.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Bian Zhaoxiang, aged 50, has been appointed as an
independent non-executive Director since 15 May 2015. He had
been educated in FR A E %% K2 (Nanjing University of Traditional
Chinese Medicine*), Jt R E&# K E (Beijing University of
Traditional Chinese Medicine and Pharmacology*) and &I # &8 %
K& (Guangzhou University of Traditional Chinese Medicine*) and
was conferred the Ph.D. degree in Integrated Chinese and Western
Medicine. Currently, Dr. Bian serves as a director of the clinical
division of the School of Chinese Medicine, and an associate vice-
president of the Hong Kong Baptist University. He has engaged in
clinical and basic research in digestive diseases and involved in
publication of many experimental and clinical researches. He has
been awarded a second prize of National Science and Technology
Award of China in 1999.

Dafeng Port Heshun Technology Company Limited
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
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Mr. Lau Hon Kee, BComm, MPA, FCPA, CPA (Aust.), aged 46, has
been appointed as an independent non-executive Director since 31
May 2016. He is the financial controller and company secretary of
I B 78 IR B 2 S [E I 1) B IR A Bl (Shandong Luoxin Pharmaceutical
Group Stock Co. Ltd*) (a company listed on the Stock Exchange
with stock code: 8058) and a joint company secretary of Zhejiang
Tengy Environmental Technology Co., Ltd (a company listed on the
Stock Exchange with stock code: 1527). Mr. Lau has been an
independent non-executive director of Astrum Financial Holdings
Limited (a company listed on the Stock Exchange with stock code:
8333) since 23 June 2016. Mr. Lau was an independent non-
executive director of Strong Petrochemical Holdings Limited (a
company listed on the Stock Exchange with stock code: 852) from
November 2008 to January 2012. Mr. Lau obtained a bachelor’s
degree in commerce from the Australian National University in April
1994 and a master's degree in professional accounting from the
Hong Kong Polytechnic University in October 2009. Mr. Lau is a
CPA of CPA (Aust.) and a certified public accountant of the Hong
Kong Institute of Certified Public Accountants since 1999. He is also
a fellow member of the Hong Kong Institute of Certified Public
Accountants since 2006.

Mr. Yu Xugang, aged 48, has been appointed as an independent
non-executive Director since 31 May 2016. He has been acted as an
independent non-executive director of Central China Securities
Co., Ltd. (a company listed on the Stock Exchange with stock code:
1375) since December 2015. Mr. Yu was an independent director of
Hebei Baoshuo Company Limited (a company listed on the
Shanghai Stock Exchange with stock code: 600155) since December
2016. He was a partner at Beijing Dentons Law Offices, LLP from
August 2001 to December 2003 and has been promoted to a senior
partner at Beijing Dentons Law Offices, LLP since January 2004. Mr.
Yu was an independent director of Da Cheng Fund Management
Company Limited from August 2008 to August 2011. Mr. Yu was an
independent director of Inner Mongolia Baotou Steel Union Co.,
Ltd (a company listed on the Shanghai Stock Exchange with stock
code: 600010), from August 2009 to August 2015, and an
independent director of Hubei Shuangjian Blower Company
Limited (a company listed on National Equities Exchange and
Quotations with stock code: 833468) from October 2012 to October
2015. Mr. Yu obtained a bachelor's degree in law from the China
University of Political Science and Law in 1990, a master’s degree in
international economic law from the Peking University in July 1998
and a doctorate degree in law from the Peking University in July
2001.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
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Mr. Zhang Fangmao, aged 52, has been appointed as an
independent non-executive Director since 1 June 2014. He has over
15 years of experience in import and export businesses in the PRC.
Mr. Zhang served as a chief manager in 7 BRI E 5 @ LT 9NE 5)
(%£[8) 2 7] (China Shenzhen Economic Special Zone Foreign Trade
(Group) Corporation®), a state-owned enterprise. He is a director of
YT OR {2 & B A R A 8] (Shenzhen AUDE Investment
Consulting Co., Ltd.*). Mr. Zhang obtained a bachelor’s degree in
finance from the Shenzhen University.

SENIOR MANAGEMENT

Mr. Sun Lin, aged 47, has been appointed as the chief executive
officer of the Company since 12 October 2016. Mr. Sun is the
executive director, the chief executive officer and the legal
representative of Zhongnanhui. He is also the executive director
and the legal representative of EE3H K L |EHEE 5 H R A 7
(Yancheng Dafeng Heshun International Trading Company
Limited*) (“Dafeng Heshun Trading”). Mr. Sun graduated from the
Southwest University of Political Science and Law in June 1998 with
a bachelor’s degree in law. From December 2003 to September
2010, Mr. Sun served as the vice general manager in 3L/ H BR
‘A R] (Beihai Port Stock Ltd.*) (a company listed on Shenzhen Stock
Exchange with stock code: 000582), which is primarily engaged in
trading and stockpiling business. From January 2011 to July 2016,
Mr. Sun was the vice deputy general manager in BRI TEEE 5
BMR A F] (Guangxi Railway Investments Guanxin Trading Company
Limited®), formerly known as B E %A R A7) (Guanxin Industrial
Company Limited*), a subsidiary of B K E & E B R A A
(Guangxi Railway Investments Co., Ltd*), which is primarily engaged
in, among others, real estate, logistic and trading business.
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Ms. Xu Jing, aged 39, has been appointed as the company
secretary of the Company on 12 May 2016. Ms. Xu obtained a
bachelor’'s degree in management from Zhongnan University of
Economics and Law, major in accounting (special orientation of
CPA). She is a fellow member of the Association of Chartered
Certified Accountants and the Hong Kong Certified Public
Accountants. She is also a member of the Chinese Institute of
Certified Public Accountants. From July 2002 to May 2007, Ms. Xu
was an accountant in Yulong Computer Telecommunication
Scientific (Shenzhen) Co., Ltd, which is a wholly-owned subsidiary of
Coolpad Group Limited (a company listed on the Stock Exchange
with stock code: 2369), being one of the core team members of its
initial public offering. From June 2007 to March 2012, Ms. Xu was
the financial controller and qualified accountant in Shenzhen
Neptunus Interlong Bio-technology Company Ltd (a company listed
on the Stock Exchange with stock code: 8329). From February 2012
to April 2015, Ms. Xu was the financial director in a non-public
company in Shenzhen. From December 2015 to June 2016, Ms. Xu
was the company secretary of China Health Group Inc. (a company
listed on the Stock Exchange with stock code: 8225).

Mr. Yu Xiao, aged 28, has been appointed as the financial officer of
the Company since November 2015. Mr. Yu obtained a bachelor’s
degree in management from Jiangxi University of Finance and
Economic major in accounting (special orientation of ACCA) and a
master’'s degree in professional accounting from the Hong Kong
Polytechnic University. He is a member of the Association of
Chartered Certified Accountants. He had acquired extensive
experience in accounting and finance by serving in the finance
department of Saint-Gobain (China) Investment Co., Ltd which is
the delegation in APAC of Saint-Gobain, a Fortune 500
multinational corporation and New Belle Footwear (Shenzhen) Co.,
Ltd, which is a wholly-owned subsidiary of Belle International
Holdings Limited (a company listed on the Stock Exchange with
stock code: 1880).
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REPORT OF THE DIRECTORS
EEEWE

The Board herein presents the annual report together with the
audited consolidated financial statements of the Group for the
Year.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the provision of integrated
logistics freight services and the relevant supporting services in
Hong Kong, the Pearl River Delta region and the Yangtze River
Delta region and is also engaged in trading business and
petrochemical products storage.

FINANCIAL RESULTS

The results of the Group for the Year and the state of affairs of the
Company and of the Group as at the date are set out in the
consolidated financial statements on pages 60 to 163 of this report.

FINAL DIVIDEND

The Board did not recommend the payment of any final dividend
for the Year (2015: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the aggregate amount of turnover attributable to
the Group's largest and the five largest customers accounted for
approximately 17.1% and 49.2% (2015: 9.9% and 25.3%) of the total
value of the Group's revenue, respectively.

During the Year, the aggregate amount of cost of sales attributable
to the Group's largest and the five largest suppliers accounted for
approximately 18.3% and 47.6% (2015: 17.0% and 44.4%) of the
total value of the Group's cost of sales, respectively.

Based on the information publicly available to the Company and to
the best knowledge of the Directors, none of the Directors, their
associates, or any shareholders of the Company (which to the
knowledge of the Directors owned more than 5% of the Company’s
issued share capital) had interest in any of the Group's five largest
customers or suppliers during the Year.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 14 to the consolidated financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the
Year are set out in note 15 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in share capital of the Company are set out
in note 28 to the consolidated financial statements.

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Group as at 31
December 2016 are set out in note 25 to the consolidated financial
statements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the Year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company'’s reserves available for
distribution to the shareholders of the Company comprising share
premium account and accumulated losses amounted to
approximately HK$125.8 million. Details of the Company's
distributable reserves as at 31 December 2016 are set out in note
39 to the consolidated financial statements. Movements in reserves
of the Group during the Year are set out in the consolidated
statement of changes in equity on page 63 of this report.

INTEREST CAPITALISED
No interest was capitalised by the Group during the Year.

GROUP 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 164 of this
report.
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DIRECTORS

The Directors who held office during the Year and up to the date of
this report were as follows:

Executive Directors

Mr. Ni Xiangrong (Chairman)

Mr. Wang Yijun

Mr. Shum Kan Kim

Mr. Yu Xingmin (appointed on 31 May 2016)
Mr. Pan Jian (appointed on 26 August 2016)
Mr. Wang Zhi Qiang (resigned on 31 May 2016)
Mr. Lo Ka Man (resigned on 11 October 2016)

Non-executive Directors

Mr. Ji Longtao
Mr. Yang Yue Xia

Independent Non-executive Directors

Dr. Bian Zhaoxiang

Mr. Lau Hon Kee (appointed on 31 May 2016)
Mr. Yu Xugang (appointed on 31 May 2016)
Mr. Zhang Fangmao

Dr. Pang Jianming (resigned on 31 May 2016)
Mr. Luk Chi Shing (resigned on 7 March 2016)

Biographical details of the Directors currently in service are set out
on pages 15 to 18 of this report.

In accordance with article 83(3) of the Articles of Association of the
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Company (the “Articles”), Mr. Yu Xingmin and Mr. Pan Jian as  ${7& S4B a4 BB A AR B IE8 1T
BRIz REAEERTHEREEREETSRELH
BEEARAEERRAFAS((RRBF K

g HNGEREEEIL-

executive Directors and Mr. Lau Hon Kee and Mr. Yu Xugang as
independent non-executive Directors were appointed by the Board
and will hold office until the forthcoming annual general meeting of
the Company (the “AGM") and, being eligible, offer themselves for
re-election.

In accordance with article 84(1) of the Articles, Mr. Ni Xiangrong,  RIZMMAIESANIE » HITE SR AL EER T
ERANLBIIFATEET TRFB LN EE
BRRAEFAREWFEEER BENAERBEEE-

Mr. Wang Yijun as executive Directors and Dr. Bian Zhaoxiang as an
independent non-executive Director will retire from office by
rotation at the forthcoming AGM and, being eligible, offer
themselves for re-election.

Dafeng Port Heshun Technology Company Limited
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DIRECTORS’ SERVICE CONTRACTS

Each of the Directors has entered into a service contract with the
Company and is subject to termination by either party giving not
less than three months’ prior written notice to the other.

None of the Directors has a service contract with the Company
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

Each of the non-executive Directors (including the independent
non-executive Directors) has entered into service contract with the
Company for a fixed term of one year, subject to retirement by
rotation and re-election at the AGM in accordance with the Articles.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2016, none of the Directors or the chief
executives of the Company had any interests or short positions in
the Shares, underlying Shares and debentures of the Company or
any associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong)
("SFO")) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFO) or which were
required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or which were required, pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules relating to securities
transactions by the Directors, to be notified to the Company and
the Stock Exchange.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and to recognise and
acknowledge the contributions that eligible persons had made or
may make to our Group. The Scheme has been adopted pursuant
to the written resolutions of the sole shareholder of the Company
passed on 3 August 2013. Since the Scheme came into effect after
the Company was listed on GEM of the Stock Exchange, no share
options were granted, exercised or cancelled by the Company
under the Scheme and there were no outstanding share options
under the Scheme as at 31 December 2016 and as at the date of
this report.

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2016, so far as was known to the Directors, the
following persons/entities (other than the Directors or chief
executives of the Company) had, or were deemed to have, interests
or short positions in the Shares or underlying Shares of the

Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows:

BRESE
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Name of shareholders Nature of interests (Note 1) (Approximate)
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BREREZRE B Mg (FzE1) Bt (85)

Dafeng Port Overseas (Note 2) Beneficial owner 740,040,000 (L) 57.46%

KEE G (HIzE2) EnlEEA

Jiangsu Dafeng (Note 3) Interest of controlled corporation 740,040,000 (L) 57.46%
LR E (MI5E3) PG EE S

KE& ARBUT (the People’s Interest of controlled corporation 740,040,000 (L) 57.46%

Government of Dafeng District*)

("PGDD") (Note 3)
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Notes:

1. The letter “L" denotes a long position in the interest in the issued share capital
of the Company.

2. Dafeng Port Overseas, a company incorporated in Hong Kong with limited

liability, and is owned as to 40% by Jiangsu Dafeng, which in turn is wholly
owned by PGDD.

3. Jiangsu Dafeng and PGDD are deemed to be interested in the Shares held by
Dafeng Port Overseas under the SFO.

Save as disclosed above, as at 31 December 2016, the Directors
were not aware of any other persons/entities (other than the
Directors and chief executives of the Company) who had interests
or short positions in the Shares or underlying Shares of the
Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO or which
were recorded in the register required to be kept by the Company
under Section 336 of the SFO.

DIRECTORS’ ARRANGEMENT TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”
above, at no time during the Year was the Company or any of its
subsidiaries or its ultimate holding company or any subsidiary of
such ultimate holding company a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition
of shares in, or debt securities (including debentures) of, the
Company or any other body corporate, neither the Directors nor
any of their spouses or children under the age of 18 had any right
to subscribe for the securities or debt securities of the Company or
had exercised any such right.
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DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

Save as the transactions set out in the table below, there were no
contracts of significance in relation to the Group's business to
which the Company or any of its subsidiaries was a party and in
which any of the Company’s directors or members of its
management had a material interest, whether directly or indirectly,
subsisted at the end of the Year or at any time during the Year.
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Consideration or

Transactions annual caps

X% KREIFELR

Related parties Relationship
o)y e
1. REGBEODAREMEAR Mr. Ni Xiangrong and

(Dafeng Harbour Port Mr. Wang Yijun are the
Limited Liability Company*) directors of Jiangsu Dafeng
("Dafeng Harbour Port"), and Mr. Wang Zhi Qiang
a wholly-owned subsidiary was the vice president of
of Jiangsu Dafeng Jiangsu Dafeng

REBBEOBRETAR RRKREERERELE
([RgEEEA]) RIRAEZEER

THAEZ2EWB AR FERELECRTIHAS
Z Bl BE

2. Dafeng Harbour Port Mr. Ni Xiangrong, Mr. Wang
Yijun and Mr. Pan Jian are the
directors of Jiangsu Dafeng,
and Mr. Yu Xingmin is the vice
president of Jiangsu Dafeng
and a supervisor of Dafeng
Harbour Port @)

R /BN REREE ERELER
BREERIHAEZ
EEURGEHEER/TIHKA
L RBHFEAEEEEAL

%$(Pﬁa‘£)

Note: Mr. Wang Zhi Qiang resigned as a Director on 31 May 2016, and Mr. Yu Xing
and 26 August 2016, respectively.

Acquisition of entire equity RMB52 million
interest in Dafeng Logistics
from Dafeng Harbour Port

BAREBEOWBREYR AR® 52,000,0007C
ZEpAE

Purchase of vehicle repair 2016:
services from Dafeng Harbour RMB8.17 million
Port and/or its subsidiaries and
provision of logistics services
to Dafeng Harbour Port and/
or its subsidiaries

BALEEED R, T NE
HitBARBE REMEE AR#8,170,0007T
REARAALE
BEOR/SEWNB AR
REWT RS

min and Mr. Pan Jian were appointed as Directors on 31 May 2016
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
entered into or in existence during the Year.

CONNECTED TRANSACTIONS

On 8 July 2016, Dafeng Heshun Trading, an indirect wholly-owned
subsidiary of the Company, as the buyer and Dafeng Harbour Port,
a subsidiary of the controlling shareholder of the Company, Jiangsu
Dafeng, as the seller entered into an equity transfer agreement to
acquire the entire equity interest in Dafeng Logistics. The
acquisition constitutes a connected transaction of the Company
under Chapter 20 of the GEM Listing Rules.

For details of the acquisition, please refer to the announcements of
the Company dated 13 November 2015, 28 December 2015, 22
February 2016, 17 June 2016, 8 July 2016 and 15 July 2016 and the
circulars of the Company dated 8 December 2015 and 22 March
2016.

Exempted continuing connected transactions

Provision of trading agency services by Dafeng Heshun Trading to
Dafeng Hairong and Yancheng Commercial

During the Year, Dafeng Heshun Trading acted as a trading agent
and was either engaged by customers to make purchase on their
behalf from specified suppliers or engaged by suppliers to sell
products on their behalf to specified customers, with every
transaction backed up by a tripartite agreement (signed by all the
participants: Dafeng Heshun Trading, the supplier and the
customer) stating that Dafeng Heshun Trading shall not bear any
risk and reward of the ownership of the goods being traded at any
time of the transaction. Under this arrangement, the suppliers issue
purchase invoices addressed to Dafeng Heshun Trading while
Dafeng Heshun Trading issues sales invoices addressed to the
customers. This kind of trading agency services allows Dafeng
Heshun Trading to benefit from the prices difference of RMB 0.6
million (i.e. the trading commissions) between the sales and
purchase transactions to cover the costs for its administrative works.

One of the suppliers, namely X2 /8 8IEIRE 5 B R A& (Dafeng
Hairong International Trade Co., Ltd*) (“Dafeng Hairong"”), and one
of the customers, namely B85k T /B i B2 B R A F] (Yancheng
City Gangcheng Commercial Management Co., Ltd*) (“Yancheng
Commercial”), are wholly-owned subsidiaries of Dafeng Harbour
Port. Accordingly, Dafeng Hairong and Yancheng Commercial are
also the connected parties of the Company under the GEM Listing
Rules. During the Year, Dafeng Heshun Trading acted as an agent
to purchase timber from Dafeng Hairong on behalf of its customers
and purchase scrap steel from suppliers on behalf of Yancheng
Commercial.
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The above continuing connected transaction constituted exempted
continuing connected transaction for the Group under Rule 20.74(1)
of the GEM Listing Rules and was exempted from the reporting,
announcement and independent shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules.

Purchasing refined oil products by Dafeng Logistics from Yancheng
Oil Company

During the Year, Dafeng Logistics purchased fuel from B8 35 7 A 2
7 X Gh ol B BR A 7] (Yancheng Dafeng Harbour Port Refined Oil
Products Company Limited*) (“Yancheng Oil Company”), a wholly-
owned subsidiary of Jiangsu Dafeng, which amounted to
approximately HK$8.19 million for the year ended 31 December
2016 for its vehicles used for its logistics business. Given that (i) the
fuel is purchased from an ordinary gas station and is a type
ordinarily supplied for private use or consumption; (ii) there is an
open market and transparency in the pricing of the fuel; (iii) the fuel
is consumed by Dafeng Logistics in the same state as when they
were bought; and (iv) the fuel was offered to Dafeng Logistics on
no less favourable terms than those available from independent
third parties, the above continuing connected transaction
constituted exempted continuing connected transaction for the
Group under Rule 20.95 of the GEM Listing Rules and was
exempted from the reporting, announcement and independent
shareholders’ approval requirements under Chapter 20 of the GEM
Listing Rules.

Non-exempt continuing connected transactions

During the Year, the Group had the following continuing connected
transactions subject to the reporting, annual review and
announcement under Chapter 20 of the GEM Listing Rules but
exempt from independent shareholders’ approval requirements
under Rule 20.74(2) of the GEM Listing Rules.

Nature of transactions

REMEE

Provision of vehicle repair services by Dafeng Harbour Port to
Dafeng Logistics
REFEEORAEYRIBHTERERS

Provision of logistics services for the transport of goods and/or
cargos within Dafeng Port by Dafeng Logistics to
Dafeng Harbour Port
REMRHALENERRREMEXAALEGEED
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Annual Cap
for the year ended
31 December 2016
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RMB3.67 million

AE# 3,670,000 7T

RMB4.50 million

A # 4,500,000 7T
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Dafeng Harbour Port is a wholly-owned subsidiary of Jiangsu
Dafeng, a controlling shareholder of the Company. As such, the
transactions between the Group and Dafeng Harbour Port
constitute continuing connected transactions under the GEM
Listing Rules.

During the Year, Dafeng Harbour Port has provided the vehicle
repair services to Dafeng Logistics of approximately RMB3.3 million
in total and Dafeng Logistics has provided the logistics services to
Dafeng Harbour Port of approximately RMB3.9 million in total,
which did not exceed the annual caps for the relevant transactions.

Further details are set out in note 33 to the consolidated financial
statements. The Company received confirmation from the auditors
that these transactions had complied with the matters stated in
Rule 20.53 of the GEM Listing Rules. The independent non-
executive Directors, who are not interested in any of the above
continuing connected transactions, have reviewed and confirmed
that the above continuing connected transactions have been
entered into by the Company:

1. in the ordinary and usual course of the business of the
Company;

2. on normal commercial terms or better; and

3. in accordance with the relevant agreement governing them

on terms that are fair and reasonable and in the interest of
the shareholders of the Company as a whole.

The Directors have received a letter from the auditors in respect of
the continuing connected transactions as required by Rule 20.54 of
the GEM Listing Rules.

The Company had complied with the relevant requirements under
Chapter 20 of the GEM Listing Rules during the Year.

The framework agreement governing the above continuing
connected transaction has expired on 31 December 2016, and the
above continuing connected transaction will be continued in the
future. In addition, apart from the vehicle repair services and logistics
services, the Group has also engaged Dafeng Harbour Port and/or
its subsidiaries for the provision of vehicle rental services and port
services since January 2017.

As one or more of the applicable percentage ratios (as defined
under Rule 19.07 of the GEM Listing Rules) in respect of the
aggregate proposed annual caps of the transactions exceeds 5%,
the transactions are subject to the reporting, annual review,
announcement, and the independent shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules.
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For further details, please refer to the announcement of the
Company dated 25 January 2017.

Apart from the above, the Directors are not aware of any related
party transactions as disclosed in note 33 to the consolidated
financial statements which constituted a connected transaction or
continuing connected transaction of the Group under the GEM
Listing Rules which are subject to the requirements of reporting,
announcement and approval of independent shareholders.

Non-compliance with the GEM Listing Rules

Reference is made to the announcement of the Company dated 9
November 2016 in relation to the failure of the Company to comply
with (1) Rule 20.34 of the GEM Listing Rules to enter into a written
agreement for both of the vehicle repair services and the logistics
services provided by/to Dafeng Harbour Port; and (2) Rule 20.33 of
the GEM Listing Rules to announce the continuing connected
transactions as soon as practicable after terms have been agreed.
Such delay was mainly due to the non-awareness of the obligation
of disclosure by certain management staff of Dafeng Logistics
handling the transactions.

Rectification measures taken

As disclosed in the announcement of the Company dated 9
November 2016, as soon as the Company became aware of the
non-compliance, the Company immediately procured Dafeng
Logistics and Dafeng Harbour Port to enter into a framework
agreement and publish the announcement. The Company has also:
(@) undertaken a thorough review of its internal control
procedures for handling similar transactions;

formulated plans to implement a series of enhanced control
measures to proactively ensure timely compliance with the
GEM Listing Rules in the future, including:

(i) engaging external advisers from time to time to provide
training on the GEM Listing Rules to the managerial
staff of the Group (including those at the subsidiary
level) who may be involved in handling similar

transactions;

(i) ensuring that all proposed transactions of the Group be
reviewed by and discussed among the financial
controller and the secretary of the Company, and the
executive Directors to enable cross-checking
compliance safeguard,;

Dafeng Port Heshun Technology Company Limited
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(i)  putting a procedure in place to require pre-transaction
sign-off in writing from the company secretarial
department of the Group to ensure continuous

compliance; and

arranging for the directors and senior management of
the Group to attend appropriate continuous
professional development training in respect of
compliance with the GEM Listing Rules.

In light of the review of its internal procedures and the series of
enhanced control measures that will be implemented by the
Company to proactively prevent any possible non-compliance of
the GEM Listing Rules, the Company is confident that the risk of
non-compliance with the GEM Listing Rules in the future could be
minimised.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles and
the laws in the Cayman Islands, which would oblige the Company
to offer Shares on a pro rata basis to its existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and
within the knowledge of the Directors, as at the date of this report,
the Company has maintained sufficient public float in the issued
share capital of the Company under the GEM Listing Rules.

COMPETING INTERESTS

Jiangsu Dafeng, a controlling shareholder of the Company, has two
indirect wholly-owned subsidiaries, namely Dafeng Hairong and
Yancheng Commercial, which are engaged in trading of various goods
including coals, metal ores, non-metallic ores, non-ferrous metal,
chemical products, non-metal construction materials, scrap steel and
wood. Whereas the Group, through its indirect wholly-owned
subsidiaries, namely, Dafeng Heshun Trading and Qianhai Mingtian,
has also developed the business of trading of electronic products and
various other products. Accordingly, the businesses of Jiangsu Dafeng
and its subsidiaries (the “Jiangsu Dafeng Group”) may be construed
as businesses competing with or are likely to compete with one of the
core principal activities of the Group. The Board considered that the
businesses of the Jiangsu Dafeng Group do not pose material
competitive threat to the Group because the Group and Jiangsu
Dafeng Group have different focuses on the type of products
offered which target at different customers in the market.
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Other than Mr. Ni Xiangrong, Mr. Wang Yijun and Mr. Pan Jian who
are the directors of Jiangsu Dafeng, there is no overlap in the
directorships among the Company, Jiangsu Dafeng, Dafeng
Hairong and Yancheng Commercial. The Directors consider that
the Board can operate independently from Jiangsu Dafeng,
because (i) pursuant to the Articles, a Director shall not vote on any
board resolutions approving any contract or arrangement or any
other proposal in which such Director or any of his associates has a
material interest nor shall he be counted in the quorum present at
the meeting; and (i) the Directors are fully aware of their fiduciary
duties owing to the shareholders of the respective companies and
their duty to avoid conflicts to the shareholders of the respective
companies and their duty to avoid conflicts of interests in carrying
out their respective duties as directors of the relevant companies.

Save as disclosed above, as at the Year, none of the Directors,
controlling shareholders of the Company or their respective close
associates had any interests in a business, which competes or is
likely to compete either directly or indirectly with the business of
the Group which would be required to be disclosed under Rule
11.04 of the GEM Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. Having made specific enquiries to all the
Directors, the Company was not aware of any non-compliance with
the required standard of dealings and its code of conduct
regarding securities transactions by the Directors during the Year.

CORPORATE GOVERNANCE CODE

A detailed corporate governance report is set out in pages 35 to 50
of this report.

Dafeng Port Heshun Technology Company Limited
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EVENTS AFTER THE REPORTING PERIOD

Major transaction in relation to disposal of 49% equity
interests in Qianhai Mingtian and termination of the
Subscription Agreement

On 6 March 2017, Dafeng Port Heshun International Investment
Limited (KZBMIEBIREE B R A F]) (“Heshun International”),
an indirect wholly-owned subsidiary of the Company, entered into
an equity transfer agreement (the “Equity Transfer Agreement”)
with F=IN T EEPEEIE BFR A A (Shenzhen Zhengyi Enterprise
Management Company Limited*) (“Zhengyi Enterprise”).
According to the Equity Transfer Agreement, Zhengyi Enterprise
agreed to purchase, and Heshun International agreed to sell 49%
of the equity interest in Qianhai Mingtian (the “Disposal”) in
consideration of Mr. Wu Heng (“"Mr. Wu") entering into a deed of
termination (the "Deed of Termination”), pursuant to which, among
other things, the Company is released from its obligations to allot
new Shares to Mr. Wu under a subscription agreement (the
“Subscription Agreement”) dated 19 June 2016 upon completion
of the Disposal.

For further details, please refer to (1) the announcements of the
Company dated 19 June 2016 and 20 June 2016 in relation to the
establishment of Qianhai Mingtian and the Subscription
Agreement; and (2) the announcement of the Company dated 6
March 2017 and the circular of the Company dated 27 March 2017
in relation to the Disposal and the Deed of Termination.

Major transaction in relation to disposal of 49% of the
issued share capital in Gamma Logistics (B.V.1.)
Corporation (“Gamma Logistics”)

On 13 March 2017, the Company and Wharf Limited entered into a
disposal agreement, pursuant to which, the Company has
conditionally agreed to sell, and Wharf Limited has conditionally
agreed to purchase, 49% of the issued share capital of Gamma
Logistics at a consideration of HK$8.5 million (the “Gamma
Disposal”).

For further details, please refer to the announcement of the
Company dated 13 March 2017 in relation to the Gamma Disposal.
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AUDITOR ]
Mazars CPA Limited acted as the auditor of the Group for the Year. B 2@ AIERTER AR NEERIAER
ZIZERED

The consolidated financial statements of the Company for the year X AFEHZE-—T—~F+_A=+—HIIFE>
ended 31 December 2016 were audited by Mazars CPA Limited. REMBEHRRAISZESTMEKMAER A REZ

A resolution will be submitted to the forthcoming AGM to re- AR RIEREEREREEAS 22 ABERIE

appoint Mazars CPA Limited as the auditor of the’ Company. BETAIEHAT AR AR ARR RIZEE 2 RE
% o

By order of the Board AEEE 0

Dafeng Port Heshun Technology Company Limited KEBNERERABERA T

Ni Xiangrong FE

Chairman fRE &

Hong Kong, 24 March 2017 HE —T—tF=A-+mMmA

- Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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The Company is committed to maintain a high standard of
corporate governance. The Company has complied with all the
code provisions as set out in the Corporate Governance Code (the
"CG Code") contained in Appendix 15 to the GEM Listing Rules for
the Year except the following:

Pursuant to code provision I(f) of the CG Code and Rule 5.05A of
the GEM Listing Rules, an issuer must appoint independent non-
executive directors representing at least one-third of the board;
pursuant to Rule 5.05(2) of the GEM Listing Rules, at least one of
the independent non-executive directors must have appropriate
professional qualifications or accounting or related financial
management expertise; pursuant to Rule 5.28 of the GEM Listing
Rules, every issuer must establish an audit committee comprising
non-executive directors only. The audit committee must comprise a
minimum of three members, at least one of whom is an
independent non-executive director with appropriate professional
qualifications or accounting or related financial management
expertise as required in Rule 5.05(2) of the GEM Listing Rules. The
majority of the audit committee members must be independent
non-executive directors of the issuer. The audit committee must be
chaired by an independent non-executive director. As disclosed in
the Company's announcement dated 4 March 2016, Mr. Luk Chi
Shing resigned as an independent non-executive Director on 7
March 2016. Following the resignation of Mr. Luk, the Company
was not in compliance with Rules 5.05(2), 5.05A and 5.28 of the
GEM Listing Rules. Mr. Lau Hon Kee was appointed as an
independent non-executive Director on 31 May 2016. Following his
appointment, the Company is in compliance with the requirements
under Rules 5.05(2), 5.05A and 5.28 of the GEM Listing Rules.

Pursuant to code provision A.6.7 of the CG Code, independent
non-executive directors and non-executive directors should attend
general meetings. However, certain non-executive Directors and
independent non-executive Directors were unable to attend the
general meetings of the Company due to their other prior
engagements.

The Company will continue to review its corporate governance
practices in order to enhance its corporate governance standard,
comply with regulatory requirements and meet the growing
expectations of shareholders and investors of the Company.
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DIRECTORS’ SECURITIES TRANSACTIONS
Conduct on share dealings

The Company has adopted a code of conduct regarding securities
transactions by the Directors on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. The Company has made specific enquiries to all
the Directors who have confirmed their compliance with the
required standard of dealings and the code of conduct regarding
securities transactions by the Directors throughout the Year. No
incident of non-compliance was noted by the Company during the
Year.

CORPORATE MANAGEMENT
Board of directors
Composition

As at the date of this report, the Board is comprised of 11
members, including five executive Directors, namely, Mr. Ni
Xiangrong (chairman), Mr. Wang Yijun, Mr. Shum Kan Kim, Mr. Yu
Xingmin and Mr. Pan Jian, two non-executive Directors, namely, Mr.
Ji Longtao and Mr. Yang Yue Xia and four independent non-
executive Directors, namely, Dr. Bian Zhaoxiang, Mr. Lau Hon Kee,
Mr. Yu Xugang and Mr. Zhang Fangmao.

The Company has received annual written confirmations from each
of the independent non-executive Directors in respect of their
independence to the Company in accordance with the guidelines
set out in Rule 5.09 of the GEM Listing Rules and believes that their
independence is in compliance with the GEM Listing Rule as at the
date of this report.

Directors’ training

All Directors should keep abreast of the responsibilities as a
Director, and of the conduct and business activities of the
Company. During the Year, the Company had organised a
professional seminar conducted by a professional firm which
provided the Directors with updates on the latest development and
changes in the GEM Listing Rules and other applicable legal and
regulatory requirements. All Directors including newly appointed
Directors were provided with written training reading materials.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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The Directors were also provided with regular updates on the
Company's performance, position and prospects to enable the
Board as a whole and each of the Directors to discharge their
duties. The secretary of the Company from time to time updated
and provided written training materials to the Directors relating to
the roles, functions and duties of a director.

All Directors confirmed that they have complied with code
provision A.6.5 of the CG Code on directors’ training. During the
Year, all Directors have participated in continuous professional
development by reading materials or attending seminars/briefing
sessions to develop and refresh their knowledge and skills and
provided a record of training to the Company.

Board process

The Board met regularly throughout the Year to discuss the overall
strategy as well as the operational and financial performance of the
Group. The Board delegates necessary powers and authorities to
the executive Directors to facilitate the efficient day-to-day
management of the Group's business. During the Year, the Board
held 15 scheduled full Board meetings. In addition, executive Board
meetings were convened when necessary to deal with day-to-day
matters that required the Board's prompt decisions, and therefore
usually only executive Directors attended. Individual attendance
records on full Board meetings and committees meetings are set
out on page 38 of this report. Directors who are considered having
conflict of interests or material interests in the proposed
transactions or issues to be discussed would not be counted in the
quorum of meeting and would abstain from voting on the relevant
resolutions subject to certain exceptions set out in the Articles. The
secretary of the Company maintains minutes of the Board meetings
for inspection by the Directors. All Directors have access to the
services of the secretary of the Company who regularly updates the
Board on corporate governance and regulatory matters. Any
director, audit committee member, remuneration committee
member and nomination committee member of the Company may
take independent professional advice at the expense of the
Company should they so wish.
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Board and board committee attendance E=ZgRESZESHER
The following table indicates the number of Board meetings, TXRERNAEERNRITv ETCEE LEE

committee meetings and general meetings throughout the Year,

and the number of attendance by each of the Directors:

SRMERAGRE  URSEEZHERE

Number of meetings attended/held
i)Y SieA - 1L

Audit Remuneration

Board  Committee  Committee

ENZEE HMZEE

Legal

Nomination General

Compliance

Committee
EEER
REZES ZEg

Committee Meeting

'S VN

Executive Directors HiTE=S
Mr. Ni Xiangrong AEES €S 7/15 - - 33 - 112
Mr. Wang Yijun TRERE 14/15 - - - - 2/2
Mr. Shum Kan Kim THREE 15/15 - - - 4/4 22
Mr. Yu Xingmin (note 1) BEEULA (M5 /6 - - - - -
Mr. Pan Jian (note 2) AR L (HF2) 13 - - - - -
Mr. Wang Zhi Qiang (note 3) Faa i (3) 6/9 - - - - 1/2
Mr. Lo Ka Man (note 4) BEULE(H3E4) 8/13 - 33 - 3/4 112
Non-executive Directors FHTES
Mr. Ji Longtao FRELE 14/15 - - - - 112
Mr. Yang Yue Xia BHERE 715 - - - - 172
Independent Non-executive ~ BIHHTES
Directors

Dr. Bian Zhaoxiang TRHEEL 9/15 3/4 33 - - 12
Mr. Lau Hon Kee (note 1) SERRA (M) 56 212 22 22 - -
Mr. Yu Xugang (note 1) FEERI%E (1) 5/6 - - - - -
Mr. Zhang Fangmao RAHREE 14/15 474 - 3/3 - 112
Dr. Pang Jianming (note 3) ERBEL (H:E3) 9/9 2/2 il il - 112
Mr. Luk Chi Shing (note 5) BB AR ST 4 (BH3ES) 1/3 - - - - -

Notes: ffEE -

1. appointed on 31 May 2016 1. RZE-—ARFRA=T—HEZE

2. appointed on 26 August 2016 2. RIB-—RFNAZTRNEEZME

3. resigned on 31 May 2016 3. RZE-RFERA=+—RBET

4. resigned on 11 October 2016 4. RZT-RF+A+—REIE

5. resigned on 7 March 2016 5. RZT-RF=ALHEHME

Pursuant to code provision A.6.7 of the CG Code, independent RIS S FRISFANE T B ALTIE - BT 3EH
TEENEMIERITEEABARERRRE - Al -
BETERTEERBUIRNTEEREMEEE

BmMARBELEARARBBRKE -

non-executive directors and other non-executive directors should
attend general meetings. However, certain non-executive Directors
and independent non-executive Directors were unable to attend
the general meetings of the Company due to their other prior
engagements.
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Directors’ duties

The Board in charge of leadership and supervision on the Group's
affairs and is collectively responsible for promoting the success of
the Group. Each Director has a duty to act in good faith and in the
best interests of the Company.

Matters that require decisions by the Board normally include but
not limited to overall Group strategies, major acquisitions and
disposals, annual and interim results, recommendation on the
appointment or re-appointment of Directors, and other significant
operational and financial matters. The Directors are kept up-to-date
by monthly management information on a timely basis as well as on
major changes that may affect the Group's businesses, including
relevant rules and regulations. The Board acknowledges its
responsibility to prepare the financial statements and have them
audited on an annual basis. The Company has adopted the
generally accepted accounting standards in Hong Kong in
preparing financial statements. Reasonable and prudent judgement
and estimates have been made. The Group announces its financial
results on a timely basis.

Senior management'’s duties

The day-to-day management, administration and operation of the
Company are delegated to the senior management of the
Company which include evaluating business and operational
performances, ensuring effective implementation of the Board's
decisions, ensuring adequate funding and monitoring performance
of the management of the Group. The senior management of the
Company is being closely monitored by the Board and is
accountable for the performance of the Company as measured
against the business targets and management directions set by the
Board. The senior management of the Company and the
management of the relevant subsidiaries met together on regular
basis to review and discuss operational and financial matters in
order to enhance and strengthen internal communications and
cooperation within the Group. The delegated functions and work
tasks were periodically reviewed.

Indemnification of directors and officers

The Directors and officers are indemnified under directors’ and
officers’ liability insurance against any liability incurred by them in
the discharge of their duties while holding office as the Directors
and officers of the Company.
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Chairman and chief executive officer

Code provision A.2.1 of the CG Code provides that the role of
chairman and chief executive officer should be separated and
should not be performed by the same individual. The division of
responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing.

During the Year, Mr. Ni Xiangrong is the chairman of the Board and
an executive Director and was responsible for overall strategic
planning, development, decision making and management of
senior executives of the Group. Mr. Lo Ka Man is an executive
Director and the chief executive officer of the Group and is
responsible for the corporate strategic planning, execution and
day-to-day management and administration of the Group's
business and operation prior to his resignation on 11 October 2016,
since which, Mr. Sun Lin is the chief executive officer of the Group
and is responsible for the corporate strategic planning, execution
and day-to-day management and administration of the Group's
business and operation.

BOARD COMMITTEES

The Board has received appropriate delegation of its functions and
powers and has established appropriate Board committees, with
specific written terms of reference in order to manage and monitor
specific aspects of the Group's affairs. The terms of reference of the
Board committees are posted on the websites of the Company and
the Stock Exchange and are available to the shareholders of the
Company upon request. The Board and the Board committees are
provided with all necessary resources including the advice of
external auditor, external legal advisers and other independent
professional advisors as needed.

In relation to the Board's corporate governance functions, the
Board has determined the policy of the corporate governance of
the Company and has fulfilled its duties by firstly, developing and
reviewing the Company’s policies and practices on corporate
governance and making recommendations to the Board; secondly,
reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements; thirdly,
developing and monitoring the codes of conduct applicable to the
Directors and employees of the Company; fourthly, reviewing the
Company’s compliance with the CG Code and disclosure in the
corporate governance report, and lastly, receiving and monitoring
the training and continuous professional development of the
Directors.
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The Board has established an audit committee (the “Audit
Committee”), a remuneration committee (the “Remuneration

Committee”), a nomination committee (the “Nomination

Committee”) and a legal compliance committee (the “Legal

Compliance Committee”) with defined terms of reference. The

Audit Committee and the Remuneration Committee are chaired by

independent non-executive Directors, the Nomination Committee

is chaired by the chairman of the Board and the Legal Compliance

Committee is chaired by an executive Director.

(a)

(b)

Audit Committee

The Audit Committee has been established on 3 August 2013
with written terms of reference in compliance with Rules 5.28
to 5.29 of the GEM Listing Rules and code provision C.3.3 of
the CG Code. The Audit Committee is currently comprised of
three independent non-executive Directors, namely Mr. Lau
Hon Kee (chairman), Dr. Bian Zhaoxiang and Mr. Zhang
Fangmao. The primary duties of the Audit Committee are to
make recommendations to the Board on the appointment
and removal of the external auditor, review the financial
statements and related materials and provide advice in
respect of the financial reporting process and oversee the
internal control procedures of the Group.

During the Year, the Audit Committee reviewed the quarterly,
interim and annual results of the Group. The Audit Committee
also reviewed the internal control procedures of the Group,
including financial, operational and compliance controls and
risk management functions as well as compliance matters and
the findings reports from the Legal Compliance Committee
of the Company.

Remuneration Committee

The Remuneration Committee has been established on 3
August 2013 with written terms of reference in compliance
with code provision B.1.2 of the CG Code. The Remuneration
Committee is currently comprised of one executive Director,
Mr. Pan Jian, and two independent non-executive Directors,
Dr. Bian Zhaoxiang (chairman) and Mr. Lau Hon Kee. The
primary duties of the Remuneration Committee are to make
recommendations to our Board on the overall remuneration
policy and structure relating to the Directors and senior
management of our Group, review and evaluate their
performance in order to make recommendations on the
remuneration package of each of the Directors and senior
management personnel as well as other employee benefit

arrangements.
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(c)

During the Year, the Remuneration Committee reviewed,
confirmed and recommended to the Board the remuneration
package of each of the Directors and senior management of
the Company.

Nomination Committee

The Nomination Committee has been established on 3
August 2013 with written terms of reference in compliance
with code provision A.5.2 of the CG Code. The Nomination
Committee is currently comprised of one executive Director,
Mr. Ni Xiangrong (chairman) and two independent non-
executive Directors, Mr. Lau Hon Kee and Mr. Zhang
Fangmao. The primary duties of the Nomination Committee
are to nominate potential candidates for directorship, review
the nomination of Directors and make recommendations to
the Board on the appointment of Directors.

The Company had adopted the board diversity policy in
accordance with the requirements as set out In the CG Code.
The Board recognises and embraces the benefits of having a
diverse Board to enhance the quality of its performance. The
board diversity has been considered from a number of
aspects, including but not limited to the gender, age, cultural
background and ethnicity, in addition to educational
background, professional experience, skill, knowledge and
length of service. When identifying and selecting suitably
qualified candidates for recommendation to the Board, the
Nomination Committee will give consideration to the Board
diversity policy whereby selection of candidates will be based
on merit against objective criteria and with due regard to the
benefits of diversity of the Board. The Nomination Committee
reviews and monitors the implementation of the Board
diversity policy as appropriate.

The Nomination Committee conducted reviews of the Board's
composition taking into account the Board diversity policy
and formed the view that the Board has maintained an
appropriate mix and balance of skills, knowledge, experience,
expertise and diversity of perspectives appropriate to the
business requirements of the Company.

The work performed by the Nomination Committee during
the Year included:

()  to assess the independence of independent non-
executive Directors;
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(i)  to review the structure, size and composition (including
the skills, knowledge and experience) of the Board and
make recommendations on any proposed changes to
the Board to complement the Company’s corporate
strategy;

(iii)  to identify individuals suitably qualified to become

members of the Board and select or make

recommendations to the Board on the selection of,
individuals nominated for directorships;

(iv)  to review the terms of reference of the Nomination

Committee; and

(v)  to make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors.

Legal Compliance Committee

The Legal Compliance Committee has been established on
30 April 2013, which is mainly responsible for the Group's
internal control matters and to ensure the proper compliance
of the laws and regulations relevant to the Group's operations
as well as the adequacy and the effectiveness of the Group's
internal control measures.

The members of the Legal Compliance Committee currently
comprises one executive Director, Mr. Shum Kan Kim
(chairman), two senior management of the Company, Mr. Yu
Xiao and Mr. Lam Chun Hung and the secretary of the
Company, Ms. Xu Jing.

The Legal Compliance Committee also assists the Board in
overseeing our Group's corporate governance functions
which include but not limited to the followings:

(i)  to develop and review the Group’s policies and
practices on corporate governance and make
recommendations to the Audit Committee on a
quarterly basis;

(i)  to review and monitor the training and continuous
professional development of the Directors and senior
management of the Group;

(i) to review and monitor the Group's policies and

practices on compliance with legal and regulatory

requirements;
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(iv) to develop, review and monitor the code of conduct
and compliance manual applicable to the Directors and

employees of the Group;

(v)  to review the Group’s compliance with the CG Code

and disclosure in the corporate governance report; and
(vi)  to review the nature, extent and monitoring measures
of the risks to the Group.

During the Year, the Legal Compliance Committee held four
meetings to review the internal control and compliance
matters and the findings of which were reported to the Audit
Committee.

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Board is committed to provide a balanced, clear and
comprehensive assessment of the financial performance and
prospects of the Group in all the disclosures made to the
shareholders of the Company and the regulatory authorities.

Timely release of quarterly, interim and annual results
announcements reflects the Board’'s commitment to provide
transparent and up-to-date disclosures of the Group's
performance.

The Board, assisted by the Audit Committee, oversees the financial
reporting process and the quality of the financial reporting of the
Group. The Audit Committee reviews and monitors the integrity of
the Group's quarterly, interim and annual financial statements. It
also reviews the appropriateness of the Group's accounting policies
and the changes to these policies as well as ensuring these financial
statements comply with accounting standards and regulatory

requirements.

The Directors acknowledge their responsibilities for preparing the
accounts of the Company and the responsibilities of the external
auditor with in respect to financial reporting which are set out in the
independent auditor’s report on page 51 of this report.
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External Auditor

During the Year, the fees paid/payable to the Company’s auditor,
Mazars CPA Limited, in respect of audit services and non-audit
services provided by the auditors of the Company are as follows:

Category of services

MR

Audit services B RE
Audit fee for the financial statements of

the Group for the year ended 31 December 2016
Non-audit services F BRI

Professional fee in connection with
acquisition of a subsidiary

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group's strategic objectives, and maintaining sound systems of
risk management and internal controls and also reviewing their
effectiveness to safeguard interests of the shareholders, customers,
employees, and the Group's assets. However, such systems are
designed to manage the Group’s risks within an acceptable risk
profile, rather than to eliminate the risk of failure to achieve
business objectives of the Group, and can only provide reasonable
assurance and not absolute assurance against material
misstatement or loss.

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the Group
and this process includes enhancing the systems of risk
management and internal control from time to time in response to
the changes to the business environment or regulatory guidelines.

The Board always regards risk management and internal control
process as an important task and believes that effective corporate
risk management and internal control process is an essential
element of good corporate governance. The Legal Compliance
Committee and the Audit Committee have been established by the
Board, which are responsible for monitoring and reviewing the risk
management and internal control systems of the Group.
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Risk Management
Control environment

The Group believes that risk management is the responsibility of
everyone within the Group. It aims to develop risk awareness and
control responsibility as our culture and the foundation of our
internal controls system. The internal controls system applies to the
Group's critical business processes including strategy development,
business planning, investment decisions, capital allocation and day-
to-day operations.

The Group also believes that corporate governance is often
associated with business ethics. In order to ensure the Company'’s
reputation be enhanced by the honest, loyal and ethical behaviours
of its staff, the Group has formulated a formal staff code and
whistleblowing policy. Furthermore, the Group has from time to
time arranged different levels of staff, ranging from top
management to front-line staff, to participate in a series of business
ethics seminars conducted by the independent commission against
corruption, reputed lecturers or internal audit functions of the
Company and the Group in order to enhance the staff's recognition
and commitment to the staff code.

Management has also conducted annual self-check to see whether
the rules and guidelines specified in the staff code have been
properly adhered to, and the respective written declarations have
been documented and reported to the Audit Committee.

Control activities

In the Group's core integrated logistics freight services business
units, control activities have been built on regular top-level reviews,
segregation of duties and physical controls. Currently, the key
features of the internal controls system include:

o the design of an organisational structure with defined lines of
responsibility and delegation of authority;

o the setup and adherence of authorisation and approval limits
of the Company and each business unit;

o the establishment of policies and procedures to support
deployment of management’s directives; and

] the systems and procedures to identify and mitigate risks on
an ongoing basis.
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Major operational risk factors and measures

The Group seeks to have risk management features embedded in
the day-to-day operations. At the beginning of each year, the
Group conducts a risk assessment on the existing or potential risks
that may impact the achievement of business objectives over the
course of business operation. The assessment includes potential
likelihood and impact of the identified risks. For the risks identified,
the Group determines the action plans and management targets.
The management of each business unit of the Group is responsible
for managing their respective day-to-day operating risks, and
implementing measures to mitigate such risks.

Company affairs department monitors the implementation of risk
management, and continuously reviews and assesses the efficiency
and adequacy of action plans on regular basis. Such assessment
results will be regularly communicated and reported to the Legal
Compliance Committee and the Board.

During the Year, the Legal Compliance Committee and the Board
were not aware of unexpected adverse changes that were
significant to the risks related to the Group's businesses.

Internal Control

The Board recognises the overall responsibility for the
establishment, maintenance, and review of an internal control
system that provides reasonable assurance of the reliability and
integrity of financial and operational information, effectiveness and
efficiency of operations, the safeguarding of assets and the
compliance with laws and regulations. This system of internal
control is designed to manage rather than eliminate all risks of
failure where its goal is to provide reasonable but not absolute
assurance regarding the achievement of organisational objectives.

The Company does not have an internal audit function and has
engaged Da Hua Certified Public Accountants to perform the
review on the internal control system of the Group, including
financial, operational and compliance controls and risk
management functions for the Year.

The Audit Committee comprising three independent non-executive
Directors, which will retain overall responsibility for the internal
control matters of the Group and has oversight of the Legal
Compliance Committee, will assess the robustness of our regulatory
compliance procedures and system reviewed by the Legal
Compliance Committee to ensure, among other things, that the
Group fully complies with all applicable laws and regulations
relevant to our operations. In addition, the Audit Committee will
make recommendations to the Board for the improvement of our
regulatory compliance procedures and system as is necessary and
report to the Board immediately if there is any potential or actual
non-compliance identified by the Legal Compliance Committee.
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The Board conducted a review of the internal control system of the
Group for the Year. Having reviewed the effectiveness of the
Group's internal control system through the Audit Committee, the
Legal Compliance Committee and the external auditor, which
covers all material controls, including financial, operational and
compliance control and risk management functions, the Board is
satisfied that such system is effective and adequate.

COMPANY SECRETARY

The company secretary plays an important role in supporting the
Board by ensuring good information flow within the Board and the
Board committees; and disseminating the decisions/policies made
by the Board/Board committees to relevant departments/staff for
follow up/implementation, and ensuring that the Board policies
and procedures are followed by business units, various departments
and employees of the Group. The company secretary is also
responsible for ensuring that the relevant rules and regulations
issued by the regulatory authorities as well as the Articles are
complied with. The company secretary assists the chairman and the
Board in implementing and strengthening corporate governance
practices and processes of the Company. The company secretary
also attends and ensures that all Board and Board committees
meetings are properly convened, and that accurate and proper
record of the proceeding and resolutions passed are taken and
maintained. The company secretary assists the chairman of the
Board in ensuring efficient flow of information from the Board or
the Board committees to management for action. The Board
approves the selection, appointment or dismissal of the company
secretary. The company secretary reports to the chairman of the
Board and/or the chief executive of the Company. All Directors
have direct access to the advice and services of the company
secretary.

As at the end of 31 December 2016, Ms. Xu Jing is the company
secretary and employee of the Company. During the Year, Ms. Xu
Jing has taken not less than 15 hours of relevant professional
training.
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SHAREHOLDERS' RIGHTS

Convening extraordinary general meeting and putting
forward proposals at shareholders’ meetings

Pursuant to the Articles, shareholders are requested to follow
article 58 of the Articles to propose new resolutions at the general
meetings. Pursuant to article 58 of the Articles, general meetings
shall be convened by any one or more members 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 to the Board or the secretary of the Company,
to require an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2) months
after the deposit of such requisition. If within twenty one (21) days
of such deposit the Board fails to proceed to convene such meeting
the requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Detailed procedures for our shareholders to propose a person for
election as a Director are available on the Company’s website.

Shareholders’ enquiries

Shareholders may send their enquiries and concerns to the Board
of the Company by addressing them to the principal place of
business of the Company in Hong Kong at Unit 1009, Exchange
Tower, 33 Wang Chiu Road, Kowloon Bay, Kowloon, Hong Kong by
post for the attention of the secretary of the Company.

INVESTOR RELATIONS AND
COMMUNICATIONS

The Company believes that effective communication with our
shareholders is essential for ensuring that they are provided with
timely access to important information about the Company,
including its financial performance, strategic goals and plans,
material developments, governance and risk profile, in order to
enable them to exercise their rights in an informed manner.
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CORPORATE GOVERNANCE REPORT
EEERRE

General meetings of the Company provide the best opportunity for
exchange of views between the Board and our shareholders by
maintaining an on-going dialogue with our shareholders.

o Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote for and on
their behalf if they are unable to attend.

J The process of general meetings will be monitored and
reviewed by the Board on a continuous and regular basis to
ensure that shareholders’ needs are best served, and if
necessary, changes will be made to safeguard shareholders’
interests.

o The chairman of the Board as well as the chairmen of the
Audit Committee, the Remuneration Committee and the
Nomination Committee or, in their absence, other members
of the respective committees will attend general meetings to
answer shareholders’ questions. The chairman of the
independent board committee or, in his absence, other
members of the independent board committee, will also be
available to answer shareholders’ questions at general
meetings convened for the approval of connected
transactions or any other transactions that are subject to
independent shareholders’ approval.

o The Board will ensure appropriate arrangement is in place to
encourage shareholders’ participation in general meetings.

In an effort to enhance communications with shareholders and
investors, the Company maintains a website (www.dfport.com.hk)
to disseminate information relating to the Company’s information
such as announcements, circulars, financial statements and notices
of general meetings. The Company regards the AGM as an
important event as it provides direct communication between the
Board and its shareholders. All shareholders of the Company are
given at least a minimum of 20 clear business days notice of the
date and venue of the AGM at which time the Directors and
committee members are available to answer questions on the
business.

SIGNIFICANT CHANGES IN CONSTITUTIONAL
DOCUMENT

During the Year, there had been no change in the Company's
constitutional document.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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INDEPENDENT AUDITOR'’S REPORT

BB

MAZARS

To the shareholders of
Dafeng Port Heshun Technology Company Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Dafeng
Port Heshun Technology Company Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 60 to 163,
which comprise the consolidated statement of financial position as
at 31 December 2016, and 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 financial position of the Group as at 31
December 2016 and of its financial performance and 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 (the “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 "Auditor’s
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.

HAREBMIER BN BR QA
(RASEEEMAIZZERRE)
B AR

=z
=

EECERANFOE163EKNEEMIERFAK
DARAR(TERA]) REMBAR (M EE
B Z2HEEMBHRER  EREBER_T—XRF
T-A=+TAZEAMBRRARUARBEZA
LTFEZGEEHARER  FEERB2HR LR
BHRENER  UNEAWBHRRME  B8FE
ZEBRME -

EERR HRAPMBRREBEETEGIHNAE
Mz BAMBRELENEEMAFioRKR &
SER-_ZT—RE+-A=+T—HZHBRRIKR
BEZALFEZMBERARRERE  YBE
REBRAGII 2 BBEREZ RRE -

RRER

EERBEBFBGAMAGHEMZBBRERE
TESZ HRFEUT  BEFZETEESFTZH
SR &EHEIRF A B HREBEAEZEL]
—fE— SR - RIFFB SIS Z [HFRE
XestenEETRl (T7R)) > BEF/IN %
= - W ERETAETEMEREE - BFMRIE
EEMEGZEZBRERARMEEMAES

EZE RRMLEE -

ERMENERHERAR
2016 F 3R



INDEPENDENT AUDITOR’S REPORT

B BRI S

KEY AUDIT MATTERS

FREETER

Key audit matters are those matters that, in our professional RIEEZZEZEXHE  BHREZZTEATEERZ
judgement, were of most significance in our audit of the RAHMZGANERETSEE EH - B
consolidated financial statements for the current period. These HEHFEZEATBEHRRLRILERERFEEILE
matters were addressed in the context of our audit of the FHIE G MIAEMHEFHEERFEELRER -
consolidated financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on

these matters.

Key Audit Matter

How our audit addressed the Key Audit Matter

HMRETER

Acquisitions of two subsidiaries and impairment
assessment on goodwill

Wi T 1 /BB 2 B R 5 2 B (B A 1y

Refer to notes 16 and 34 to the consolidated
financial statements

DR AR Z M T 16 % 34

During the year, the Group acquired the entire
equity interests in two subsidiaries and
recognised goodwill of HK$14,844,000.

RAFE > BEEENEREHRERR 2K
1 - WHERHE 14,844,0008 7T °

The accounting for these acquisitions required a
significant amount of estimation, including the
measurement of the acquisition-date values
of the identifiable assets acquired and the
liabilities assumed.

ZEWBERZEAREBSRAEMG BT
EMREBR BRI EEMIAEEERKEE B
ZfEE-

Management performed annual impairment test
on goodwill. The goodwill was allocated to
related cash generating unit (“CGU"), and the
recoverable amount of CGU was determined
by management based on value-in-use
calculation using cash flow projection. The
calculations involved significant judgement
and estimations, such as forecast cash flows,
discount rates and growth rates, and the
identification of related CGUs.

EEESFHREBETRENS BEBEIEKE
HERCELEN - MBESEEEM 2 FJE
THATEEEARERERAREERER
SHEEE o RS REARAE RAE - IR
Rene MAEREERXNAWURESELS
7z 5! -
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REFTEEBEENSHEZILE

Our key procedures in relation to the accounting for

acquisitions included:

EERBBERz e REETZ IERFERE

Inspecting the sale and purchase agreements to
understand the terms of acquisitions;

EREEWHENATRBBSEZ G

Checking calculations and testing the valuation of and
accounting for consideration payable;

BHENREZFE  WAHEGERSHREETX

Assessing the identification of the assets acquired and

liabilities assumed and challenging the reasonableness

of the assumptions made in the acquisition-date

valuation of the assets and liabilities;

FHERKRBE BRRIMKEBEERAIAEAGZ A
VAR EFEERBENKREE A 2 HEMERER

Eéﬁv

Reconciling input data to supporting evidence, such as
approved budgets and considering the reasonableness
of the budgets; and
B ABURRE X REETHER  WAHERE ¥ E
BHEEREAE &k

Reviewing the accounting for acquisitions and respective
disclosures made in the consolidated financial
statements.
BAWBEEZ @A RE NGRSV BRRIEL ZHH
BE -



INDEPENDENT AUDITOR’S REPORT
B REETRE

KEY AUDIT MATTERS (Continued)

Key Audit Matter

BRREETTEE®)

How our audit addressed the Key Audit Matter

MREITER

REFTEEBARENBEHEZILE

Our key procedures in relation to the recoverability
assessment of goodwill included:

B ERE KL NET I ERREFEE

— Assessing the identification of CGU based on the
Group's accounting policies and our understanding of
the Group's business;

— RE ESESHERRLEFYH BESREXKZTHF
RS ELBEMZBRNTE

—  Assessing the value-in-use calculation methodology;

— HMEEREESETE

—  Assessing the reasonableness of key assumptions based
on our knowledge and understanding of the business

and market;
— RETEHEBEMESZASETHIAGHZIEREES
A1

—  Verifying the mathematical accuracy of the cash flow
model used; and

— ERFRAReRERA 2 EMERE &

— Reconciling input data to supporting evidence, such as
approved budgets and considering the reasonableness
of the budgets.

— BRABBEISEREETHR  NAHAERE  IE
BREEESARE -

BRAENERHERAE
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INDEPENDENT AUDITOR’S REPORT

B BRI S

KEY AUDIT MATTERS (Continued)

Key Audit Matter

BARETTEE#®)

How our audit addressed the Key Audit Matter

HMRETER

Impairment of property, plant and equipment

WX - BERREZHEE

Refer to note 15 to the consolidated financial
statements

BRRAE R AN 15

Certain property, plant and equipment as
disclosed in note 15 to the consolidated
financial statements were tested for
impairment because impairment indications
were identified.

FEMBHREAMTISEEZETYE  BE KR
BHETRENR  RERERBETR -

The impairment test of property, plant and
equipment required significant judgement
and estimations, in particular future cash flows
forecast, future growth rates, the discount
rates applied and the determination of the
level at which impairment should be tested.

M - BE M REZRERF Y M E XA E
it LERARRBERETAN  RAERE
AR R RETRETRENR ZER -

An impairment loss of HK$3,084,000 was
recognised during the year ended 31
December 2016.

REZEZTE—R"FT_A=1T—"RHIEFERRZ
BB 518 & 3,084,000 8 7T °
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REFTEEBRRENSEZILE

Our key procedures included:

BEZEERFBE:

Reviewing the management’'s assessment of the
indicators of impairment;

EHEEELREDNR 27

Assessing the appropriateness of using value-in-use
methodology in estimating the recoverable amounts of
those assets;

FHER A REFEEZ TRO e R EREREET A

EhAE

Verifying the mathematical accuracy of the cash flow
model used;

SAAREREEN 2 EMEREN

Challenging the reasonableness of key assumptions
based on our knowledge of industry and market; and
REESFHTERTSZARTHIERREEARE
i~

Reconciling input data to supporting evidence, such as
operational plans and approved budgets and
considering the reasonableness and feasibility of such
plans and budgets.

R ABEEFRELETYHER  WEEE REIE
BE  UEEZFAINBRERESENAITT

o
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KEY AUDIT MATTERS (Continued) BAREITEE )

Key Audit Matter How our audit addressed the Key Audit Matter

MRETER REFTEEBRENSEZILE

Impairment of trade and bills receivables

EZEUF AR EREREZHE

Refer to note 22 to the consolidated financial
statements

BRI B S IRER M T 22

The carrying amounts of the Group's trade and Our key procedures included:
bills receivables amounted to HK$224,946,000 EEZFERFEE
as at 31 December 2016.
ESEESRURAEREREER-_Z—RF —  Discussing with the management the Group's credit risk
TZA=+—HZERHEER224,946,000/8 7T ° policy and credit terms granted to the customers;
— HERENHR EEEZGEERBBERAEFPRLZ
The assessment of recoverability of these EEH
receivables involved significant judgement
and estimations, including identifying —  Evaluating the management’s recoverability assessment
evidence of impairment, assessment on of trade receivables; and
creditworthiness of customers, past — RIREREHESRKFIARIRE N 2 FHE &
repayment records and subsequent
settlement status after the end of the — Challenging the critical judgement made by the
reporting period. management regarding the factors considered during
ST 2% S e U SR IE 2 AT UR BB 1 o B oK B K2 the recoverability assessment.
b5 BREBMRBESRE FEEFPEE B — AIRERERAKLEHFETAERREFELZERXR
FEAECE MR E BRIE 2 HIZBEMRR - HEF o
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INDEPENDENT AUDITOR'’S REPORT
BYZHERE

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information in the
Company’'s 2016 annual report but does not include the
consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information, and,
in doing so, consider whether 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 DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company 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.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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INDEPENDENT AUDITOR'’S REPORT

BB

AUDITOR'S 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 auditor’s report that includes our opinion. This report is made
solely to you, as a body, 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.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

J 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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 auditor’s 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 auditor’s 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 those charged with governance 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.

We also provide those charged with governance 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, related safeguards.

Dafeng Port Heshun Technology Company Limited
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with those charged with
governance, 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 auditor’s report unless law and
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.

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 24 March 2017

The engagement director on the audit resulting in this independent
auditor’s report is:

Fung Shiu Hang

Practising Certificate number: P04793

BRHMHREA RS M BRRAEZ
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

mETHERRRK
Year ended 31 December 2016 HE T — X "F+_A=+—HILFE
2016 2015
—E—XE —ZE—AhF
HK$'000 HK$'000
THERT THBT
Revenue Uk %% 6 563,708 260,395
Cost of sales $HEE Ak AN (524,630) (222,339)
Gross profit E7 39,078 38,056
Other income HAb YA 7 10,367 13,284
Administrative expenses THFX (79,070) (78,827)
Finance costs BEKA 8 (2,230) (469)
Share of results of associates iy NG E 3 (667) (2,415)
Loss before taxation MRBLATE 18 9 (32,522) (30,371)
Taxation E 11 (4,572) (202)
Loss for the year FREE (37,094) (31.273)
Other comprehensive loss Hib2HER
ltem that may be reclassified to profit ~ RJRER{E1& HA T #T
or loss in subsequent periods: PEEERCIER
Exchange difference arising from BMEBINEREL
translation of foreign operations 2T AR (4,025) (469)
Total comprehensive loss for the year FR2HEEEELE (41,119) (31,742)
Loss attributable to: UTATEEER :
Equity holders of the Company RRATHERFEE A (36,959) (24,108)
Non-controlling interests IRt (135) (7,165)
(37,094) (31,273)
Total comprehensive loss attributable  BLF A (G 2 HEEE
to: BE
Equity holders of the Company RATERFFE A (40,984) (24,577)
Non-controlling interests FEIE AR A 2 (135) (7,165)
(41,119) (31,742)
Loss per share attributable to equity ~ AN Al FE AEML
holders of the Company BRER
Basic and diluted HAR R 13 (3.03) HK cents #{ll  (2.15) HK cents /Al

Dafeng Port Heshun Technology Company Limited

m Annual Report 2016



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e UBMRAE

At 31 December 2016 R=-Z— X F+_-_A=+—H

2016 2015
—EB-KF

—E—hF

HK$'000 HK$'000

FET

T

Non-current assets FREEE
Property, plant and equipment ME - R NMERE 15 144,770 13,408
Goodwill EES 16 14,844 -
Prepaid lease payments TENHEENK 17 42,176 -
Prepayments for purchase of property, plant BEYE  BWENERE
and equipment Z TR FRIE 18 8,372 -
Pledged deposit for finance lease arrangement Bt & EZHE 2
[REGECEERN 4,236 -
Interests in associates i /N o 19 6,744 8,728
221,142 22,136
Current assets RENEE
Available-for-sale financial assets A ESREE 20 8,806 -
Prepaid lease payments FERAE K 17 970 -
Inventories FE 21 43 -
Trade and other receivables B 5 &AM W GRIE 22 330,098 61,452
Pledged bank deposits BIRIRIRITER 23(a) 1,270 3,150
Bank balances and cash RITHEBMIRS 23 36,070 73,579
377,257 138,181
Assets classified as held for sale DEEAFIEHEEE 35 149 -
377,406 138,181
Current liabilities RENEE
Trade and other payables B 5 RHEMENFRIE 24 366,975 47,911
Current portion of interest-bearing borrowings 5+ 8 EE Z BNHIEE 5 25 18,159 2,834
Taxation A 3,868 2,150
389,002 52,895

ERMENEROERAE
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
mEMBRRE

At 31 December 2016 R-Z—F+_A=+—H

2016 2015
—E—XE —E-hF
HK$'000 HK$'000
THET FET
Net current (liabilities) assets ERE(EB)EE (11,596) 85,286
Total assets less current liabilities WEERRBEES 209,546 107,422
Non-current liabilities FRBEE
Non-current portion of interest-bearing STEEE ZIERNEAE Y
borrowings 25 42,771 2,197
Deferred tax liabilities BREFIEEE 27 3,161 483
45,932 2,680
NET ASSETS REE 163,614 104,742
Capital and reserves EXR#E
Share capital R Ax 28 12,880 11,200
Reserves i 150,534 93,207
Total equity attributable to equity holders RARERER A
of the Company JEh R AR TR 163,414 104,407
Non-controlling interests e 200 335
TOTAL EQUITY A 163,614 104,742

Approved and authorised for issue by the Board of Directors on R ZZE—+HF=A -+ NAKS S ERERE

24 March 2017 and signed on its behalf by: Fig > WHUTATREEE
Ni Xiangrong 15 /&1 8¢ Shum Kan Kim 3t &
Director #F Director #%F

Dafeng Port Heshun Technology Company Limited
Annual Report 2016



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEERgEBHR

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

Attributable to equity holders of the Company
FARBERRARS
(Note 28) (Note 31(a) (Note 31(b)) (Note 31(c) (Note 31(d)) (Note 31(e)) (Note 31(g))
(ME28) (MEE31(a) (MEE310)) (W31 (BEE31() (HIEE31(e) (HAEE31(9))

Share-based Accumulated Non-

Share Share Capital ~ Exchange  Statutory Other  payment profits controlling Total

capital premium reserve reserve reserve reserve reserve (losses) Total interests equity
URGOAER  Ribas

BEA  ROEE EAEE EARRE  iERE  HURE 2OREE (B#8) @y FERER  EREE

HK$'000 HK$:000 HK$:000 HK$'000 HK$'000 HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FTHT TAT T FHT FAT TAT THT AT TAT TAT THL

At 1 January 2015 W_Z-1%
—A—H 11,200 106,171 (7,337) 1,360 170 (6,857) - 24,277 128,984 2,726 131,710
Loss for the year FREE - - - - - - - (24,108) (24,108) (7,165) (31,273)

Other comprehensive ~ E 2 E##H
loss
Exchange difference  HBEENER
arising from translation  EAZEHZH
of foreign operations - - - (469) - - - - (469) - 469)

Total comprehensive ~ 2EFBLHE
loss - - - (469) - - - (24,108) (24,577) (7,165 (31,742

Transaction with owners EEBAZRX S
Changes in ownership BB EEZZ

interests
Release upon BIEER R
derecognition of HEA TR ER
a subsidiary - - - - - - - - - 4,774 4774

At 31 December 2015 R=B-H%

+=B=t-8 11,200 106,171 (7,337) 891 170 (6,857) - 169 104,407 335 104,742
At 1 January 2016 WZ2-R%

-A—A 11,200 106,171 (7,337) 891 170 (6,857) - 169 104,407 335 104,742
Loss for the year FEREFE - - - - - - - (36,959) (36,959) (135) (37,094)

Other comprehensive ~ E 12 E##H
loss
Exchange difference B EREL
arising from translation 2 EH £ 5
of foreign operations - - = (4,025) - - - - (4,025) - (4,025)

Total comprehensive ~ 2EFEAE
loss - - - (4,025) - - - (36,959) (40,984) (135) (41,119)

Transaction with owners BHEEAZR S
Contributions and HERAE

distributions
Placing of shares on RZZ-—~F

30 May 2016 RA=tH

BERH 1,680 95,760 - - - - - - 97,440 - 97,440

Share placement RIZ-RE

expenses on RA=THZ

30 May 2016 RIARENR - (512 - g - - - - (12 - i
Share-based payment MR BER 2

(note 30 3R (i 30) - - s - - - 08 - 30 o el
Appropriation to PREEEREE

statutory reserve - - = = 133 = - (133) - - -

Total transaction with BB AZ
owners RRAE 1,680 95,248 - - 133 - 3,063 (133) 99,991 - 99,991

At 31 December 2016 J& F
+-8 12,880 201,419 (7,337) (3,134) 303 (6,857) 3,063 (36,923 163,414 200 163,614

BRAENERHERAE
2016 3



CONSOLIDATED STATEMENT OF CASH FLOWS

RERERER

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

2016 2015
ZE-RE —ET-hF
Note HK$'000 HK$'000
Lz FET T
OPERATING ACTIVITIES REEE
Cash used in operations KEEETARS 32 (75,513) (12,464)
Interest paid EASHLE (2,230) (469)
Tax paid EATHIE (2,273) (713)
Net cash used in operating activities REFHARSFE (80,016) (13,646)
INVESTING ACTIVITIES REED
Proceeds from disposals of property, plant HEME  BEK&HE
and equipment 2 P1S3RIE 6,501 5,540
Consideration received for assets classified DERFBIEHEEEZ
as held for sale BWARE 35 2,600 -
Net cash outflow on acquisition of subsidiaries ~ WEMIE AR 2 H &
MR 34 (66,265) -
Interest received EHFE 303 310
Decrease/(Increase) in pledged bank deposits 2 #EIEITIER
m () 1,880 (2,995)
Purchase of property, plant and equipment BEYE  BER&E (4,458) (2,326)
Net cash outflow on derecognition BEER— N E AR
of a subsidiary LB e T = 413)
Investment in available-for-sale financial assets RA{EHESRIEEZ
"E 20 (8,806) -
New loan advanced to a third party MEZFREZHER (10,941) -
Proceeds from disposal of an associate HE—fHEBERRZ
PSR 47 500
Net cash (used in)/generated from investing BRESEE (FTR) i
activities Re 38 (79,139) 616
FINANCING ACTIVITIES BMEEE
New loan from a third party REE=FZFIEEH 24 37,400 -
Proceeds from placing of new shares B E D TS E 28 97,440 -
Payment of share placement expenses AR B B SX 28 (512) -
Repayment of obligations under finance leases 1% B & & A& (10,197) (1,640)
Repayment of bank borrowings BERITEE (1,166) -
Repayment of loan from a third party BERBE=ZFZEX (1,000) (4,500)
Dividend received from associates WE B Ht ATz R E 300 450
Net cash generated from/(used in) financing ~ BE EBFTS, (FrH)
activities REFHE 122,265 (5,690)

Dafeng Port Heshun Technology Company Limited
Annual Report 2016



CONSOLIDATED STATEMENT OF CASH FLOWS
mERERER

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

2016 2015
ZE-RE —ThfF
HK$’'000 HK$'000
FHERT TR
Net decrease in cash and cash equivalents BERBRESEEY
A R (36,890) (18,720)
Cash and cash equivalents at beginning of year F£#RE&RBESEEY 73,579 92,380
Effect on exchange rate changes EX@FH o8 (619) 81)
Cash and cash equivalents at end of year, FEREERESEEY
represented by bank balances and cash (RITEBRRE
") 23 36,070 73,579
Major non-cash transactions: FEHFRERSH !
Acquisitions of property, plant and equipment iR 15 g & T & L HE R
under finance lease arrangement Yz - B NEE 5,084 1,320
Consideration for disposal of associates R EAth R RIB AR 2
recorded in other receivable HEREARRE = 700
Consideration payable in respect of acquisition  Ft U iE — &M B 2 7]
of a subsidiary etz KB 34(e) 39,509 -

ERMENEROERAE
2016 FE 3R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

1.

CORPORATION INFORMATION

Dafeng Port Heshun Technology Company Limited (the
"Company”) was incorporated in the Cayman lIslands on 13
September 2011 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The
Company's shares are listed on the Growth Enterprise Market
(the "GEM") of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The address of the registered office
of the Company is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands. The
principal place of business is Unit 1009, Exchange Tower, 33
Wang Chiu Road, Kowloon Bay, Kowloon, Hong Kong.

The Company is an investment holding company and the
principal activities of its subsidiaries are detailed in note 14 to
the consolidated financial statements. The Company and its
subsidiaries are herein collectively referred to as the "Group”.
In the opinion of the directors, the immediate and ultimate
holding company of the Company is Dafeng Port Overseas
Investment Holdings Limited (“Dafeng Port Overseas”), which
is incorporated in Hong Kong.

BASIS OF PRESENTATION
Basis of preparation

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"), accounting principles generally accepted in
Hong Kong and the applicable disclosure requirements of the
Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange (the "GEM
Listing Rules”).

All amounts have been rounded to the nearest thousand,
unless otherwise indicated.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

BASIS OF PRESENTATION (Continued)
Basis of preparation (Continued)

These consolidated financial statements have been prepared
on a basis consistent with the accounting policies adopted in
the 2015 consolidated financial statements except for the
adoption of the new/revised HKFRSs that are relevant to the
Group and effective from the current year as detailed in note
3 to the consolidated financial statements. A summary of the
principal accounting policies adopted by the Group is set out
in note 4 to the consolidated financial statements.

Going concern

As at 31 December 2016, the Group had net current liabilities
of HK$11,596,000. The directors believe that the Group will
have sufficient cash resources to satisfy its future working
capital and other financing requirements from its operating
cash flows and available bank financing. Therefore, the
directors consider that it is appropriate to prepare these
consolidated financial statements on a going concern basis.

ADOPTION OF NEW/REVISED HKFRSs

The HKICPA has issued a number of new/revised HKFRSs that
are first effective for the current accounting period of the
Group. Of these, the changes in accounting policy relevant to
the consolidated financial statements are as follows:

Amendments to HKAS 1: Disclosure Initiative

The amendments include changes in the following five areas:
(1) materiality; (2) disaggregation and subtotals; (3) structure
of notes; (4) disclosure of accounting policies; (5) presentation
of items of other comprehensive income arising from
investments accounted for using equity method. It is
considered that these amendments are clarifying
amendments that do not directly affect an entity’s accounting
policies or accounting estimates. The adoption of the
amendments did not have any significant impact on the
consolidated financial statements.

2.

25 EE

mBEYE ()
REGEVBTRR CMBEEEE_T—FF
A MR RN E ST BOR — 2 1R

HEMBHRRMEIMHRANEERBELE
REERERZFZ]EERTBBMB®RE
ERIBRIN c AEBMRA T ESHREME
R A MG MRS

MN-ZT—RFE+-A=+—0 ~x&£EEF
MEAEE11,596,0008 c EERAE A&
E#ERELERSRERFFRITHRE S
TRBEER  ENEAKRLELES RHEM
BEFTRK Bt EERE URFBELCEHR
EREZERAVIERREBRE -

TRANETRTRIEET BB HR

HEEA

BREEFMARCHEMEZERAEEARES
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R - BREGAMBHRRBMIETTBER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

3.

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

Amendments to HKASs 16 and 38: Clarification
of Acceptable Methods of Depreciation and
Amortisation

HKAS 16 and HKAS 38 both establish the principle for the
basis of depreciation and amortisation as being the expected
pattern of consumption of the future economic benefits of an
asset. The amendments to HKAS 16 clarify that the use of
revenue-based methods to calculate the depreciation of an
asset is not appropriate because revenue generated by an
activity that includes the use of an asset generally reflects
factors other than the consumption of the economic benefits
embodied in the asset.

The amendments to HKAS 38 clarify that revenue is generally
presumed to be an inappropriate basis for measuring the
consumption of the economic benefits embodied in an
intangible asset. This presumption, however, can be rebutted
in certain limited circumstances. The adoption of the
amendments did not have any significant impact on the
consolidated financial statements.

Amendments to HKFRS 11: Accounting for
Acquisitions of Interests in Joint Operations

The amendments add new guidance on how to account for
the acquisition of an interest in a joint operation that
constitutes a business. The amendments specify that the
acquirer of an interest in a joint operation in which the activity
constitutes a business, as defined in HKFRS 3, shall apply all
of the principles on business combinations accounting in
HKFRS 3 and other HKFRSs except for those principles that
conflict with the guidance in HKFRS 11. In addition, the
acquirer shall disclose the information required by HKFRS 3
and other HKFRSs in relation to business combinations. The
adoption of the amendments did not have any significant
impact on the consolidated financial statements.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

Annual Improvements Project — 2012-2014
Cycle

The amendments relevant to the Group include the
followings:

(1) HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations: Changes in Methods of
Disposal

These amendments clarify the accounting for a change
in an entity's disposal plan from a plan to sell to a plan
to distribute a dividend in kind to its shareholders (or
vice versa). Such a reclassification shall not be treated as
a change to a plan of sale (or distribution to owners) and
accounted for as such. Consequently, such a change in
classification is considered as a continuation of the
original plan of disposal and the entity will not follow
the accounting for a change to the plan. Besides, to
address the lack of guidance in circumstances when an
asset no longer meets the criteria for held for
distribution to owners, the amendments clarify that an
entity should cease to apply held-for-distribution
accounting in the same way as it ceases to apply the
held-for-sale accounting when the asset no longer
meets the held-for-sale criteria. The adoption of the
amendments did not have any significant impact on the
consolidated financial statements.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

3.

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

Annual Improvements Project — 2012-2014
Cycle (Continued)

)

HKFRS 7 Financial Instruments: Disclosures

HKFRS 7 is updated as follows:
(a)  Servicing contracts

These amendments clarify what kind of servicing
contracts may constitute continuing involvements
for the purposes of applying the disclosure
requirements for transferred financial assets that
are derecognized in their entirety.

(b)  Applicability of the Amendments to HKFRS 7
concerning Offsetting to Condensed Interim
Financial Statements

These amendments also clarify that the additional
disclosure required by the amendments to HKFRS
7 concerning offsetting is not specifically required
for all interim periods.

The adoption of the amendments did not have any
significant impact on the consolidated financial
statements.

HKAS 19 Employee Benefits: Discount Rate —
Regional Market Issue

The amendment clarifies that the depth of the market
for high quality corporate bonds used to determine the
discount rate for post-employment benefit obligations
should be assessed at a currency level and not at
country level. The adoption of the amendment did not
have any significant impact on the consolidated financial
statements.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
Basis of measurement

The measurement basis used in the preparation of these
consolidated financial statements is historical costs.

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries as at 31
December each year. The financial statements of the
subsidiaries are prepared for the same reporting year as that
of the Company using consistent accounting policies.

All intra-group balances, transactions, income and expenses
and profits and losses resulting from intra-group transactions
are eliminated in full. The results of subsidiaries are
consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceases.

Non-controlling interests are presented, separately from
owners of the Company, in the consolidated statement of
comprehensive income and within equity in the consolidated
statement of financial position. The non-controlling interests
in the acquiree, that are present ownership interests and
entitle their holders to a proportionate share of the acquiree’s
net assets in event of liquidation, are measured initially either
at fair value or at the present ownership instruments’
proportionate share in the recognised amounts of the
acquiree’s identifiable net assets. This choice of measurement
basis is made on an acquisition-by-acquisition basis. Other
types of non-controlling interests are initially measured at fair
value, unless another measurement basis is required by
HKFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)
Allocation of total comprehensive income

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income is
attributed to the owners of the Company and the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

Changes in ownership interest

Changes in the Group's ownership interest in a subsidiary that
do not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes
in their relative interests in the subsidiary. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to the
owners of the Company.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and
the fair value of any retained interest determined at the date
when control is lost and (i) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests at the date when control is lost. The
amounts previously recognised in other comprehensive
income in relation to the disposed subsidiary are accounted
for on the same basis as would be required if the Company
had directly disposed of the related assets or liabilities. Any
investment retained in the former subsidiary and any amounts
owed by or to the former subsidiary are accounted for as a
financial asset, associate, joint venture or others as
appropriate from the date when control is lost.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Subsidiaries

A subsidiary is an entity that is controlled by the Group. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the
entity. The Group reassesses whether it controls an investee if
facts and circumstances indicate that there are changes to
one or more of the elements of control.

In the Company'’s statement of financial position, which is
presented in note 39 to the consolidated financial statements,
an investment in subsidiaries is stated at cost less impairment
loss. The carrying amount of the investment is reduced to its
recoverable amount on an individual basis, if it is higher than
the recoverable amount. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control of those policies.

The Group's investment in associate is accounted for under
the equity method of accounting, except when the investment
or a portion thereof is classified as held for sale. Under the
equity method, the investment is initially recorded at cost and
adjusted thereafter for the post-acquisition changes in the
Group's share of the investee’s net assets and any impairment
loss relating to the investment. Except to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of the investee, the Group discontinues
recognising its share of further losses when the Group's share
of losses of the investee equals or exceeds the carrying
amount of its interest in the investee, which includes any long
term interests that, in substance, form part of the Group's net
investment in the investee.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Associates (Continued)

Goodwill arising on an acquisition of an associate is measured
as the excess of the cost of investment over the Group's share
of the net fair value of the identifiable assets and liabilities of
the acquired associate. Such goodwill is included in interests
in associates. On the other hand, any excess of the Group's
share of its net fair value of identifiable assets and liabilities
over the cost of investment is recognised immediately in
profit or loss as an income.

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

Goodwill

Goodwill arising on an acquisition of a subsidiary is measured
at the excess of the consideration transferred, the amount of
any non-controlling interest in the acquiree and the fair value
of any previously held equity interest in the acquiree over the
acquisition date amounts of the identifiable assets acquired
and the liabilities assumed of the acquired business.

Goodwill on acquisition of business is recognised as a
separate asset and is carried at cost less accumulated
impairment losses, which is tested for impairment annually or
more frequently if events or changes in circumstances indicate
that the carrying value may be impaired. For the purpose of
impairment test and determination of gain or loss on disposal,
goodwill is allocated to cash-generating units. An impairment
loss on goodwill is not reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

On the other hand, any excess of the acquisition date
amounts of identifiable assets acquired and the liabilities
assumed of the acquired business over the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree, if any, after
reassessment, is recognised immediately in profit or loss as
an income from bargain purchase.

Non-current assets held for sale

Non-current assets are classified as held for sale if their
carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition
is regarded as met only when the sale is highly probable and
the asset is available for immediate sale in its present
condition. Management must be committed to the sale,
which should be expected to qualify for recognition as a
completed sale within one year from the date of classification.
Non-current assets classified as held for sale are measured at
the lower of their previous carrying amount and fair value less
costs to sell.

Prepaid lease payments

Prepaid lease payments are up-front payments to acquire
fixed term interests in lessee-occupied land that are classified
as operating leases. The premiums are stated at cost less
accumulated amortisation and impairment losses and are
amortised over the period of the lease on a straight-line basis
to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and accumulated impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its
working condition and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to profit or loss in the
period in which it is incurred. In situations where it can be
clearly demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to be
obtained from the use of an item of property, plant and
equipment, and where the cost of the item can be measured
reliably, the expenditure is capitalised as an additional cost of
the asset or as a replacement.

The Group has entered into Usage Priority Agreements for
the preferential use of certain vessels with the legal owners
with an aggregate consideration of approximately HK$4.3
million. According to the Usage Priority Agreements, the legal
owners and the Group mutually agreed the following key
terms:

— the Group has the exclusive preferential right to use
these vessels;

—  the Group has the preferential right to acquire the
interest or obtain the sales proceeds of disposal (pre-
approval by the Group in advance) of these vessels; and

— any transfer, leasing, written-off or pledge of these
vessels has to be approved by the Group in advance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

In accordance with HKAS 16 Property, Plant and Equipment
("HKAS 16"), the cost of an item of property, plant and
equipment shall be recognised as an asset if it is probable
that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured
reliably. With reference to the terms of the Usage Priority
Agreements, the cost of these vessels can be measured
reliably. In addition, the Group can demonstrate the ability to
control these vessels as the use, disposal, transfer, leasing,
written-off or pledge of these vessels has to be pre-approved
by the Group. Moreover, the Group can obtain future
economic benefits associated with these vessels by exercising
the exclusive preferential right to use the vessels to provide
logistic services to the customers or obtain the sales proceeds
on disposal of these vessels.

Therefore, management considered that the Group has
controlled these vessels and the future economic benefits
associated with these two vessels are expected to flow to the
Group. Accordingly the aggregate costs and aggregate net
book value of these vessels of HK$4.3 million and HK$0.2
million as at 31 December 2016 have been recorded under
property, plant and equipment respectively.

In accordance with HKAS 38 Intangible Assets ("HKAS 38"),
some intangible assets may be contained in or on a physical
substance. In determining whether an asset that incorporates
both intangible and tangible elements should be treated
under HKAS 16 or as an intangible asset under HKAS 38, the
entity uses judgement to assess which element is more
significant.

The management of the Group, based on the terms set out in
the Usage Priority Agreements, considered that in substance
the Group is able to exercise effective control over the
"usage” of these vessels as if it were the owner throughout
the period covered by the Usage Priority Agreements.
Accordingly, the vessels are recorded by the Group under
HKAS 16.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Depreciation is provided to write off the cost less
accumulated impairment losses of property, plant and
equipment, other than construction in progress, over their
estimated useful lives from the date on which they are
available for use and after taking into account of their
estimated residual values, using the straight-line method, at
the following rates per annum:

3'/,%-10%
31/3%-10%
Over the unexpired

Buildings

Storage facilities

Leasehold improvements
term of lease

Furniture, fixtures and equipment 20%
Motor vehicles 20%-25%
Computer equipment 20%
Containers 20%
Feeder vessels and barges 8'/:%

Assets held under finance leases are depreciated over the
shorter of their expected useful lives or the terms of the
leases.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset calculated
as the difference between the net disposal proceeds and the
carrying amount of the item is included in profit or loss in the
year in which the item is derecognised.

Construction in progress

Construction in progress includes property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is stated at
cost less accumulated impairment losses. Cost includes all
construction expenditure and other direct costs, including
interest costs, attributable to such projects. Costs on
completed construction works are transferred to the
appropriate asset category. No depreciation is provided in
respect of construction in progress until it is completed and
ready for its intended use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impairment of other assets, other than goodwill

At the end of each reporting period, the Group reviews
internal and external sources of information to assess whether
the carrying amounts of its property, plant and equipment
and prepaid lease payments have suffered an impairment loss
or impairment loss previously recognised no longer exists or
may be reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of its
fair value less costs of disposal and value in use. Where it is
not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the smallest group of assets that generates cash flows
independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. Impairment losses are
recognised as an expense immediately.

A reversal of impairment losses is limited to the carrying
amount of the asset or cash-generating unit that would have
been determined had no impairment loss been recognised in
prior years. Reversal of impairment losses is recognised as
income immediately.

Financial instruments
Recognition and derecognition

Financial assets and financial liabilities are recognised when
the Group becomes a party to the contractual provisions of
the instruments and on a trade date basis.

A financial asset is derecognised when and only when (i) the
Group's contractual rights to future cash flows from the
financial asset expire or (ii) the Group transfers the financial
asset and either (a) it transfers substantially all the risks and
rewards of ownership of the financial asset, or (b) it neither
transfers nor retains substantially all the risks and rewards of
ownership of the financial asset but it does not retain control
of the financial asset.

A financial liability is derecognised when and only when the
liability is extinguished, that is, when the obligation specified
in the relevant contract is discharged, cancelled or expires.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Classification and measurement

Financial assets or financial liabilities are initially recognised at
their fair value plus, in the case of financial assets or financial
liabilities not carried at fair value through profit or loss,
transaction costs that are directly attributable to the
acquisition or issue of the financial assets or financial
liabilities.

Loans and receivables

Loans and receivables including trade and other receivables,
pledged bank deposits and cash and bank balances are non-
derivative financial assets with fixed or determinable
payments that are not quoted in an active market and are not
held for trading. They are measured at amortised cost using
the effective interest method, except where receivables are
interest-free loans and without any fixed repayment term or
the effect of discounting would be insignificant. In such case,
the receivables are stated at cost less impairment loss.
Amortised cost is calculated by taking into account any
discount or premium on acquisition, over the year to maturity.
Gains and losses arising from derecognition, impairment or
through the amortisation process are recognised in profit or
loss.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets that are either designated at this category or not
classified in any of the other categories of financial assets.
They are measured at fair value with changes in value
recognised as a separate component of equity until the assets
are sold, collected or otherwise disposed of, or until the
assets are determined to be impaired, at which time the
cumulative gain or loss previously reported in other
comprehensive income shall be reclassified to profit or loss as
a reclassification adjustment.

Available-for-sale financial assets that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured are stated at cost less impairment loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities

The Group's financial liabilities include trade and other
payables and interest-bearing borrowings. All financial
liabilities except for derivatives are recognised initially at their
fair value and subsequently measured at amortised cost,
using effective interest method, unless the effect of
discounting would be insignificant, in which case they are
stated at cost.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer of the contract to make specified payments to
reimburse the holder of the contract for a loss the holder
incurs because a specified debtor fails to make payment
when due in accordance with the terms of a debt instrument.
Financial guarantee contract is initially recognised as deferred
income within trade and other payables at fair value (being
the transaction price, unless the fair value can otherwise be
reliably estimated). Subsequently, it is measured at the higher
of (i) the amount initially recognised, less accumulated
amortisation, and (ii) the amount of the provision, if any, that
is required to settle the commitment at the end of the
reporting period.

Impairment of financial assets

At the end of each reporting period, the Group assesses
whether there is objective evidence that financial assets are
impaired. The impairment loss of financial assets carried at
amortised cost is measured as the difference between the
assets’ carrying amount and the present value of estimated
future cash flows discounted at the financial assets’ original
effective interest rate.

Such impairment loss is reversed in subsequent periods
through profit or loss when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a
restriction that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

When an available-for-sale financial asset is impaired, a
cumulative loss comprising the difference between its
acquisition cost (net of any principal repayment and
amortisation) and current fair value, less any previously
recognised impairment loss in profit or loss, is reclassified
from equity to profit or loss as a reclassification adjustment.
Impairment losses recognised in profit or loss in respect of
available-for-sale equity instrument are not reversed through
profit or loss. Any subsequent increase in fair value of
available-for-sale equity instrument after recognition of
impairment loss is recognised in equity. Reversal of
impairment loss of available-for-sale debt instruments are
reversed through profit or loss, if the increase in fair value of
the instrument can be objectively related to an event
occurring after the impairment loss was recognised in profit
or loss.

For an available-for-sale financial asset that is carried at cost,
the amount of impairment loss is measured as the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows discounted at
the current market rate of return for a similar financial asset.
Such impairment loss shall not be reversed.

Cash equivalents

For the purpose of the consolidated statement of cash flows,
cash equivalents represent short-term highly liquid
investments which are readily convertible into known amounts
of cash and which are subject to an insignificant risk of change
in value, net of bank overdrafts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably and on the
following bases:

Revenues from ocean freight and land transportation services
are recognised at the date of departure.

Revenues from container terminal operations are recognised
when the services are rendered and the vessel leaves the
berth.

Revenues from ocean and air freight forwarding business are
recognised at the date of departure for outward freights and
the time of transfer of goods to the customers at the
designated location for inward freights.

The percentage of completion for revenue recognition is not
applicable because the integrated logistics services provided
by the Group can be completed in a short period of time.
Financially, even if the adoption of percentage of completion
for revenue recognition is possible, it would not have caused
any material difference with the revenue recognition basis
currently adopted by the Group.

Sale of goods is recognised on transfer of risks and rewards of
ownership, which generally coincides with the time when the
goods are delivered and title has been passed.

Petrochemical storage service income is recognised when the
storage services are rendered.

The insurance agency income is recognised when the related
services are rendered.

Income from tractor repair and maintenance is recognised
when the related services are rendered.

Income from provision for fuel cards, net of trade discount, is
recognised on transfer of risks and rewards of ownership,
which generally coincides with the time when the goods are
delivered to customers and the title is passed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Revenues from operational equipment rental are recognised
when the equipment are let out and on the straight-line basis
over the lease term.

Management fee income is recognised when services are
rendered.

Interest income from financial asset is accrued on a time basis
by reference to the principal outstanding and at the effective
interest rate applicable.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, other costs that have been incurred in bringing
the inventories to their present location and condition, is
calculated using the weighted average cost method. Net
realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs necessary
to make the sale.

Foreign currency translation

Items included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in the currency of Hong Kong
dollars, which is the Company’s functional currency.

Foreign currency transactions are translated into the
functional currency of each of the Group’s entities using the
exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Foreign currency translation (Continued)

The results and financial position of all the group entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into the
presentation currency as follows:

— Assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the end of reporting period.

— Income and expenses for each statement of
comprehensive income are translated at average rates.

— All resulting exchange differences arising from the
above translation and exchange differences arising from
a monetary item that forms part of the Group’s net
investment in a foreign operation are recognised as a
separate component of equity.

—  On the disposal of a foreign operation, which includes a
disposal of the Group's entire interest in a foreign
operation, a disposal involving the loss of control over a
subsidiary that includes a foreign operation, or a partial
disposal of an interest in an associate that includes a
foreign operation of which the retained interest is no
longer equity-accounted for, the cumulative amount of
the exchange differences relating to the foreign
operation that is recognised in other comprehensive
income and accumulated in the separate component of
equity is reclassified from equity to profit or loss when
the gain or loss on disposal is recognised.

—  On the partial disposal of the Group’s interest in a
subsidiary that includes a foreign operation which does
not result in the Group losing control over the
subsidiary, the proportionate share of the cumulative
amount of the exchange differences recognised in the
separate component of equity is re-attributed to the
non-controlling interests in that foreign operation and
are not reclassified to profit or loss.

—  On all other partial disposals, which includes partial
disposal of associates that do not result in the Group
losing significant influence, the proportionate share of
the cumulative amount of exchange differences
recognised in the separate component of equity is
reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
over the years necessary to match the grant on a systematic
basis to the costs that it is intended to compensate. Where
the grant relates to an asset, it is recognised as a deduction
from the carrying amount of the relevant asset and is released
to profit or loss over the expected useful life of the relevant
asset in the form of reduced depreciation. Government grants
in the form of a transfer of non-monetary assets are measured
at cost.

Borrowing costs

Borrowing costs incurred, net of any investment income on
the temporary investment of the specific borrowings, that are
directly attributable to the acquisition, construction or
production of qualifying assets, i.e. assets that necessarily
take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use
or sale. All other borrowing costs are recognised as an
expense in the period in which they are incurred.

Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, when it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and when a
reliable estimate of the amount of obligation can be made.
Expenditures for which a provision has been recognised are
charged against the related provision in the year in which the
expenditures are incurred. Provisions are reviewed at the end
of each reporting period and adjusted to reflect the current
best estimate. Where the effect of the time value of money is
material, the amount provided is the present value of the
expenditures expected to be required to settle the
obligation. Where the Group expects a provision to be
reimbursed, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Share capital
Ordinary shares are classified as equity.
Leases

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

As lessee

Assets held under finance leases are recognised as assets of
the Group at the lower of the fair value of the leased assets
and the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the
consolidated statement of financial position as finance lease
obligation. Finance charges, which represent the difference
between the total leasing commitments and the fair value of
the assets acquired, are charged to profit or loss over the
term of the relevant lease so as to produce a constant
periodic rate of charge on the remaining balance of the
obligations for each accounting period.

Rentals payable or receivable under operating leases are
charged or credited to profit or loss on a straight-line basis
over the term of the relevant lease.

Lease incentives are recognised in profit or loss as an integral
part of the net consideration agreed for the use of the leased
asset. Contingent rentals are recognised as expenses in the
accounting period in which they are incurred.

Employee benefits

Short-term employee benefits

Salaries, annual bonuses, paid annual leave, contributions to
defined contribution retirement plans and the cost of non-

monetary benefits are accrued in the period in which the
associated services are rendered by employees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)
Defined contribution plans

The obligations for contributions to defined contribution
retirement scheme are recognised as an expense in profit or
loss as incurred. The assets of the scheme are held separately
from those of the Group in an independently administered

fund.

Contributions to the state-managed retirement schemes in
jurisdictions other than Hong Kong, which are calculated on
certain percentages of the applicable payroll costs, are
charged as expenses when employees have rendered services
entitling them to the contributions.

Share-based payment transactions
Equity-settled transactions

The Group’s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered services in
exchange for shares or rights over shares. The cost of such
transactions with employees is measured by reference to the
fair value of the equity instruments at the grant date. The fair
value of share options granted to employees is recognised as
an employee cost with a corresponding increase in a reserve
within equity. The fair value is determined using the binomial
model, taking into account any market conditions and non-
vesting conditions.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the vesting conditions are to be fulfilled, ending on the
date on which the entitlement of relevant employees to the
award is no longer conditional on the satisfaction of any non-
market vesting conditions (“vesting date”). During the vesting
period, the number of share options that is expected to vest
ultimately is reviewed. Any adjustment to the cumulative fair
value recognised in prior periods is charged/credited to profit
or loss for the year of review, with a corresponding adjustment
to the reserve within equity.

No expense is recognised for awards that do not ultimately
vest, except for awards that are conditional on a market
condition or non-vesting condition, which are treated as
vested irrespective of whether or not the market condition or
non-vesting condition is satisfied, provided that all non-
market vesting conditions are satisfied.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Share-based payment transactions (Continued)
Equity-settled transactions (Continued)

Equity-settled share-based payment transactions with parties
other than employees are measured at fair value of the goods
or services received, except where the fair value cannot be
reliably estimated, in which case they are measured at the fair
value of the equity instruments granted. In all cases, the fair
value is measured at the date the Group obtains the goods or
the counterparty renders the services.

Taxation

The charge for current income tax is based on the results for
the period as adjusted for items that are non-assessable or
disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial statements.
However, if the deferred tax arises from initial recognition of
goodwill; or other asset or liability in a transaction other than
a business combination that at the time of the transaction
affects neither the accounting profit nor taxable profit or loss,
it is not accounted for.

The deferred tax liabilities and assets are measured at the tax
rates that are expected to apply to the period when the asset
is recovered or the liability is settled, based on tax rates and
tax laws that have been enacted or substantively enacted at
the end of reporting period. Deferred tax assets are
recognised to the extent that it is probable that future taxable
profit will be available against which the deductible temporary
differences, tax losses and credits can be utilised.

Deferred tax is provided on temporary differences arising on
investment in subsidiaries and associates, except where the
timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Related parties

A related party is a person or entity that is related to the
Group.

(@) A person or a close member of that person’s family is
related to the Group if that person:

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

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of the parent of the Group.

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

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

(i) One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

(v} The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Related parties (Continued)
(b) (Continued)

(vii) A person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a
parent of the entity).

(viii) The entity, or any member of a group of which it is
a part, provides key management personnel
services to the Group or to the parent of the
Group.

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

(@) that person’s children and spouse or domestic partner;

(b)  children of that person’s spouse or domestic partner;
and

(c)  dependants of that person or that person’s spouse or
domestic partner.

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.

Critical accounting estimates and judgements

In the process of applying the Group's accounting policies,
which are described above, management has made various
estimates and judgements which are based on historical
experience and other factors, including expectations of future
events that are believed to be reasonable under the
circumstances. Estimates and judgements are continually
evaluated. The key source of estimation uncertainty and
accounting judgements, other than the judgement on the
ownership of two vessels as described in above, that result in
significant risk of causing a material adjustment to the
carrying amount of assets and liabilities in the next financial
year or significantly affect the amounts recognised in the
consolidated financial statements are discussed below:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

4.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Critical accounting estimates and judgements
(Continued)

Key sources of estimation uncertainty

(i) Useful lives and impairment of property, plant and
equipment and prepaid lease payments

The management reviews the useful lives and
depreciation/amortisation method of property, plant
and equipment and prepaid lease payments at the end
of each reporting period, through careful consideration
with regards to expected usage, wear-and-tear and
potential technical obsolescence to usage of the assets.

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
management has to assess whether an event has
occurred that may affect the asset value or such event
affecting the asset value has not been in existence. If
any such indication exists, the recoverable amounts of
the asset would be determined by reference to value in
use and fair value less costs of disposal. Value in use is

determined using the discounted cash flow method.

(i) Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of
the Group is based on the evaluation by management
of the collectability of the accounts receivable. A
considerable amount of judgement is required in
assessing the ultimate realisation of these receivables,
including assessing the current creditworthiness and the
past collection history of each customer. If the financial
conditions of these customers were to deteriorate,
resulting in an impairment of their ability to make

payments, allowance will be required.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

4. FESTTHER )

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Critical accounting estimates and judgements
(Continued)

Key sources of estimation uncertainty (Continued)

(i) Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business, where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impair the income tax
and deferred tax provision in the period in which such

determination is made.

(iv)  Impairment of investments and receivables

The Group assesses annually if investment in
subsidiaries and associates has suffered any impairment
in accordance with HKAS 36 and follows the guidance
of HKAS 39 in determining whether amounts due from
these entities are impaired. Details of the approach are
stated in the respective accounting policies. The
assessment requires an estimation of future cash flows,
including expected dividends, from the assets and the
selection of appropriate discount rates. Future changes
in financial performance and position of these entities
would affect the estimation of impairment loss and

cause the adjustments of their carrying amounts.

(v)  Impairment of goodwill

The Group determines whether goodwill is impaired at
least on an annual basis. This requires an estimation of
the value in use of the cash-generating units to which
the goodwill is allocated. Estimating the value in use
requires the Group to make an estimate of the expected
cash flows from the cash-generating unit and also to
choose a suitable discount rate in order to calculate the
present value of those cash flows. Details of the
estimates used to calculate the recoverable amount are
given in note 16 to the consolidated financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 #;

EZ—RF+-A=1+—HIEFE

4.

PRINCIPAL ACCOUNTING POLICIES

(Continued)

Future changes in HKFRSs

At the date of authorisation of these consolidated financial

statements, the HKICPA has issued the following new/revised

HKFRSs that are not yet effective for the current year, which

the Group has not early adopted.

Amendments to HKAS 7
Amendments to HKAS 12

Amendments to HKFRS 2

HKFRS 15
HKFRS 9 (2014)

Amendments to HKFRS 4

HKFRS 16
Amendments to HKFRS 10
and HKAS 28 (2011)

Annual Improvements
to HKFRSs

Disclosure Initiative'

Recognition of Deferred Tax
Assets for Unrealised Losses'

Classification and Measurement
of Share-based Payment
Transactions?

Revenue from Contracts with
Customers?

Financial Instruments?

Applying HKFRS 9
Financial Instruments
with HKFRS 4
Insurance Contracts?
Leases®
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture *
2014-2016 Cycle®

! Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018

3 Effective for annual periods beginning on or after 1 January 2019

The effective date of the amendments which was originally intended to

be effective for annual periods beginning on or after 1 January 2016 has

been deferred/removed

2018 where applicable

Effective for annual periods beginning on or after 1 January 2017 or

The directors are in the process of assessing the possible

impact of the future adoption of these new/revised HKFRSs

and amendments, but are not yet in a position to reasonably

estimate their impact on the Company’s consolidated

financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

SEGMENT INFORMATION

The executive directors of the Company are identified
collectively as the chief operating decision maker. An
operating segment is a component of the Group that is
engaged in business activities from which the Group may
earn revenue and incur expenses, and is identified on the
basis of the internal management reporting information that
is provided to and regularly reviewed by the Company’s
executive directors in order to allocate resources and assess

5.

7 EBE R

ITBRERREZEARPNTES - £
DETIAEE 2 —#8 - fEE R EREURE K
ELERZAERY  UERARFTNTE
SROEERMFED R RRMEREHRLE
HEHZ A EE2RENMAEE °

performance of the segment.

For management purposes, the Group is currently organised

into the following operating segments:

Operating segments

REDE

— Integrated logistics freight services

—  Provision of fuel cards

—  RHBESR

—  Tractor repair and maintenance services
and insurance agency services

—  E5| BB RRE R A KRR IR

—  Trading business

— BS%%

—  Petrochemical products storage business

— AEERERRER

For the purposes of assessing segment performance and

g

EEMS  AEBBAD BN T4

#

ﬁ

F

Principal activities

FEXEHK

—  Provision of ocean freight and land transportation and
container drayage services

—  Provision of ocean freight forwarding services

—  Provision of air freight forwarding services

—  Provision of feeder container storage facilities
and hiring services of barges and vehicles

— REEFEE ERERLEREHRY

— RHSERERS

— REEERIERE

— BREXREEARRIEA BN L TEHE RS

—  Provision of fuel cards

—  RERHSR

—  Tractor repair and maintenance

—  Provision of insurance agency services
— ESE#ERRE

— RERBRERS

—  Trading of textile, wood logs, scrap metal, electronic
products etc.

—  Provision of supply chain management services

— BEMBG KM BB BTERS

— REHEEEERE

—  Provision of storage services for
petrochemical products

— BREATERRRRSE

AN BERREDBEERAIEMS - &

allocating resources between segments, the Company’s
executive directors monitor the results, assets and liabilities
attributable to each reportable segment on the following
bases:

NRARITESRATERY R A RE D FFE
hE¥E  BERBBEETER:

ERMENERHERAR
2016 F 3R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e UBmKRME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

5.

SEGMENT INFORMATION (Continued)

Segments assets include all assets except for interests in
associates and corporate assets which are managed on a
group basis. All liabilities are allocated to reportable segment
liabilities other than unallocated head office and corporate
liabilities which are managed on a group basis and certain
other payables and accrued charges.

Revenues and expenses are allocated to the reporting
segments with reference to sales generated by those
segments and the expenses incurred by those segments or
which otherwise arise from the depreciation of assets
attributable to those segments. The measure used for
reporting segment results is profit/loss before taxation
without allocation of share of results of associates and other
unallocated corporate expenses and income. For the purpose
of assessing the performance of the operating segments and
allocation of resources between segments, the Group's
results are further adjusted for items not specifically attributed
to individual segments and other head office or corporate
administration costs.

Inter-segment sales transactions are charged at prevailing
market prices.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

SEGMENT INFORMATION (Continued) 5. SEWEL )

Operating segments REDE

Segment information is presented below: DEERIZ2HNT -

For the year ended 31 December 2016 BE-SE—XRE+=-A=+—HILEE

Tractor
repair and
maintenance
Integrated services and Petrochemical

logistics ~ Provision insurance products Inter-

freight of fuel agency Trading storage  segment
services cards services business business  elimination
Eo| 4
RRERK
SEWR Rt NRRBRE EZ AlER AHE
EERY R+ FRA% £ BRER Hs act
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn T T T T TET FEx

Revenue (from external s

customers) (RBEINFEE) 231,935 26,496 581 303,760 936 - 563,708

— Inter-segmentrevenue  — A EHENE 29,472 4,087 2,150 = = (35,709) =
Total revenue eyt 261,407 30,583 2,731 303,760 936 (35,709) 563,708
Results £
Segment result PEEE (15,994) 369 (975) 1,852 (198) - (14,946)
Share of results of associates  JE{SES& A R4S (667)
Other unallocated corporate Eft K

income INGILON 151
Other unallocated corporate  E At K7

expenses AREY (15,919)
Loss on disposal of HE-HEERT

an associate pd ! (1,141)
Loss before taxation BHAER (32,522)
Taxation Gichs) (4.572)
Loss for the year FRER (37,094)

BRAENERHERAE
2016 3R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

5. SEGMENT INFORMATION (Continued) 5. SIEL )

ReEDE#)

Operating segments (Continued)

For the year ended 31 December 2015

BE_ZF-AF+-A=+t—-HLFE

Tractor
repair and
maintenance
Integrated services and
logistics Provision insurance Inter-
freight of fuel agency segment
services cards services  elimination
Eo|BEE
RARE R
URRBRRRE
RAMAIR % EBEREH @5t
HK$'000 HK$'000 HK$'000 HK$'000
THT THET T THT
Revenue (from external Izs
customers) CRESNIER) 235,748 24,103 544 - 260,395
— Inter-segment revenue — pEbEE 37,837 3,627 2,861 (44,325) -
Total revenue Was s 273,585 27,730 3,405 (44,325) 260,395
Results B
Segment result DI EE (20,312) (350) (561) - (21,223)
Share of results of associates ~ JE{G Bt & A B EE (2,415)
Other unallocated corporate K7 A¢
income DEMA 285
Other unallocated corporate  E bR D EE
expenses NG5S (13,438)
Gain on derecognition of BRI —REHB AR
a subsidiary Uz 5,021
Gain on disposal of associates G2 A 7] 7 Wz 1,399
Loss before taxation BEAIEE (30,371)
Taxation HE (902)
Loss for the year FNEE (31,273)

Dafeng Port Heshun Technology Company Limited

Annual Report 2016



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME
Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE
5. SEGMENT INFORMATION (Continued) 5. 9E&ER &)
Operating segments (Continued) SR IR ()

As at 31 December 2016 N-EBE—XRE+=-BA=+—8H

ASSETS
Segment assets
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

For the year ended
31 December 2016

OTHER INFORMATION

Amortisation

Capital additions

Capital additions (unallocated)

Capital additions through
acquisition of subsidiaries

Depreciation

Depreciation (unallocated)

Finance costs

Impairment loss of property,
plant and equipment

Interest income

Interest income (unallocated)

&E
NHEE
ANELNFBE

GaEEBE

Rfr&s

BRI

BREM(ANE)

el Gl NG
[kl

&

& (RHE)

nE BERREZ

MEHA

MERA (R )

Integrated

logistics
freight

services

e
EERH
HK$'000

TER

156,207

(96,005)

7,364
52,415
15,996

1,515

3,084
207

Tractor

repair and

maintenance

services and

Provision insurance
of fuel agency
cards services
Eo|EEE

RRERHE
URRBRAE
RERRT FRA%
HK$'000 HK$'000
THr THr
10,731 2,264
(2,142) (1,901)

- 18

Petrochemical
products
storage
business

Trading
business

g%  AltEm
X% AWEH @it

HK$'000  HKS'000  HK$'000
TRR TRR TRR
230,607

164,700 564,509

34,039

598,548

(214,655) (117,606) (432,309)

(2,625)

(434,934)

- 84 8
1,981 181 9,52
- - 16

- 98,178 150,593
113 450 16,577
- - 5
715 - 2,230

- - 3,084
9 - 302
- - 1

BRAENERHERAE m
2016 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

5. SEGMENT INFORMATION (Continued)

Operating segments (Continued)

As at 31 December 2015

ASSETS
Segment assets
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

For the year ended
31 December 2015

OTHER INFORMATION
Capital additions
Depreciation

Depreciation (unallocated)
Finance costs

Interest income

Interest income (unallocated)

BRI

e

e (RoE)
FEBHA
FBHA (RDE)

5. oEER )

ReEDE#)

R-ZE—HEF+=ZA=+—H

Integrated
Provision

logistics
freight

of fuel

services cards

KRR YR
EERY  REMER
HK$'000 HK$'000
TAT TAT

71,157 9,770
(48,776) (2,569)
3,527 108
6,116 18
469 -

32 -

Tractor
repair and
maintenance
services and
insurance
agency
services
E|EHHE
RRE R
VA R ARBR AR
R
HK$'000
THT

it
HK$'000
FibT

2,831 83,758

76,559

160,317

(2,054) (53,399)

(2,176)

(55,575)

1 3,646
3 6,137

- 469
- 32
- 278

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

SEGMENT INFORMATION (Continued) 5. 9E&ER &)

Geographical information it EE R

Geographical segment i#th & 2 2P

The Group operates and derives revenue in two principal NEBEAREE E R KL E R ER K
geographical areas: Hong Kong and Mainland China. % BB RPRERM o

The following table sets out the revenue derived from TRV KREBRETPHIBMNBE| S 2 H[=
geographical areas which are based on the geographical 5

location of the customers:

2016 2015
AL —ET—hF
HK$'000 HK$'000
THET TET
Revenue from external customers: TEINBEFEUE ¢

Hong Kong 55 448,662 193,770
Mainland China ==l 114,927 62,330
Others (Note) A (B7E) 119 4,295
563,708 260,395

*Note: The locations of others include Europe, U.S.A., Asia (other than Hong Bt HpR e ERON - ER - DN (FERTREA

Kong and Mainland China), South Africa and others. RSN - BIEREAbE o

BRAENERHERAE
2016 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

5. SEGMENT INFORMATION (Continued) 5. SIpEE e
Geographical information (Continued) WwEEE (&)
Geographical segment (Continued) B (&)
The geographical location of non-current assets is based on N EE BB A EERMNE
the physical location of the assets, in the case of property, (8% HBELREE BEVE BEL
plant and equipment, prepayments for purchase of property, HEZENRE: BNHEENTUALRE
plant and equipment, prepaid lease payments and deposit HELH RS REEMNE (EREZ AT
for finance lease arrangement, and the location of the CHEHEEE) AEBIGHIEMBYIER
operation, in the case of interests in associates and goodwill. EEMEDTHOT :

The analysis of the Group’s non-current assets by

geographical location is as follows:

2016 2015
—E—REF —ET—TF
HK$'000 HK$'000
THERT THBT
Property, plant and equipment M - BB REE
Hong Kong BB 6,622 5,286
Mainland China A B A it 138,148 8,122
144,770 13,408
Interests in associates NN
Hong Kong BB 6,744 7,634
Mainland China A B A it - 1,094
6,744 8,728
Prepayments for purchase of property, BEYE BEE&EZ
plant and equipment TEfT IR
Mainland China A B A it 8,372 -
Goodwill g
Mainland China A R A 3t 14,844 _
Prepaid lease payments TENHEERFK
Mainland China AR A 3D 42,176 -
Pledged deposit for finance lease BMEMELZHZ
arrangement 2HEREFER
Mainland China AR B A 4t 4,236 -
Total non-current assets EREEERE 221,142 22,136

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z—"F+-_A=+—HIFE

SEGMENT INFORMATION (Continued) 5. 9E&ER &)
Information about major customers FEEFER
For the year ended 31 December 2016, revenue from HE - ZT—RE+-_A=+—HIFEE K
Customer A (trading business segment) and Customer B BEEPA(ZBFEBRSPT)REFB(B S5 %
(trading business segment) of approximately HK$96,617,000 B E) 2 WD B4 596,617,000 T (=
(2015: HK$NIl) and HK$85,095,000 (2015: HK$Nil), individually T —RF : #)%8509500F L (=ZE—H
accounted for over 10% of the total revenue of the Group. F o) REAREEINZERZEE 10% °
No customer of the Group had individually accounted for 10% HE - ZT—FHF+_A=1+—HIEE ' &
or more of the Group's total revenue for the year ended 31 EmAEBRFE BB ANEBRINEETE10%3,
December 2015. PAF o
REVENUE 6. Wi
2016 2015
—E—REF —T—hF
HK$'000 HK$'000
TFH T FHATT
Income from provision of integrated REEEMREE
logistics freight services RRFS A 231,935 235,748
Income from provision of fuel cards RRAIRE R 26,496 24,103
Income from trading business B 5 EBIRA 303,760 -
Petrochemical storage service income AR REREWA 936 -
Tractor repair and maintenance services — Z 5| B4 & MRS R
and insurance agency fee A RARBRRIEE 581 544

563,708 260,395

LERMERRRBERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R M ERARMEE

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

7. OTHER INCOME 7. HHUA
2016 2015
—E-—RF —E—hF
HK$'000 HK$'000
THET T
Bank interest income HRITHEMWA 303 310
Exchange gain B 3 W 2,390 433
Gain on bargain purchase (note 34(f)) A B B U (M5 34() 727 -
Gain on disposal of property, plant and HEME - BEREEZ
equipment g 4,310 4,694
Gain on derecognition of a subsidiary LR B AR 2
Yz - 5,021
Gain on disposal of associates HERE N 2R - 1,399
Management fee income EIBEBIA 427 348
Sundry income HIEUA 304 1,079
Subsidy income (note) R (FF3E) 1,906 -
10,367 13,284
Note: During the year, the Group received one off tax refund of RMB1,521,000 MIsE : R - NEE DRI BT 8 E KL &5 BT
(approximately HK$1,774,000) (2015: Nil) and employment subsidy of WeER — R R B AR #61,521,000 7T (491,774,000
RMB113,000 (approximately HK$132,000) (2015: Nil) respectively from BL)I(ZE—RF: E)RREFUBARE
the local government of Dafeng district in Jiangsu Province, the PRC. 113,000 7T (#7132,0008 ) (ZZF—H4F : &) ©
These subsidies are granted to encourage the Group to boost the ZERUEEREASERS AL ENLE -
economy within Dafeng district.
8. FINANCE COSTS 8. BEMA

2016 2015
—E—XRE —E—hHF

HK$'000 HK$'000

FH FH

Interest on borrowings wholly repayable BN AFRBEEEZEBEZFIE

within five years 80 214
Finance charge on obligations under MEHEREZMBER
finance leases 1,435 255
Interest on consideration payable in WEE—FMNB AR 2 EHRE
respect of acquisition of a subsidiary ZFLE (HI3E 34(e))
(note 34(e)) 715 -
2,230 469

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

LOSS BEFORE TAXATION 9. BR¥iAIEE

2016
—E-RE

HK$'000
FERT

This is stated after charging (crediting): kR (BT ) THIIE B &5 -

2015
—E—hF
HK$'000
FET

Staff costs BImK
Share-based payment (note 30) LARRAD A ERE 2 A3k (M3 30) 3,063 -
Salaries, allowances and other short-term ¥4 B R H b EAE S B

employee benefits including directors’ BIEEEHM

emoluments 75,414 58,022
Contributions to defined contribution plans F 28 it 7k 5T 217X 5,285 3,123

83,762 61,145

Other items Hithg g
Auditors’ remuneration Z RN B &

— Audit-related assurance services — BB A W RE R 1,300 920

— Other services — Hih R 550 100
Amortisation of prepaid lease payments  FE{I &~ FR ik 8 84 -
Cost of inventories FERKAKR 305,369 -
Depreciation e 16,582 6,143
Equipment rental income (included in BB ERA GT AdE)

revenue) (2,425) (4,088)
Gain on bargain purchase (note 34(f)) A BB U (M 34() (727) -
Gain on disposal of property, plant and HEWE  WEKEE W FE

equipment, net (4,280) (4,694)
Impairment loss of property, plant and Y - BE MREZBERIE

equipment 3,084 -
Loss on disposal of an associate & — & N F 2 B 1R 1,141 -
Operating lease payments on premises ¥ 7 RETHEN K 12,245 11,070
Operating lease payments on vehicles AEZREHENK 2,160 -
Provision for committed minimum FLFTAGE B D WENL &2 BERE

tonnage arrangement - 6,380

ERMENEROERAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

10. REMUNERATION OF DIRECTORS AND FIVE 10. & kil = T
HIGHEST PAID INDIVIDUALS BREBRBIHALZHH

(i) Directors’ emoluments (i) EEHM
The aggregate amounts of emoluments paid and AEBRAFEENREMTARF
payable to the directors of the Company by the Group EEHMEENT
during the year are as follows:
Year ended 31 December 2016 BE-ZE-A"F+-A=t—-HLHF
E
Salaries, Contributions
allowance to defined
Appointed Resigned and benefits contribution
during the year  during the year Fee in kind Bonus plans
- TR M
FREE FRRE we RENNG A EEMR
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TR TET
Executive directors $1{TES
Mr. Lo Ka Man - 11 Oct 2016 - 697 - 14 7
BRXEE It AL
tA+-8
Mr. Ni Xiangrong - - - 960 - - 960
PGSt
Mr. Wang Yijun - - - 720 - - 720
TRELE
Mr. Shum Kan Kim - - - 600 - 18 618
HEREL
Mr. Wang Zhi Qiang - 31 May 2016 - 248 - - 248
Rl ZB-AF
EA=t-H
Mr. Yu Xingmin 31May2016 - - 352 - - 352
AR ZB-rF
ERA=t-H
Mr. Pan Jian 26 Aug 2016 - - 200 - - 200
AREE ZB-RF
NA=t7xH
Non-executive directors
FHUTES
Mr. Ji Longtao - - 240 - - - 240
TRELE
Mr. Yang Yue Xia - - 240 - - - 240
BHERE
Independent non-executive
directors B FHTES
Mr. Luk Chi Shing - 7 Mar 2016 22 - - - 22
BEREL AL
ZAtH
Mr. Zhang Fangmao - - 60 - - - 60
FHREE
Dr. Pang Jianming - 31 May 2016 50 - - - 50
ERAEL —E-RE
AA=t-H
Dr. Bian Zhaoxiang - - 120 - - - 120
ThEEL
Mr. Lau Hon Kee 31 May 2016 - 70 - - - 70
) 283 ZE-RE
AA=1-H
Mr. Yu Xugang 31 May 2016 - 70 - - - 70
THEEE ZB-RE
ER=t-H
872 3,777 - 32 4,681

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z—"F+-_A=+—HIFE

10. REMUNERATION OF DIRECTORSAND FIVE 10. EEN A EZBEHFA T ZHM

HIGHEST PAID INDIVIDUALS (Continued) (#)
(i) Directors’ emoluments (Continued) () EEHME)
Year ended 31 December 2015 BE-_Z-AF+-A=+t—-HLHF
E
Salaries, Contributions
allowance to defined
Appointed Resigned and benefits contribution
during the year  during the year Fee in kind Bonus plans
, 54 28 FEER
FRRE g REDNR B4 EEIf
HK$'000 HK$'000 HK$'000 HK$'000
AL TEr  TAL  TER
Executive directors H#{TES
Mr. Lo Wong Fung - 12 Mar 2015 - - - - -
BRALE i
=AtZH
Mr. Lo Ka Man - - - 866 - 18 884
ERXNEE
Mr. Jiang Tan Shan - 12 Mar 2015 - 24 - - 24
ERERE %
=AtZH
Mr. Ni Xiangrong 23 Feb 2015 - - 817 - - 817
R —ZT-nf
—“A-t+=AR
Mr. Wang Yijun 23 Feb 2015 - - 613 - - 613
THRELE T-nf
“-A-+zH
Mr. Shum Kan Kim 23 Feb 2015 - - 511 - 16 527
PIE i T-1fF
:H:+EH
Mr. Wang Zhi Qiang 21 Sept 2015 - - 165 - - 165
IFRELE ZZ-RF
pI; ey g
Non-executive directors
FHUTES
Mr. Ho Chi Ho - 12 Mar 2015 24 - - - 24
EEEE —2-1f
“AtzH
Mr. Ji Longtao 23 Feb 2015 - 204 - - - 204
ARELE ZZ-nf
“R=+=H
Mr. Yang Yue Xia (Note a) - - 240 - - - 240
BHERE (Wia)
Independent non-executive
directors B FHTES
Mr. Luk Chi Shing - - 120 - - - 120
S TA
Mr. Zhang Fangmao - - 60 - - - 60
FAREE
Mr. Wang Zongbo - 15 May 2015 23 - - - 23
IRRESE ZT-Rf
RATRA
Dr. Pang Jianming 15 May 2015 - 75 - - - 75
ERARL —T-nf
LATEA
Dr. Bian Zhaoxiang 15May 2015 - 75 - - - 75
TREEL —ZT-nf
hATHA

821 2,99 - 34 3,851

LERMERRRBERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R M ERARMEE

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

10. REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS (Continued)

(i) Directors’ emoluments (Continued)

Note a: Mr. Yang Yue Xia, originally an executive director of the
Company, was re-designated as a non-executive director with
effect from 12 March 2015.

For the years ended 31 December 2016 and 2015, no
emoluments were paid by the Group to any of the
directors as an inducement to join the Group or upon
joining the Group or as compensation for loss of office.

During the years ended 31 December 2016 and 2015,
none of the directors has waived or agreed to waive any
emoluments.

(i) Five highest paid individuals

The five highest paid individuals included three (2015:
three) directors for the year ended 31 December 2016,
one of them resigned as director of the Company
during the year. The aggregate amounts of the
emoluments in respect of the two (2015: two) non-
director individuals are as follows:

(i)

10. EERABEZESH AL 2

(%)

EEHM @)

Mia: HBBEEEERARATNITESL BB

—E-RFZATZBRERATEIERIT
B

BHE - Z—REEX-_Z—HF+-A
=T —RAIFE  AEEWEREM
EEYNEFEM - ERRIIMAREE
M ARE B & 2 ZEN SRR

f& e

BE-_Z—R"EER_ZE—RF+=A
—+—HLEFE BEESEHEXR
BINET(IEH -

TEBREHAL

BHE_Z—R"F+_A=+—HLHF
E IEsEaHFALTRE=2(Z%
—hF:-=R)EF -ME(ZET—1
FoMB)IFESATZHIETEWD
T

2016
S i

2015
—ET—hF
HK$'000
FHT

HK$'000
TR

Salaries and allowances e MoER 1,742 2,285
Share-based payment (note 30) VAR D REME 2 [ 5R

(Pf3E 30) 3,063 -

Contributions to defined contribution plans & 84t i aT 24t 7Kk 25 36

4,830 2,321

The above individuals’ emoluments for the year were
within the following bands:

FA ERALZHHN T AT HE

Nil to HK$1,000,000

£ % 1,000,00075 7T

HK$1,500,001 to HK$2,000,000 1,500,001 7 7T & 2,000,000 7T 1 1
HK$3,000,001 to HK$3,500,000 3,000,001 7T E 3,500,000 7 7T 1 -
2 2

No remuneration was paid or payable by the Group to
any of the five highest paid individuals as an inducement
to join the Group or upon joining the Group or as
compensation for loss of office during the years ended
31 December 2016 and 2015.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—F+-_A=+—HILFE

The Company’s subsidiaries in the PRC are subject to
Enterprise Income Tax (“EIT"). PRC EIT is calculated at
the prevailing tax rate at 25% on taxable income
determined in accordance with the relevant laws and
regulations in the PRC.

One of the Company’s subsidiaries in the PRC is
qualified as an eligible entity for enjoying a preferential
EIT rate of 15% pursuant to the Notice on Guidelines for
Preferential Corporate Income Tax in Shenzhen Qianhai
Shenzhen-Hong Kong Modern Service Industry
Cooperation Zone, which becomes effective since 1
January 2014.

Pursuant to the rules and regulations of the British Virgin
Islands (“BVI"), the Cayman Islands and the Marshall
Islands, the Group is not subject to any taxation under
those jurisdictions.

11. TAXATION 1. HIE
2016 2015
ZEB-RF —E—hfF
Note HK$'000 HK$'000
LiEs3 THERT TR
Current tax: BNEARIE ¢
Hong Kong Profits Tax BRMER
— Current year — REFE 916 905
— Over-provision in prior year — BEFEBERE (468) (244)
448 661
PRC Enterprise Income Tax Bl EEH
— Current year —RFE 3,616 285
— Under-provision in prior year — BAFEREIR 82 75
3,698 360
Deferred tax expense/(credit) EIERIER S (ER) 27 426 (119)
Total income tax expenses recognised RIBRERZ FFEH
in profit or loss GEEEE] 4,572 902
(i) Hong Kong Profits Tax iy BBREH
Hong Kong Profits Tax has been provided at the rate of EBNEHREAEENAEEESTHS
16.5% (2015: 16.5%) on the Group's estimated EAZHEERBSEMIA165% (= F
assessable profits arising from Hong Kong during the — T 16.5%) 2 L RHRBE -
year.
(i) Income taxes outside Hong Kong (il BEBBINZFTEH

EVNSPAE [0 PN TS T
BB LEFRBH) - RELEFHSE
BTy iR e B AR B ) B AR 18 T
BT 2 BB A R 25% 2 BT B4
5 -

REBECRYIAIBFRERARBESFE
TEEMSHEBRRMEERR KN
&) - AR B E AR — R E B AR
BERREBISHEBTLEMBHRE
ZEERER B-_T—NF—HF—
B -

REEBRELES ((RBREZES])
RERELSFRBES ZRANRM -
REBBAGMZ S BERR 2 EM
PR -

ERMENEROERAE
2016 FE 3R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

11. TAXATION (Continued) 11. 1B ()
Reconciliation of tax expenses BRIERSY YR
The tax charge for the year can be reconciled to the loss per FERFFIES HEES2HEREEE 2 EEYE
the consolidated statement of comprehensive income as mr
follows:

2016 2015
— i —F—hafF
HK$'000 HK$'000
THET FHT
Loss before taxation MERIEE (32,522) (30,371)
Income tax at applicable tax rate of 16.5% 1&Zi#E AT K 16.5% 1 & 2 FTi5HH (5,366) (5,011)
Effects of different tax rates of subsidiaries R E fth 7] A RE @ 4L E 7 B A7)
operating in other jurisdictions ZTRAERERTE (1,070) 288
Effect of preferential tax rate of a subsidiary —[INB R ZEEEMER 2L (34) -
Non-deductible expenses RINTR A 2 3,956 2,627
Tax exempt revenue PR (272) (1,692)
Tax effect of share of results of associates  JE{REE QAR EE 2 RETE 110 398
Utilisation of previously unrecognised BAEBEARERZHRIEER
tax losses (61) (354)
Unrecognised temporary differences RERER =58 5,489 108
Over-provision in prior year, net BEFEHBERE  F8 (386) (169)
Tax effect of tax loss not recognised AERTIBEEEZRETE 2,175 4,677
Others Hib 31 30
Tax expense for the year ERNBIERS 4,572 902
Tax exempt revenue mainly included profits not taxed in RS T B EIRRIRH RS 23B R
Hong Kong under S.23B of the Inland Revenue Ordinance for ERRIMUE B BABME BT B8 -
being carriage shipped outside Hong Kong, bank interest RITH BWMAA R AINE ST B2 FEE H1HE
income and unrealised foreign exchange differences arising EREAEMABRES Z RERINEZHE -
from foreign currencies denominated monetary assets and ARIINBEF 32 E B B IR BB 555 238
liabilities which are non-trading in nature. Non-deductible FEREARIMUBE ISR BENMR 2B
expenses mainly included loss not allowable in Hong Kong 18 DR RER N RAEEEAARIE
under S.23B of the Inland Revenue Ordinance for being BETWGSE I REARMELEREMAX

carriage shipped outside Hong Kong, cost incurred for share-
based payment and those operating expenses incurred by
non-revenue generating group companies.

12. DIVIDENDS 12. RE
The board does not recommend the payment of a dividend EFEeTERANBE_T—~"FT=A
for the year ended 31 December 2016 (2015: Nil). =t+—HIEFERNRE(ZE—HF - 8) -

Dafeng Port Heshun Technology Company Limited
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14.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

LOSS PER SHARE 13. EREB
Basic loss per share for the years ended 31 December 2016 HEZZ—R"FrR_ZE—hF+ZA="1T—
and 2015 are calculated by dividing the loss attributable to AItEEY SREANSBIEANNREZRSS
the equity holders of the Company by the weighted average AJE(REBRR DA B 3647 3 5@ IS s 19 2iEt
number of ordinary shares in issue. & o

Loss attributable to equity holders of RARERFTE ARIGEE
the Company (HK$'000) (F#&T) (36,959) (24,108)

Weighted average number of ordinary BEITT R E T2

shares in issue 1,219,147,541 1,120,000,000
Basic loss per share BREREE (3.03) HK cents #&flll  (2.15) HK cents &l
Basic and diluted loss per share are the same as the Company BREANEBEEEEBHEER  REAREARD
did not have any dilutive potential ordinary shares during the AEBZE_Z-—REERE-—HF+TA
years ended 31 December 2016 and 2015. =T —RLEFERATEEEETHETE

BRI

INVESTMENT IN SUBSIDIARIES 14. REMB LR
Particulars of the Company’s subsidiaries are as follows: RRARIMBRARZFERT -

Place of Issued and

incorporation/ paid-up capital/ Ownership interest held
Name of subsidiary operation registered capital by the Company Principal activities

AR/ BRTRCAR ARFARAEL
WELAREH Benk RE/ERER FRRRL IRRH
Directly held  Indirectly held
EERE LR

Dafeng Port Heshun International Investments Hong Kong HK$1 - 100%  Investment holding
Limited
LENRERRARRAR A 1871 REER
Dafeng Port Heshun Technology (China) Company ~ The BVI Us$1 100% - Investment holding
Limited
REBRIAES (E REER
Dafeng Port Heshun Technology (Indonesia) The BVI US$1 100% - Inactive
Company Limited
ABRAEE 157 BX%
Luck Sign Investment Development Limited The BVI US$1,000 100% - Investment holding
HERAZRERAA RBRAAS 1000%7T REER

BRAENERHERAE
2016 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

14. INVESTMENT IN SUBSIDIARIES (Continued) 14. WEM BT @)

Place of Issued and

incorporation/ paid-up capital/ Ownership interest held
Name of subsidiary operation registered capital by the Company Principal activities

R/ BRTRCAR ARFARAEL
WELAREH ok R/ ERmEx Rk IERH
Directly held  Indirectly held
EBRA BiEEE

Gamma Logistics (B.V.I.) Corporation The BVI US$10 100% - Investment holding
UERACNINESE! ZBRAES 0% REER
Golden Fame Shipping Limited Hong Kong HK$2,200,000 - 100%  Provision of ocean freight

transportation and
container drayage services

SEMBERAA B 2,200,000/ 7 RUEEREBERRY
Golden Fame Shipping Limited The BVI US$1 - 100%  Investment holding
SEMBERAR ABRAEE (E REER
Golden Fame Shipping Limited The Marshall US$1 - 100%  Investment holding
Islands
SERBERAF) SRBNS (B REER
Golden Ocean Warehouse & Transportation Hong Kong HK$10,000 - 100%  Provision of feeder container
Limited storage facilities and the
hiring services of barges
and vehicles
EHREERERLA &R 100007 RERERRERIEAR
SR ERERS
Golden Fame Logistics Holding Limited Hong Kong HK$1,000,000 - 100%  Investment holding
SEMREEERAR &R 1,000,000 70 REER
Golden Fame Delta Shipping Limited The BVI/ Us$2 - 100%  Provision of freight and
(place of feeder rental services
operation: the
PRC)
SERI=ANRERRAR ABRRER/ VE RESER XS SRS
(s -+
&)
Worldly Development Limited Hong Kong HK$10,000 - 100%  Trading
ENSERERAA &R 10000787 g5

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

Name of subsidiary

HEARER

SENBRZ (R BRAH

EHASRIERREHBR AR

FERAMEE (R ERAT

REEEEAMRERAF

THETHERICRRERAA

PlheFERSEREERAT

14. INVESTMENT IN SUBSIDIARIES (Continued)

Place of

incorporation/
operation
afEL/
gt

The PRC

The PRC

HE

The PRC

HH

The PRC

HH

The PRC

HH

The PRC

HH

Issued and
paid-up capital/
registered capital
BRTREAR
Ra/ERER

Registered capital
US$1,000,000
HAMER
1,000,000% 7T

Registered and
paid-up capital
US$8,000,000
MRS RRA
8,000,000 % 7T

Registered capital
US$2,000,000
AR
2,000,000% 7T

Registered and
paid-up capital
RMB8,000,000

A R A R
AR 8,0000007

Registered and
paid-up capital
RMB32,000,000
A R A R
AR 32,0000007

Registered and
paid-up capital
RMB7,000,000

BRUNE I N
ARH7,0000007C

14. BEHB LT #)

Ownership interest held

by the Company
ARFARAEL
Rk

Directly held

ERRR

Principal activities

IEEH

Indirectly held
B

100%  Inactive

EXHB

100%  Trading and freight services

HHREREERT

100%  Trading

g5

100%  Provision of land freight
services

RRER R ERY

100%  Provision of petrochemical
products storage services

REACERRHRE

100%  Provision of Non Vessel
Operating Common
Carrier ("NVOCC") and
international forwarding
agency services
RO EMAER ([BhAE
B REREERE R

ERMENEROERAE

2168



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

14. INVESTMENT IN SUBSIDIARIES (Continued) 14. WEM BT @)

Name of subsidiary

HEARER

Place of

incorporation/

operation
AV
AEh

Issued and
paid-up capital/
registered capital
ERTREHE
Ra/GERER

Ownership interest held

by the Company
ARFARAEL
Rk

Directly held
EfRE

Indirectly held
BiEE

Principal activities

IERH

PLTEBRESERAR The PRC Registered and - 100%  Inactive
paid-up capital
RMB500,000
e R R R BXH
AR 500,000
ATEEEEERLA The PRC Registered and - 100%  Provision of transportation
paid-up capital services
RMB3,000,000
i A R AR R RtERRY
ARH3,0000007
U-Drive Company Limited Hong Kong HK$1,000 - 93.7%  Provision of fuel cards
ERAARAA &R 100087 REIMER
Win & Fame Motor Limited Hong Kong HK$1,000,000 - 80%  Provision of vehicle and
tractor maintenance
services
REEPEARAA &R 1,000,007 RETEREIERERS
Win Top Shipping Company Limited Hong Kong HK$2 - 100%  Provision of feeder shipping
services
FERBAERLAA R 2RTC feft s RAE R
Wintop Logistics Development Co. Ltd Hong Kong HK$10,000 - 100%  Provision of NVOCC services
RENRERARAR &R 10,0007 feft B E R RIS
Treasure Pipe Limited The BVI Us$10 - 100%  Investment holding
EBRNAS 0% REEKR
Upward Miles Limited Hong Kong HK$500,000 - 100%  Rental of trucks
&R 500,000/ 7T HERE
Golden Fame Insurance Services Limited Hong Kong HK$500,000 - 100%  Provision of insurance agency
services
EERBRBEERAR &R 500,000 7 LRI IR RT
Evertime Management Limited Hong Kong HK$1 - 100%  Inactive
BREBARAA B 1T BEK
Marble Opportunities Limited The BVI US$1 - 100%  Investment holding
ERENES (E REER

Dafeng Port Heshun Technology Company Limited
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

Name of subsidiary

HEARER

Galva Company Limited

Galva Express Enterprise Limited (formerly known
as "Galva Logistics Enterprise Limited”)

SERELRERATF
(hfE [2ESEREARAA])

Galva Express Enterprise Limited

SERECFARAR
Galva Express Enterprise Limited
SERELFARAA

Million Sky Business Limited

Golden Fame Logistics Group Limited

Golden Fame Logistics Group Limited

14. INVESTMENT IN SUBSIDIARIES (Continued)

Place of

incorporation/

operation
afEL/
gt

The BV
RERLHS

Hong Kong

B

The BVI
RERLES

The Marshall
Islands

SHEBRS

The BVI
RBRLES

The BV
RERLHS

The Marshall
Islands

SHEERS

Issued and
paid-up capital/
registered capital
BRTREAR
Ra/ERER

US$1
1%

US$1t

(B

US$1

E30

The management considered that each of the non-wholly

owned subsidiaries has no material non-controlling interests.

Ownership interest held

by the Company
ARFARAEL
Rk
Directly held  Indirectly held
EERE MEE
- 100%
- 100%
- 100%
- 100%
100% -
- 100%
- 100%

14. BEHB LT #)

Principal activities

IEEH

Inactive

BXH

Provision of freight
forwarding services

RHEEERZRS
Investment holding
REAER
Investment holding
REER

Investment holding

REER

Investment holding

REER
Investment holding

REER

BEERR FREWNBRARASALEEAXN

FEIER S

ERMENEROERAE

2016 F 3k
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT

15. 1% - BRERRE

Furniture, Feeder
fixtures vessels and
Storage  Leasehold and Motor  Computer barges Construction
Buildings facilities improvements  equipment vehicles  equipment (Note)  Containers in progress
HE EUS XEMMR
| &2 RRERIE NELE KERRAE RE EMRE B K ERIR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FHT FAL T T FHT TAL T T
At cost BRA
At 1 January 2015 R=E-1%-A-B - - 6,423 4928 51,253 5013 20,224 10,649 - 98,490
Additions BE - - 534 172 2763 173 - 4 - 3,646
Disposals HE - - (221) (195) (5,525) (903) (2,009 (591) - (9,444)
Exchange realignment X AR - - - (15) 73 1 - - - 699
At 31 December 2015 RZZ-RF+=A
and 1 January 2016 =t+-Ak
—E-"4-A-H - - 6,736 4,890 49,204 4,284 18,215 10,062 - 93,391
Additions "B 1,030 - 354 444 6,415 506 - 612 181 9,542
Additions — acquisitionof  RE— WEH B A
subsidiaries (note 34(c)) (B3 34(0) - 89,014 - 2,091 52,375 2952 - = 4161 150,593
Reclassified as held for sale  EHABARIEHE - - - - - - (5523) - - (5523)
Disposals HE - - (3569) (960) (10,399) (2¢) (8,337) (1,275) - (24,566)
Exchange realignment ExaE () (3998) - (129) 3417) (168 - - 195) 7.949)
At 31 December 2016 RZB-XE
+=A=+-H 986 85,016 3,521 6,33 94,178 7,550 4,355 9,399 4147 215,488
Accumulated depreciation ~ BiHTERFE
and impairment
At 1 January 2015 RZE-1%-A-B - - 5,201 4,493 42528 4,342 17,241 7,590 - 81,395
Charge for the year ERMG - - 488 216 3,364 32% 603 1,146 - 6,143
Disposals HE - - (188) (185) (5,25 (854) (1,536) (583) - (8,598)
Exchange realignment [ER A% - - - (94) 1,144 [0 - - - 1,043
At 31 December 2015 WZE-R%+ZA
and 1 January 2016 =t-BRk
—¥-~"5-A-8 - - 5,501 4,430 41,784 3,807 16,308 8,153 - 79,983
Charge for the year ERiIBR 16 381 448 230 13593 274 527 1113 - 16,582
Impairment iE - - 82 83 2515 M - 293 - 3,084
Reclassified as held forsale  EHNBARIEHE - - - - - - (5374) - - (5.374)
Disposals HeE - - (2,630) (937) (10,308) (26) (7,348) (1,09) - (22,345)
Exchange realignment R A% (1) (16) - (15) (1,167) (13) - - - (1.212)
At 31 December 2016 RZB-~E
+=A=+-H 15 365 3,401 3791 46,417 4,153 4113 8,463 - 70,718
Net book value REFE
At 31 December 2016 R-E-"E
+=B=t-A 97 84,651 120 2,545 47,761 3,397 242 936 4147 144,770
At 31 December 2015 R-E—-1%
+ZA=1+-A - - 1,235 460 7420 4n 1,907 1,909 - 13,408
Note: As at 31 December 2016, the Group owned a barge classified as “Asset Mz : RZT—RE+-_A=+—8 A&EBHE &

held for sale” with a carrying amount of HK$149,000 as mentioned in
note 35 to the consolidated financial statements (2015: two barges with
an aggregate cost of HK$11.5 million) and one vessel (2015: two vessels)
under the Usage Priority Agreements with a cost of HK$4.3 million (2015:
HK$6.7 million). According to the Usage Priority Agreements, the Group
has the exclusive preferential right to use the vessel and to acquire the
interest or to obtain the sales proceeds of disposal, which has to be
approved by the Group in advance, of the vessel. The Group considers
that it, in substance, owns the vessel. Accordingly, the net book value of
the vessel in the amount of HK$0.2 million as at 31 December 2016

(2015: HK$1.56 million) has been recorded under property, plant and
equipment.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRKRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥1% - BERRHE @

(Continued)

The directors have reviewed the carrying value of property, BB SERBBARTESH ME  BERE
plant and equipment which economic performance is worse BEAHEE BE2AFRAHEETH
than expected and determined that the recoverable amount EREVIINOLEYERNEERE -
from the use or sale of certain of these assets has declined It ZEEEZEEMED R 3,084,000
below their carrying amount. Accordingly, the carrying value T(ZE—RF - #)URMEEREEE -
of these assets has been reduced by HK$3,084,000 (2015: Nil) ZEAE 2 IIEI £ RE 3,340,000 T (ZF
to reflect this impairment loss. The recoverable amount of — A E 11,062,000 7T) IR ERBEE
these assets amounted to HK$3,340,000 (2015: HK$11,062,000) TEAEEIRLIE R GESUEET -

is determined by reference to the value in use of the relevant
assets, using the discount rate of 8% per annum.

77

The assets held under finance leases at the end of the NIBEHK BEREHEFEGZ2EED

reporting period are as follows:

¥

Motor
vehicles Containers Total
RE EiE st
HK$'000 HK$'000 HK$'000
FBTT FABTT FABTT
At 31 December 2016 R=-B—XR"E+=B=+—H
Cost AN 51,374 - 51,374
Accumulated depreciation and ST ERRE
impairment (7,035) - (7,035)
Net book value ERHEEE 44,339 = 44,339
At 31 December 2015 R-ZE—RF+-_A=+—H
Cost AR 2,727 4,890 7,617
Accumulated depreciation S 477) (3,178) (3,655)
Net book value MR E 2,250 1,712 3,962

BRAENERHERAE
2016 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

16. GOODWILL 16. BE
2016 2015
—E—XE —E-—hF
HK$'000 HK$'000
FAR FHT
Reconciliation of carrying amount FREE#TER
At beginning of reporting period R & R = -
Acquisition of a subsidiary (note 34 (c)) W B — I B 88 A R (Ff 2 34()) 14,844 -
At end of reporting period REBEHR 14,844 -
At 31 December R+=A=+—H
Cost BAR 14,844 -
Accumulated impairment loss 2EREEE = -
14,844 -
Goodwill arose because the consideration paid for the EATERHRUWBEYNZREEERS
acquisition effectively included amount in relation to the AERMISRE MW EEIETEES T IS
benefits originated from future market development and the KAZFZ 258 c ARZENZETHEE A5
assembled workforce of the acquired business. These benefits G B 7 RIS AE B B PR G R
are not recognised separately from goodwill because they do R o TAERMEHE B MR n] FATIBRFTISHR ©
not meet the recognition criteria for identifiable intangible
assets. None of the goodwill recognised is expected to be
deductible for income tax purposes.
The carrying amount of goodwill was allocated to the Group's HEVERMEIEZEAEBESELESEN
cash-generating unit (“CGU") as follows: ([REEEBMDHOT -

2016 2015
—E—XREF —FT-—hHF

HK$'000 HK$'000
FHET TET

Petrochemical Storage Business AlrEmRRER 14,844 -

Dafeng Port Heshun Technology Company Limited
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

16. GOODWILL (Continued)

The recoverable amount of the Petrochemical Storage
Business has been determined on the basis of value in use. Its
recoverable amount is based on certain key assumptions. The
value in use calculation uses cash flow projection based on
financial budgets approved by management covering a 5-year
period by applying certain key assumptions below:

Pre-tax discount rate FiATAL IR =
Growth rate R R
Perpetual growth rate KA R &R

The discount rate used is pre-tax and reflects the specific risks
relating to the relevant business. The perpetual growth rate is
based on the relevant industry growth forecasts and does not
exceed the average long-term growth rate for the relevant
industry.

Other key assumptions for the value-in-use calculation are
budgeted growth rate and budgeted gross margin, which are
determined based on the past performance and the
management’s expectation of the market development,
future performance of the CGU and market growth forecast.

The recoverable amount of the CGU of Petrochemical
Storage Business is determined to be higher than the carrying
amount of the CGU. Accordingly, the management considers
that the goodwill attributable to the CGU of Petrochemical
Storage Business is not impaired.

Management is of the opinion that any reasonably possible
change in the key assumptions would not cause the carrying
amount of the CGU to exceed its recoverable amount.

16. BE »)

BlLEMBRER 2 AT E S B IREE B
EBEEE YRENETIERR - ERHE
BENRERBMIELFHMBREZRS
REFEARAUATE T EERRE

Petrochemical
Storage Business

BtERBRER
2016 2015
—E—RE

1% N/A
TEA

3% N/A

TEA

1% N/A

TEA

RABATRLER R AR R RS N2 A
BER - KABRERUBBEITEEREBANR
HE - BTEEMEBTEFORERE -

EREEFEIZEMEBZRRBEREIR
RRFEEENER  REBEXRBRAREE
BHMSHRER  REELELRKKRERLD
SRR 2 EMMERE

AtERRREFREELBUZATKRE S
HEERERACELBUZEREE-
it EEERS  BENOCERRRER
ReELBUZEHELERE -

ERERA TEBRRZCMARTRED
TEERR SR L B 2 R E AR T
S -

BRAENERHERAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

17.

PREPAID LEASE PAYMENTS

17. AHEESR

2016 2015
—E—XE —E—AF
HK$'000 HK$'000
FET FHET
At cost B A
At the beginning of year REH] - -
Acquisition of a subsidiary U B8 — P B A 7 34(c) 45,260 -
Exchange realignment B 34, 58 2 (2,034) -
At the end of year RER 43,226 -
Accumulated amortisation Rt
Amortisation during the year FNBEH 84 -
Exchange realignment I 5 SR (4) -
At the end of year RER 80 -
Carrying amount BREE 43,146 -
Less: Amount to be amortised within B AR 12 AR
12 months B &80 (970) -
Amounts to be amortised after 12 months 78/ 121& A 14 # £
ZEH 42,176 -

T # B E At & A R 2 AlJiangsu Zhongnanhui
Petrochemical Storage Company Limited*, “Zhongnanhui”),
which became a subsidiary of the Company on 22 November
2016, agreed with ) Lk X 28405 32 & B (Management
Committee of Jiangsu Dafeng Harbour Economic
Development Zone*, “Management Committee of Dafeng”)
and JI# K 28 #ZE K % E E R 2 7 (iangsu Dafeng
Harbour Holdings Limited* ,”Jiangsu Dafeng”), a company
wholly owned by the Government of Yancheng Dafeng port,
Jiangsu Province, the PRC (the “Government of Yancheng
Dafeng”) to pay RMB19 million to Management Committee
of Dafeng and Jiangsu Dafeng which would apply for the
certificate of land use right of a piece of land located in
Yancheng Dafeng on behalf of Zhongnanhui from the Bureau
of Land and Resources of Yancheng Dafeng.

In the opinion of the directors of Zhongnanhui, as an incentive
for investments in the location, it was the intention of
Management Committee of Dafeng and Jiangsu Dafeng to
bear the additional purchase cost if it exceeded RMB19
million.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016

TETPEELLEREBRAR(FEE]
R-E—RE+—A-+ZBRAXRITZ
WEBAR) BTHALECEREREES
([REEBZETG|) MIGALGETERER
BRAR(NDI&HAE ] AR BT&HS Ei
RNEEBN ([BRALBS ) 28HBEB 2R
ANHBE  MALEZESRIHALTM
AR 19,000,000 7T LA 2R 1 FE B — 18 AL
REEH K 2 + b (A B3 K 2B + &R 5
BT -

THEEERR FRERENZILER Z 8
B REBEZE G IHNGHEAEBLEA
E2#£ 19,000,000 7T 2 FESINE B A AN o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

PREPAID LEASE PAYMENTS (Continued)

In March 2011, Zhongnanhui entered into an agreement with
the Bureau of Land and Resources of Yancheng Dafeng
pursuant to which Zhongnanhui was granted with the land use
right of that piece of land at a consideration of RMB36.5
million. Management Committee of Dafeng and Jiangsu
Dafeng paid the whole amount on behalf of Zhongnanhui
including the excess portion of consideration of RMB17.5
million.

In accordance with confirmation from Management
Committee of Dafeng and Jiangsu Dafeng, Zhongnanhui had
no further obligation in respect of the grant of the land use
right apart from RMB19 million payable to Management
Committee of Dafeng and Jiangsu Dafeng, of which RMB18
million was paid by Zhongnanhui up to 31 December 2016.

Upon acquisition of Zhongnanhui by the Group, the prepaid
lease payments were valued at RMB38.7 million. The prepaid
lease payments are amortised over the remaining leasehold
period of 45 years. As at 31 December 2016, the prepaid
lease payments were pledged to secure bank borrowings as
stated in note 25 to the consolidated financial statements.

PREPAYMENTS FOR PURCHASE OF
PROPERTY, PLANT AND EQUIPMENT

In 2010, K &8%8 % 0 B R & £ 2 7] (Dafeng Harbour Port
Limited Liability Company*, “Dafeng Harbour Port”), a
indirect wholly owned subsidiary of the Government of
Yancheng Dafeng, commenced, with the consent of
Zhongnanhui, the construction of five storage tanks, an
ancillary office building and a switching room (the “Dafeng
Harbour Port’s Properties”) on the leasehold land of
Zhongnanhui for which no agreement has been signed
between Zhongnanhui and Dafeng Harbour Port. However, in
the opinion of the directors of Zhongnanhui, it was the
intention of both parties that the Dafeng Harbour Port's
Properties would be transferred to Zhongnanhui at a mutually
agreed price.

In November 2013, Zhongnanhui entered into an agreement
with Dafeng Harbour Port, pursuant to which Zhongnanhui
agreed to assist Dafeng Harbour Port to complete the
remaining construction works of the Dafeng Harbour Port's
Properties (the “Follow-up Works”). As at the date of
acquisition of Zhongnanhui and 31 December 2016, the costs
of the Follow-up Works paid by Zhongnanhui were
RMB7,529,000 (approximately HK$8,801,000) and
RMB7,498,000 (approximately HK$8,372,000) respectively.

Dafeng Harbour Port allowed Zhongnanhui to use the Dafeng
Harbour Port’s Properties since the completion of the Follow-
up Works in 2015 without consideration for which no
agreement has been signed between Zhongnanhui and
Dafeng Harbour Port. Dafeng Harbour Port guarantees that it
will compensate Zhongnanhui the costs of the Follow-up
Works with reference to the value of the Follow-up Works, to
be valued by an independent professional qualified valuer, at
the date when Dafeng Harbour Port rescinds the grant of use
by Zhongnanhui of the Dafeng Harbour Port’s Properties.

17.

18.

EAHEESR®

RZE——F=F FEERERAEHL
BIRBEI M Bt PREUREAR
# 36,500,000 JL AR5 5% L th 2 £ HbfeF AR 4 o
jiﬂ/%?\a TEHARERERTIHESN2
FRE PEARAEBR B, ARK
17,500,0007% o

BARBZBEMTHANLHER  BRENK
%i’éé,‘%aﬁl*ﬁ ZHRBEBARE
19,000,000 T(HBE_E—RF+_A=+—

H EP?#?)EEiﬁﬁqj/\Eﬁ%m 000,0007T)
S P EDESR A EG L E R AR
Bff-

AREBWBEFEER  ENHEENKZ(EE
/3 AR 38,700,000 7T ° J’Eﬂﬁﬁfﬁ A
MERHB(ANASF) N - R-F—RF
—I— A=+—8 ENHEENE Eﬁ?ﬁﬂuﬂi
BRTEE (REEPBRRMFE25) -

BEVE BERREZEN

IR

R-_Z—2F  REBEBEOAREELA
(Fﬁﬂxt/a/a Al ERAERFZEES
BB AR R EEMSHEE T FER

R  —REERLEL —EALEE
(Fﬁg}i}%}%ﬂﬁ#@iJ) BRARRETEE

EETRHEREREASHEEOREN

AT FREEERR  EH A BN
ET;?;’;E(T’(%H#?&E/E/% OMEBZETHE
JE ©

RZZE—=F+—H v EAKEFEH
ORIt Bt PREREH AL
BAOTRALESEBOWESTERTE
([BEIR]D RURBIFHEZEER_-F
—RNFt+-A=t—"H FTEHERRBREIR
T ZRAD R A ANRET7,5290007T (4
8,801,0007% 7t ) & A R 7,498,000 7T ( 4J
8,372,00087T) °

E T-NFRETRTRIAK - KEEE

EARMTREREERAESEEOY
% HERFERAREREBELEORER
& o KEEEBORE - HBNBUERTE
ERDALEEBOMEREAEE AT
ERERETIZZKA  SE2RBIEE
BERGEMREEIREGETNET

ERMENERHERAR
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19.

INTERESTS IN ASSOCIATES

fEIEBEFE

Share of net assets

19.

REE QT 2

Particulars of the associates, which are unlisted corporate
entities, principally affected the results or financial positions
of the Group are as follows:

Place of

establishment

and principal
Form of place of

Name of associate business operation

RIEER
FEERBY

KENTER

e 35l

Full & Fame Oil Product Agency Limited  Incorporated Hong Kong
EERhERRBEERAR Bauna B

Echo Chain Shipping Limited Incorporated Hong Kong
ARRBEERRF Bauna B

Vanco Logistics Limited Incorporated Hong Kong
EEMRERAR Bauna 0 1

Relationship with major associates

Full & Fame Oil Product Agency Limited supports the Group's
cost control strategy in provision of fuel cards segment.

Echo Chain Shipping Limited diversifies the brand name of
feeder services of the Group in Zhongshan and Zhuhai,
Guangdong Province and explores feeder service market in
Jiangmen, Guangdong Province.

All of these associates are accounted for using the equity
method in the consolidated financial statements.

Summary of financial information in respect of each of the
Group's material associates is set out below. The summarised
financial information below represents amounts shown in the
associates’ financial statements prepared in accordance with
HKFRSs.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016

Issued and

paid up capital

BRTR
BARRA

HK$2
28T

HK$10,000
10,000/ 7
HK$120,000

20,0007 7T

2016 2015

—®-XxE  —T-nF

HK$'000 HK$'000

TR TR

6,744 8,728
FEREAREEARMHRRZBENT

(GELMEEER)HBENT -

Proportion of
ownership interest Principal activities
Fi R & Lt ) IRRH

Group’s  Indirectly
effective held by
interest  subsidiaries

A%E  HELR
ERER BEER

50% 50%  Provision for fuel cards

RRMER

50% 50%  Provision of feeder shipping

services

REXEMERT

50% 50%  Provision of transportation

services

RISERRY
REIBHEQTZEHE

B EOMEMMEARQAHAEERE
PEPRELR 20 80 2 AR I 5B

AEMBERAFTRERET LT RIKEN
ERAKREXGREZMENEGE  XRNE
RAETPIMRAB AR

PA %0 E R R R A RIEN ARG B 7%
BRARK °

BRAAEESIEME N ZMBENE
FIWT - U T BERRBRREREY
BREEARE B E AR BHRERATE
gﬁ o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

19. INTERESTS IN ASSOCIATES (Continued) 19. )}'{\\Hﬁﬁ% NI Z*Eé ()
(A) Full & Fame Oil Product Agency Limited (A EERHERREARAT
As at 31 December
nt+=—B=+—H
2016 2015
= ] s
HK$'000 HK$'000
THET T T
Current assets mENVEE 12,873 17,915
Current liabilities mEaE (6,916) (9,267)
Net assets BEFE 5,957 8,648
Proportion of the Group's ownership REENTEA EER LD

interest 50% 50%

Carrying amount of the Group's interest ~ REBE I Q7] 2

in the associate ERRMEE 2,979 4,324
The above amounts of assets and FEENEBESHEAE

liabilities include the following: ATN&RIA -
Cash and cash equivalents RERBEEZED 2 3

Year ended 31 December

BEt+t-—HA=1+—HLEE

2016 2015
—E-RE —T—h¥
HK$'000 HK$'000
FE T FHT
Revenue W zs 4,897 10,548
Loss and other comprehensive loss FABEREMEEERE
for the year (2,690) (24)
Share of associate’s results il N e
Loss for the year FNEE (1,345) (12)
The above loss for the year includes FMERNEEBENTEIE :

the following:

Income tax expense FriS®if 2 - -
The above financial information is prepared using the B RE R TR B R 2 B BT R A AR
same accounting policies as adopted by the Group. FlEstBRER -

LERMERRRBERAT
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

19. INTERESTS IN ASSOCIATES (Continued) 19. REEE RN T 2R ()
(B) Echo Chain Shipping Limited (B) MEMBEERALE
As at 31 December
Rt+t=B=+—H
2016 2015
—E—REF —ET—AhF
HK$'000 HK$'000
THET FETT
Current assets mEVEE 10,583 11,358
Non-current assets IEmBEE 840 1,072
Current liabilities mEasE (5,083) (6,252)
Non-current liabilities ERHEE (109) 79)
Net assets BEZFE 6,231 6,099
Proportion of the Group’s ownership REEEIEEREERLLD

interest 50% 50%

Carrying amount of the Group's interest ~ AREE B E RG] 2

in the associate A 3,116 3,050
The above amounts of assets and rTHEEMGESBERE

liabilities include the following: AT
Cash and cash equivalents ReERRESEEY 2,149 1,394

Dafeng Port Heshun Technology Company Limited
Annual Report 2016



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

19. INTERESTS IN ASSOCIATES (Continued) 19. REtE N T 2= (2)
(B) Echo Chain Shipping Limited (Continued) (B) MEBMBEARAT &)

Year ended 31 December
BEt+t-A=1+—HILEE
2016 2015

—E—XRF —E—hF
HK$'000 HK$'000
FExT FHT

Revenue WS 44,199 46,460

Profit and other comprehensive income 4 A% A1) 2 H i 2 W 25

for the year 733 1,530
Dividends received from the associate FAE U E QR IRE

during the year 300 450
Share of associate’s results FEL S A REE
Profit for the year FRm A 366 765
The above profit for the year includes FEREMNBEATEIEA

the following:

Depreciation e 322 305
Interest income FEUA 5 3
Income tax expenses i8R x 159 328
The above financial information is prepared using the bt BA S & R T % B AN = (B PR B AR AR
same accounting policies as adopted by the Group. e ERR -

The aggregate information of associates that are not A7 SEME Bl B8 K 2 Bt & N B = 48 & £
individually material is summarised as follows: FI N

As at 31 December

Rt+t=B=+—8
2016 2015
—E—XxF —ET—AhF
HK$'000 HK$'000
FE T FATT
Carrying amount of the Group's interests ~ RE BRI E AR 2
in the associates R EREE 649 1,354

LERMERRRBERAT
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

19. INTERESTS IN ASSOCIATES (Continued) 19. REtE N T2 == (2)

Year ended 31 December

BE+-A=1+—-HLEE

2016 2015
—E—AE —ET—hHF
HK$’'000 HK$'000
TFHExT T
The Group's share of profit/(loss) and REEEEEEQFFA
other comprehensive income/(loss) of wH(E518) kEMm2E
the associates for the year Wz, (E518) 389 (432)
The above financial information is prepared using the BB R iR AR E E AR 2 5t
same accounting policies as adopted by the Group. B iR a o
The Group has disposed of its 50% interests in /M T13E Eﬁq AEBHEEREMNTEEYRBR
EWi B BR 2 8 ("GZDZ") during the year. The Group NEN(TENBIE]) 2 50% 1% - Rz —=
shared losses of GZDZ of HK$77,000 (2015: HK$41,000) —RNEFE+-_RA=+—BHIFEETEESEHE
before the disposal during the year ended 31 December Bl REEEGEBEMNEIEZERA77,0005E
2016. TT(ZF—HF : 41,000/87T) °

20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 20, a[ft HEL RS E

2016 2015

—B—RF —T-0F

HK$'000 HK$'000

TE T FAT

Unlisted investment, at cost FELETRE - AR 8,806 -
The unlisted investments represent investment in unlisted IEEMREBTER — AT (REE
shares issued by a private entity, an investment holding DMK 2 REERERAR)#EITZIE
company incorporated in Samoa with limited liabilities. They WG Fﬂiﬁiiqiikﬁﬁmﬁﬁfﬁmﬁg‘l’
are measured at cost less impairment at the end of each 2 RAREERALATERGERTEMR
reporting period because the directors are of the opinion that FTEEREANS B REESETMEM
their fair values cannot be measured reliably given that the Reer SEtE - AEBEBER —FALEIKE

range of reasonable fair value estimates is significant and the FHEE -

probabilities of the various estimates cannot be reasonably
assessed. The Group has intention to dispose of the unlisted
investment within one year.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

INVENTORIES 21. 78
2016 2015
ZEB-RF —E—AhF
HK$'000 HK$'000
FE T FAT
Materials used for operation L AR 43 -
TRADE AND OTHER RECEIVABLES 22. B 5 R HEMEWRE
2016 2015
=EB—REF —E—AhF
HK$'000 HK$'000
FE T FAT
Trade and bills receivables BEZRWRER
EkWEE
— Third parties —FE=75 220,216 43,994
— Related parties — A 4,730 -
224,946 43,994
Other receivables H it e TR IR
Deposits, prepayments and other debtors &% « FA{TFIE K
HoAth pE U AR FR 28,576 16,054
Advanced payments to suppliers TE S M E P 1 5K 19,535 -
VAT refundable for export sales A8 2 AR [El
BEH 30,269 -
Refundable prepayment AR EIFE T RIR 22(b) 14,949 -
Loan receivable from a third party BUWE=FER 22(c) 10,941 -
Due from associates W & 1~ A1 5RIE 22(a) 882 1,404
105,152 17,458
330,098 61,452
The ageing analysis of trade and bills receivables, based on B SN N RN E R E B H 2 IR
the invoice date, is as follows: AT -
2016 2015
—E-AF —FE—AF
HK$'000 HK$'000
FE T TR
Outstanding balances which aged: REBHEHZIRER -
90 days or below 90 KBk LA 204,088 40,313
91-180 days 91E 180K 19,987 3,540
181-365 days 181 £ 365K 57/ 1
More than 365 days 365 KA E 814 140

224,946 43,994

LERMERRRBERAT
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

22.

TRADE AND OTHER RECEIVABLES (Continued)

The Group allows a credit period of 0 to 90 days to its trade
debtors. The ageing analysis of trade and bills receivables
which are past due but not impaired is as follows:

22. ESRHMEWRIE®)

AREBREEZREREEFETOEN0KRZIE
B8 - aMERRER S EEFE M ERE
BZREAMIAT

2016 2015

—EB—XxF —ET—AhF

HK$'000 HK$'000

T FAT

Neither past due nor impaired B A 360 BA R ARORU(E 166,600 28,077
Within 90 days 90 R LA 39,236 13,848
91-180 days 91E 180K 18,085 1,895
181-365 days 181 £ 365K 244 85
More than 365 days 365 KA E 781 89
Past due but not impaired 6 BB AR E 58,346 15,917
224,946 43,994

Included in the Group's trade and bills receivable balance are
debtors with carrying amounts of HK$58,346,000 (2015:
HK$15,917,000) as at 31 December 2016 which are past due at
the end of the reporting period but which the Group has not
impaired as there have not been any significant changes in
credit quality and the directors believe that the amounts are
fully recoverable. The management had reviewed the
subsequent settlement status and repayment history of these
customers and no provision for doubtful debt is considered
necessary. The Group does not hold any collateral over these
balances.

Receivables that were neither past due nor impaired as at 31
December 2016 and 2015 relate to a wide range of customers
for whom there was no history of default.

22(a) Due from associates

The amounts due are unsecured, interest-free and have
no fixed term of repayment.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016

REBZ EHRUGRIBERERR AR
RZB-RE+_A=t—HBREEHR
58,346,000/ 7T (ZF — R4 : 15,917,000/
TU) ZRWBRR - ARRFNBEHRES

B EARBEDARE REASEEERY
BLAEAEHRESHENZHRE LT

R EEECEHEARGEMRANZER
Pz ERRek R RH AR RRE L&
1 o AR E W WAL F AT A R o

R-E—RFEN_Z—HF+-_A=1+—
B - BEm AR E 2 R G IEE 2
B RS BREAR -

22(a) FEUWEEE A RIRKIR

EWFIETEER e REETEE
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Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

22. TRADE AND OTHER RECEIVABLES (Continued)

22(b) Refundable prepayment for application of

22(c)

right to use sea areas

On 6 September 2016, B K LM EERE 5 B R A &)
(Yancheng Dafeng Heshun International Trading
Company Limited*, "Dafeng Heshun Trading”), a
subsidiary of the Company, entered into an agency
agreement (the “Agency Agreement”) with a third party
(the "Agent”) in respect of the application of right to
use certain sea areas (the “Sea Areas Use Right”) in
Dafeng district of Jiangsu Province, the PRC. Pursuant
to the Agency Agreement, Dafeng Heshun Trading, as
a principal, engaged the third party, as an agent, to
apply for the Sea Areas Use Right on its behalf at a
consideration including agency fee and part of the
expected price for the Sea Areas Use Right of
RMB13,390,000 (approximately HK$14,949,000).
Subsequent to the end of reporting date, Dafeng
Heshun Trading and the Agent mutually agreed to
terminate the Agency Agreement without compensation
and partial consideration paid of RMB8,389,000 has
been refunded to the Group. The remaining balance
will be refunded to the Group in May 2017.

Loan receivable from a third party

On 16 December 2016, Dafeng Heshun Trading entered
into a pledged borrowing agreement with a major
customer of the Group's petrochemical storage facilities
business pursuant to which Dafeng Heshun Trading, as
a lender, advanced a loan of RMB9,800,000
(approximately HK$10,941,000) to the major customer,
as a borrower. The loan bears interest rate at 15% per
annum and is repayable within three months after the
date of release of the loan. A total of 4,000 tons
borrower’s oil products were pledged to Dafeng
Heshun Trading as a security for the loan. The entire
amount of loan has been settled by the major customer
subsequent to the reporting date.

* The official name is in Chinese and the English name is translated for identification
purpose only.

22. EZ R EMEWFIE®)
20b) REBEHERAEZTREEAENS

22(c)

IE

R-ZTB—XENANE  KRE ZH
BAREH KENIEFEERE S ERA
RI(TREMIEE S ) iR B E AR E
TEARLEAE T EEZERN(E
HERAENDE-—FZF=ZF(READ
I ARERE(TRERZ] - BIER
Bz KENBEZES (EABEEA)
ZREZAF=HF(EAREBA)RER
BETERAE REREREE LI
DHEFEBEABBERARE
13,390,000 7T (47 14,949,000 % 7T ) ° R
CHHEFRE  KREMIEE S RAE
ADHRZEEERIERERRE  mE
FE DR E AR S,389,000 T B R E
NEE - BRBR_ZE—+ERAR
EBAER-

BRE=ZFER

R-ZZE—XRE+-ZA+XHE " KZ2H
B2 S EAEE AR REMER—
HEBREFRIERER D - Bt
REMIEE S EAER)AZEEE
EP(EREA)IBNERARKE
9,800,000 7T ( 410,941,000 7T ) » &
SIBFEFEASER L - WARERE
HEAR=-EANEE - EHEH
4000 HERBE LR T RERMIEZ
S EAERBERZERR - Z&=E
DEFENREARELEEZER
T o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RME

Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

23. CASH AND CASH EQUIVALENTS AND 23. BENIBREEBYLURE KM
PLEDGED BANK DEPOSITS $BITER
Cash at bank earns interest at floating rates based on daily RITHSEES A RITERN R Y 8 F =
bank deposit rates. BEELF B o
23(a) Pledged bank deposits 20 SIKPRITER
At 31 December 2016, pledged bank deposits of the NGRS B SR EMI I8 AT - R =
Group are pledged for issuing guarantees to several E—XNEF+-_HA=+—H8 Xx£BEE
suppliers to maintain business relationship as IR T E B VR - st deis
mentioned in note 38 to the consolidated financial FERAMAR 2 B IERG IR (R o
statements.
24. TRADE AND OTHER PAYABLES 24. BZ R H A ENFRIE
2016 2015
—E-RE —F—RHF
HK$'000 HK$'000
FERT FAT
Trade payables B S ENRIE 156,784 26,348
Other payables Hi BN FKIR
Accrued charges and other creditors JESHE A R E At
FEfTERR 23,213 10,507
Advanced receipts from customers WEZ P #R 13,377 -
Construction costs payable R AR 8,628 -
Salaries and bonus payable JES e MIEAT 10,301 3,050
Deposits received in respect of asset MIFEHEEE
held for sale I EET & 35 2,600 -
Amounts due to ex-shareholders of JE At E AT AR SR SR IE
Zhongnanhui 34(b) 65,163 -
Amount due to an ex-director of e EERTE R RIA
Zhongnanhui 34(b) 11,155 -
Other loans from a third party REE=FA2HMEHK 24(a) 37,400 -
Due to associates FEN B E A T8 24(b) 6,813 8,006
Consideration payable in respect of TR R LR
acquisition of Dafeng Logistics R (E 34(e) 31,541 -
210,191 21,563
366,975 47,911

Dafeng Port Heshun Technology Company Limited
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

24. TRADE AND OTHER PAYABLES (Continued)

The ageing analysis of trade payables, based on invoice date,

is as follows:

24, ESRHMENSRIE®)

HHRNFBRREZEARZREDNTAT

2016 2015

—E—RE —E—hHEF

HK$'000 HK$'000

TFH T FAT

90 days or below 90 R IAK 148,406 22,664
91-180 days 91 = 180K 8,378 3,684
156,784 26,348

24(a) Other loans from a third party

The amount represents the loans from an independent
third party (“the Lender”) located in the PRC. In
accordance with the loan agreements and
supplementary agreements (the “"Loan Agreements”)
entered into between the Lender and Qianhai Mingtian
(as defined in note 30 to the consolidated financial
statements) in July and December 2016, the outstanding
balances are interest-free, unsecured and repayable
within one year.

In February 2017, Qianhai Mingtian, the Lender and Mr.
Wu (as defined in note 30 to consolidated financial
statements) entered into a debt assignment agreement
pursuant to which the Lender agreed to assign and
transfer and Mr. Wu agreed to accept and assume the
rights and obligations as stipulated in the Loan
Agreements.

24(b) Due to associates

The amounts due are unsecured, interest-free and have
no fixed repayment term.

%) REE=FzHMERK

ZHRERE —BURTEZEIE
=HTERAD ZER - REBEERA
HEFEAR (EE LG M RRME
R =_FE-—RFLARTZARIZZ
B Mm s (Bl -
REEEHRB/RE - BEMIAER—
FREE-

R-ZT—tF A AIBHX ER
ARRFE (ERBGREPHEREME
30) R B TR - Bt - EFXA
RAELErEEMRTERBERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

25. INTEREST-BEARING BORROWINGS

25.

StEEE

2016 2015
—E—XE —E-—hF
HK$'000 HK$'000
THET T
Loan from a third party REE=FAZEX = 1,000
Bank loan RITERX 20,095 -
Obligations under finance leases RUE M EAE 26 40,835 4,031
60,930 5,031
Current portion BIERER 5>
Portion of interest-bearing borrowings R—FRNEEEEZ
due for repayment within one year STEEERS
— Loan from a third party — RAF=FZER - 1,000
— Bank loan — RITER 4,465 -
— Obligations under finance leases — REEEAE 13,694 1,834
Total current portion of interest-bearing 3T EEE
borrowings BNEAEL » 4258 18,159 2,834
Non-current portion JEBNHEARE 5
— Bank loan —RITERK 15,630 -
— Obligations under finance leases — BB TSR IE 27,141 2,197
Total non-current portion of interest- SHEEE ZIERNER
bearing borrowings gL 42,771 2,197
Total interest-bearing borrowings TEEEHERE 60,930 5,031

2016 2015
—E—RE —ET—HhF
HK$’'000 HK$'000
TET FETT

Analysed as follows: AW
Secured Vg 60,930 4,031
Unsecured it = 1,000
60,930 5,031

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

25. INTEREST-BEARING BORROWINGS
(Continued)

At the end of reporting date, the analysis of interest-bearing
borrowings due based on the scheduled repayment dates set
out in the loan agreements is as follows:

The above borrowings are repayable as

25.

A EERIRIAT B HIES

FTEEE®

RERR - B EEERER BRAH
SHEIEF BB ZMT

2016
—EB—xF

2015
—ET—hF
HK$'000
FAT

HK$'000
F#ExT

= -

follows:

— repayable on demand or within 1 year —IRESKeP 1 FARNEERE 18,159 2,834

— repayable after 1 year but within 2 years — A 1F&{E2FRERE 21,882 1,814

— repayable after 2 years but within 5 years — R 248 {B5FERNEE 20,889 383
Total interest-bearing borrowings STEEEESE 60,930 5,031

Pursuant to the loan agreement dated 28 July 2015 entered
into between Zhongnanhui and Jiangsu Dafeng Rural
Commercial Bank Co Ltd, a 5-year term loan facility of up to
RMB50 million (equivalent to HK$56 million) was made
available to Zhongnanhui. As at 31 December 2016, the loan
balance carries interest rate at prime rate plus 5.8% per
annum and is secured by prepaid lease payments as disclosed
in note 17 to the consolidated financial statements. In
addition, this loan was guaranteed by Jiangsu Dafeng up to
the extent of RMB30 million (equivalent to HK$33 million).

The obligations under finance leases carry interest at the
annual percentage rates of about 2.25% to 8.40% (2015: 2.25%
to 6.99%) per annum for the year ended 31 December 2016.

B ¥ " F JE EJiangsu Dafeng Rural
Commercial Bank Co Ltd FTE] ML HHI A=
—HEFLtAZ+tN\BZzERE  FEREE
Rt —% &%/ AR50,000,0007T (8%
$256,000,0008 ) x EEBERRE - 1
ZE-RFTZA=+T—RH  ERERKRE
BHRESMEFESBEFE - WAL E Y
SRR ST 17 PR ER TR A & (S FRAEHEHR -
AN - ZEERHIHEANEER  BERER
A A R 30,000,000 7T (#8574 33,000,000 7
JT) e

HEZT—R"F+-A=+—HILFE @

EHEAERFEANERBFHN2285EE
8A0E(=ZT—R4F : 225[EF6.99E)5T 8 o
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

26. OBLIGATIONS UNDER FINANCE LEASES BEAERE

RBERR - AEEREREVEREST

26.

As at the end of reporting period, the Group leased certain of

its motor vehicles (2015: motor vehicles and containers) under MHE(CE—FE AERER) - HE-T
finance leases. The average lease term is 3-5 years (2015: 3 —XNE+-"A=+—HIFEFEE  FHHEEBA
years) for the year ended 31 December 2016. 3ESFE(-E—FF : 34F) o

Minimum

lease payments

Present value of
minimum lease payments

RIEBE AR RIEBEMNRRE
2016 2015 2016 2015
—RE —ZE—FfF —RE —ZE—FF
HK$'000 HK$'000 HK$'000 HK$'000
THET AT TH T T
Amounts payable: JEfTFRIA
Within one year —FR 15,823 2,002 13,694 1,834
In the second to fifth years E_FEERF
inclusive (BHEEEMSF) 29,844 2,272 27,141 2,197
45,667 4,274 40,835 4,031
Future finance charges RIRFLEFAZ (4,832) (243)
Present value of lease HEAERE
obligations 40,835 4,031
Less: Amounts due for B AR 12 AR
settlement within 12 months EE 708 (13,694) (1,834)
Amounts due for settlement AR12EABEH
after 12 months Z A 27,141 2,197
The Group's obligations under finance leases are secured by AEBRMEREREN_-_Z— X F+_HA

motor vehicles with net book value of HK$44,339,000 (2015:
secured by motor vehicles and containers with net book
values of HK$2,250,000 and HK$1,712,000 respectively) as at

31 December 2016.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

27. DEFERRED TAXATION 27. EERIE
The movements for the year in the Group's net deferred tax RNEBERERIBERARAEE 2 a1
position are as follows: T
2016 2015
—B-RE —T-hF
HK$'000 HK$'000
FHET FAT
At beginning of the reporting period ¥R B (483) (634)
Addition — Acquisition of a subsidiary ANE —WE—FHNEAF
(note 34(c) (K3E34(0) (2,354) -
(Charged)/Credited to profit and loss wEZ (FIB),FTA (426) 119
Release upon derecognition of a subsidiary 4% |- 152 — @ A R BF AR bR - 32
Exchange difference [E 5 =58 102 -
At end of the reporting period REEBR (3,161) (483)
Recognised net deferred tax liabilities at the end of the REPLE K Y D EZE LR IE A & F A
reporting period represent the following: T&IF :

Assets Liabilities

aE &fE
2016 2015 2016 2015

—E-AF ~T-HF —B-AE —T-0F
HK$'000 HK$'000 HK$'000 HK$'000
FHLT  TET TR AR

Depreciation allowances PrERE = - (975) (483)
Fair value adjustments upon gL pNE L v
acquisition of subsidiaries N EFE - - (7,065) -
Tax losses upon acquisition of  WKEMIE A B 2
subsidiaries HiaEE 4,879 - = -
Deferred tax assets/(liabilities) ELEHBEE (AE) 4,879 - (8,040) (483)
Offsetting K H (4,879) - 4,879 -
Net deferred tax liabilities EEBEEESE = - (3,161) (483)
Unrecognised deferred tax assets arising from UTREMEERBRELEHEE
B
2016 2015
—E-AF L
HK$’'000 HK$'000
THET FET
Deductible temporary differences AR R = %R 23,427 654
Tax losses THIEEE 40,469 30,738
At end of the reporting period RNBEHR 63,896 31,392
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

27.

DEFERRED TAXATION (Continued)

No deferred tax asset has been recognised in respect of such
these items due to the unpredictability of future profit
streams. The expiry dates of unrecognised tax losses are as

follows:

27. EERIE 2

R ERTBAARICHEFIHOR - M ERZE
HEBRELCHBEE - AMERREEBEBZ
FERWT ¢

2016 2015
—E—XRE —ET—hF
HK$'000 HK$'000
THET TET
Tax losses without expiry date Eugaper El TiIAEE 39,750 29,797

Tax losses expiring on 31 December 2021 A-_Z—-—F+=-A=+—H
W%MEEE 719 -

Tax losses expiring on 31 December 2020 M-_Z-_ZH+_-_A=+—H
B AT AR R = 941

Tax losses expiring on 31 December 2019 R-_E—hF+=-A=+—H
I HI AR R = -

Tax losses expiring on 31 December 2018 MZZ—\F+=-—A=+—H
N EIREER = -

Tax losses expiring on 31 December 2017 M_Z—t&F+_-_A=+—H
BT AR R = -

Tax losses expiring on 31 December 2016 R-Z— X FE+-_HA=+—H
B HIR AR R = -
At the end of the reporting period REBEHR 40,469 30,738

Pursuant to the PRC Enterprise Income Tax Law, a 10%
withholding tax is levied on dividends distributed to foreign
investors by the foreign investment enterprises established in
the PRC. The requirement is effective from 1 January 2008
and applies to earnings accumulated after 31 December 2007.
A lower withholding tax rate may be applied if there is a tax
treaty between the PRC and jurisdiction of the foreign
investors. As at 31 December 2016 and 2015, no deferred tax
has been recognised for withholding taxes that would be
payable on the unremitted earnings of the Groups’
subsidiaries established in the PRC of HK$23,606,000 (2015:
HK$3,927,000). In the opinion of the directors, these
accumulated profits, at the present time, are required for
financing the continuing operations of the entities and no
distribution would be made in the foreseeable future.

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z—"F+-_A=+—HIFE

SHARE CAPITAL 28. fe 7k
2016 2015
ZE-RE “Z-hF
Number Number
of shares  Nominal value of shares  Nominal value
RAEE A Ri#E HfE
HK$'000 HK$'000
TART THL
Authorised: EE
Ordinary shares of HK$0.01 each ~ BREE0.015 7T
LR 10,000,000,000 100,000  10,000,000,000 100,000
Issued and fully paid: BROTRBERR
At beginning of year RER] 1,120,000,000 11,200 1,120,000,000 11,200
Placing of new shares fREHKRH (@) 168,000,000 1,680 - -
At end of year RER 1,288,000,000 12,880  1,120,000,000 11,200
Note a: MizEa -

On 30 May 2016, 168,000,000 ordinary shares of HK$0.01 each were issued by
way of placing at a price of HK$0.58 per share for cash consideration of
HK$97,440,000. The excess of placing price over the par value of the share
issued, net of placing expenses of HK$512,000, was credited to share premium
account.

SHARE OPTION SCHEME 29.

The Company adopted a share option scheme (the
"Scheme”) on 3 August 2013. The purpose of the Scheme is
to recognise and acknowledge the contributions that
participants have made or may make to the Group, to provide
participants with an opportunity to have a personal stake in
the Company with the view to achieve motivating the
participants to optimise their performance and efficiency for
the benefit of the Group, to attract and retain or otherwise
maintain ongoing business relationship with participants,
whose contributions are or will be beneficial to the long term
growth of the Group.

Participants include (i) any director and employee, consultant,
customer, supplier, agent, partner or adviser of or contractor
to the Group or a company in which the Group holds an
interest or a subsidiary of such company ("Affiliate”); or (i) the
trustee of any trust the beneficiary of which or any
discretionary trust the discretionary objects of which include
any director, employee, consultant, professional, customer,
supplier, agent, partner or adviser of or contractor to the
Group or an Affiliate; or (iii) a company beneficially owned by
any director, employee, consultant, professional, customer,
supplier, agent, partner, adviser of or contractor to the Group
or an Affiliate.

R-Z—NERA=1H 168,000,000 f% & K& E £ 0.01
Bz EERIARER0S8E T EBRETEE 2 AR
%17 WERIEA97,440,0008 7T » BCE BB HTEAT
AP EE (FIBREC &I 512,0005870) 2 & 8Bt AR %
BHR -

BRETE

ARBR -_E—=F )\ A = BIRA BT
2 (T5HE1)) - 53 B VB ESRAT R BE B8
KA REGEHAEEELERMZ2EE - M2
EERUBENANRBER BARRE  NE
Ha @2 REFIRRERR RAREAEE
M YRS RREHAEM A RFES
HEZRBEEBRE  MREZAERBER
REBENRARE 2 REIEE -

2EERRE $Eli$’§@%ﬁ$§ 52
NGBS VNG ZI‘HE & ([B @A E D) Em
EEkEE -#HRA TR HER K
B 5B ARERSREBRE (i) ARKE
BBARTANES RS - FEBA EX
AL EBF - HER  RE ABARER
FABRBRRAAZEFAETREEETY
REBLAALTZEAZRETRZZTA
‘i(iii)mﬁl‘i BEARMIMWES &8 -
wmAABREAL EP - fiEm - KE
é%’;/\ BRIAEEERER QR
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29. SHARE OPTION SCHEME (Continued) 29. BRAESTE »)

The directors may, at their discretion, invite any participant to
take up options. Options may be granted to participants
under the Scheme during the period of 10 years commencing
on the effective date of the Scheme. An option is deemed to
have been granted and accepted by the grantee upon the
duplicate letter comprising acceptance of the option duly
signed by the grantee and paying HK$1 by way of
consideration for the grant thereof.

The subscription price of the share options will be determined
by the board and shall not be less than the higher of (a) the
closing price of the shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant of the relevant
option, which must be a business day (b) the average closing
price of the shares as stated in the Stock Exchange’s daily
quotation sheet for the five business days immediately
preceding the date of grant of the relevant option and (c) the
nominal value of a share on the date of grant.

The maximum number of shares to be issued upon exercise
of all outstanding options granted and yet to be exercised
under the Scheme and any other share option scheme of the
Company must not in aggregate exceed 30% of the total
number of shares in issue from time to time. The total number
of shares of the Company which may be issued upon exercise
of all options to be granted under the Scheme and any other
share option schemes of the Company shall not in aggregate
exceed 80,000,000 shares of the Company, being 10% of the
total number of shares of the Company in issue as at the date
of approval of the Scheme unless shareholders’ approval has
been obtained. An option may be exercised during a period
to be determined by the directors in their absolute discretion
and in any event such period shall not be later than 10 years
after the date of grant of the option.

The maximum entitlement for any participant is that the total
number of shares issued and to be issued upon exercise of
the options granted to each participant under the Scheme in
any 12-month period shall not exceed 1 percent of the total
number of shares in issue of the Company. Any further grant
of options in excess of the 1 percent limit shall be subject to
certain requirements provided under the GEM Listing Rules.

At the end of the reporting period, no option has been
granted under the Scheme since its adoption.

Dafeng Port Heshun Technology Company Limited
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30. SHARE-BASED PAYMENT TRANSACTIONS

On 19 May 2016, AT/S R R E#E (R YI) B BR A A (Qianhai
Mingtian Supply Chain (Shenzhen) Company Limited*,
"Qianhai Mingtian”) was established by the Group in
Shenzhen, the PRC. Following the establishment of Qianhai
Mingtian, a service contract (the “Service Contract”) was
entered into between Mr. Wu Heng (“Mr. Wu") and Qianhai
Mingtian pursuant to which Mr. Wu was appointed as the
business general manager of Qianhai Mingtian for day-to-day
management of Qianhai Mingtian’s business operations from
19 June 2016 to 31 December 2016 (the “Initial Term”). The
term of the Service Contract shall be renewed and extended
automatically by one year on the expiry of the Initial Term and
on the expiry of every successive period of one year
thereafter, unless either party has given at least one month’s
written notice of non-renewal before the expiry of the then
existing term.

As part of the remuneration package for Mr. Wu's service at
Qianhai Mingtian, the Company has conditionally agreed to
allot and issue a certain number of the Company’s shares (the
“"New Shares”) to Mr. Wu subject to the financial results of
Qianhai Mingtian pursuant to the subscription agreement (the
"Subscription Agreement”) dated 19 June 2016 entered into
among the Company, Mr. Wu and other relevant parties.

The allotment and issue of the New Shares is subject to the
fulfillment of the conditions precedent set out in the
Subscription Agreement as follows:

(1) Mr. Wu has completed his term of employment for the
year ended 31 December 2016;

(20 Mr. Wu has duly performed his duties and
responsibilities as set out in the Service Contract and
the Subscription Agreement during his term of
employment with Qianhai Mingtian;

(3) the profit before taxation for the year ended 31
December 2016 of Qianhai Mingtian shall not be less
than HK$5,000,000; and

(4)  the listing of, and permission to deal in, all the New
Shares to be allotted and issued under the Subscription
Agreement being granted by the Listing Committee of
the Stock Exchange.
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

30. SHARE-BASED PAYMENT TRANSACTIONS

31.

(Continued)

Except for the approval from the Stock Exchange and profit
before tax of Qianhai Mingtian being not less than
HK$5,000,000 is subject to finalisation of audit, all other
conditions had been fulfilled. Accordingly, the management
recorded, with reference to the terms stated in the
Subscription Agreement, share-based payment expenses of
HK$3,063,000 (represented 60% of the profit before tax and
extraordinary items of Qianhai Mingtian for the year ended 31
December 2016) in the consolidated statement of
comprehensive income with a corresponding increase in
share-based payment reserve within equity.

* The official name is in Chinese and the English name is translated for

identification purpose only.

RESERVES
31(a) Share premium

Share premium represents the excess of the net
proceeds from issuance of the Company’s shares over
its nominal value. Under the law of the Cayman Islands
and the Company’s Articles of Association, it is
distributable to the Company’s shareholders provided
that the Company is able to pay its debts as they fall
due in the ordinary course of business after the
distribution.

31(b) Capital reserve

The capital reserve arises from the business
combination under common control in relation to the
reorganisation (the “Reorganisation”) for rationalising
the corporate structure in preparation for the initial
listing of the Company’s shares on the GEM of the
Stock Exchange. The Reorganisation was completed on
3 August 2013. The amounts represent the difference
between aggregate net asset value of the subsidiaries
and the investment costs in the subsidiaries.

The negative capital reserve represents the excess of
“total investment costs in the subsidiaries” over “the
aggregate net assets value of the subsidiaries”.

Dafeng Port Heshun Technology Company Limited
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31. RESERVES (Continued)

31(b) Capital reserve (Continued)

31(c)

Under merger accounting the net assets of the
combining entities are combined using the existing
book values from the controlling party’s perspective. No
amount is recognised as consideration for goodwill or
gain on bargain purchase at the time of common
control combination, to the extent of the continuation
of the controlling party’s interest. Accordingly, the
above mentioned difference has been recorded in the
capital reserve under merger accounting.

Exchange reserve

Exchange reserve of the Group comprises all foreign
exchange differences arising from translation of the
financial statements of the Group's subsidiaries in the
PRC. The reserve is dealt with in accordance with the
accounting policy set out in note 4 above.

31(d) Statutory reserve

The statutory reserves are reserves required by the
Accounting Regulations for Business Enterprises
applicable to the Company’s PRC subsidiaries. The
reserves can be used to reduce previous years’ losses
and to increase the capital of the subsidiaries.

31(e) Other reserve

31(f)

The other reserve has been set up to deal with the
changes in ownership interests in subsidiaries that do
not result in a loss of control. The difference between
the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or
received is recognised in other reserves.

Contributed surplus

The contributed surplus of the Company arose from the
Reorganisation. The balance represents the difference
between the nominal amount of the Company’s shares
issued and the consolidated shareholders’ fund of the
subsidiaries acquired during the Reorganisation.

3. @B
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31. RESERVES (Continued) 31. #E e

31(g) Share-based payment reserve

3o AR B EM 2 RFAF
The share-based payment reserve comprises the fair UARR 1D AR 7 e E e iE e
EEEMETURNAER IR S Z
NE - WIRERE SRR T4 P
SRR

value of share-based payment transactions dealt with
employees of the Group and is dealt with in accordance
with the accounting policy as set out in note 4 to the

consolidated financial statements.

32. CASH USED IN OPERATIONS 32. REFTABEE
2016 2015
—EB—XxF —ET—AhF
HK$'000 HK$'000
FE T FATT
Loss before taxation M FR A S 18 (32,522) (30,371)
Amortisation B 84 -
Depreciation e 16,582 6,143
Foreign exchange differences SNFE ZFE 455 (68)
Gain on bargain purchase (note 7, 34(f)) HEEE W (M7 - 34(9) (727) -
Impairment of property, plant and M - BEREERE
equipment 3,084 -
Interest income FLEMA (303) (310)
Interest expenses e 2,230 469
Share of results of associates FE(EEE & AR AR 667 2,415
Gain on disposal of property, plant and HEME  BE KRB W T8
equipment, net (4,280) (4,694)
Loss/(Gain) on disposal of an associate HE—EEE NG 2 EE () 1,141 (1,399)
Share-based payment VAR AR A B0 2 PR 3,063 -
Gain on derecognition of a subsidiary BIEER—ENE LRz s = (5,021)
Provision for committed minimum PTG B D WEAL & PE R
tonnage arrangement - 6,380
Cash flows before changes in working HEESEHIBRERE
capital: (10,526) (26,456)
Trade and other receivables B 5 & E A W FRIE (187,609) 18,284
Trade and other payables B 5 RHEMER A 122,622 (4,292)
Cash used in operations KEFTRAR® (75,513) (12,464)

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

33. RELATED PARTY TRANSACTIONS 33. BMELRE
In addition to the transactions/information disclosed BRiGAVBREHMSHMEER S B
elsewhere in the consolidated financial statements, the Group N AREE  ANEE BT ETTI
has the following transactions with the following related TS5 :

parties during the year:

2016 2015
—E-XE —E—RF

Related party relationship HK$’'000 HK$'000
AR T B R FE T T

Ocean freight income received from:

BEWARE :
Echo Chain Shipping Limited Associate 6,708 8,543
A2 M HR A A /NG

Ocean freight charge paid to:

BEWESANT
Echo Chain Shipping Limited Associate 924 145
A BB R A A /N

Management fee income received from:

ERBWAKRE :
Full & Fame Oil Product Agency Limited Associate 424 348
B EAOMERRERRAF YN

Equipment rental received from:

REHEERE
Echo Chain Shipping Limited Associate 601 732
A B HR AR - /NS
Vanco Logistics Limited Associate 108 116
PESE IR AR LA NS

Fuel and oil fee received from:

VIS u k=L =
Vanco Logistics Limited Associate 349 318
ESYR AR LA NS

Fuel and oil fee paid to:

VeI k=S EN
Full & Fame Oil Product Agency Limited Associate 18 1,417
B EAMERREBRAF NG

Logistics service fee received from:

MRRBERE :
KL FBEBOBRETAT (a), (©) Controlled by 4,522 -

a substantial
shareholder

F 3 E AR IR AR

LERMERRRBERAT
2168
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

33. RELATED PARTY TRANSACTIONS (Continved) ~ 33. BREE 5 35 53 (40

2016 2015
S

Related party relationship HK$’'000 HK$'000
AR 77 B R THERT T

Repair service fee paid to:
HIERBEXT
KL GEBEOBFRETAR (a), (c) Controlled by 3,834 -
a substantial
shareholder

¥ ERE ]

Fuel costs paid to:
BB T

BT R BB R o AR A A (@), (c) Controlled by 8,190 -

a substantial
shareholder
¥ EREIZE

Remuneration paid to key management (b)  Key management

personnel personnel
ENEZEE AR M TEEHREAE

Salaries and other benefits 5,059 1,506

e REAER

Contributions to defined 22 18

contribution plan

TEFB AL RGET IR
Notes: B 7E
(a) These related party transactions also constitute continuing connected (a) WA R FTHRE - ZEEE AR5 IMER

transactions under the GEM Listing Rules. BEERS -
(b) The remuneration of directors is set out in note 10(i) to the consolidated (b) EEHNEALRE B BwEMEE100) ©
financial statements.

() The related party is controlled by Jiangsu Dafeng. (0 sZ A T BT B K A o

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

33. RELATED PARTY TRANSACTIONS (Continued)

Provision of trading agency services by Dafeng
Heshun Trading

During the year, Dafeng Heshun Trading acted as a trading
agent and was either engaged by a customer to make
purchase on its behalf from a specified supplier or by a
supplier to sell products on its behalf to a specified customer,
with every transaction backed up by a tripartite agreement
(signed by all the participants: Dafeng Heshun Trading, the
supplier and the customer) stating that Dafeng Heshun
Trading shall not bear any risk and reward of the ownership of
the goods being traded at any time of the transaction. Under
this arrangement, the suppliers issue purchase invoices
addressed to Dafeng Heshun Trading while Dafeng Heshun
Trading issues sales invoices addressed to the customers.
This kind of trading agency services allows Dafeng Heshun
Trading to benefit from the prices difference of RMB0.6
million (i.e. the trading commissions) between the sales and
purchase transactions to cover the costs for administrative
works.

One of the suppliers, namely X 2 /8B BERE 5 B R R 7
(Dafeng Hairong International Trading Limited*, “Dafeng
Hairong"”), and one of the customers, namely Yancheng
Commercial are the wholly-owned subsidiaries of Dafeng
Harbour Port. Accordingly, Dafeng Hairong and Yancheng
Commercial are also the connected party under the GEM
Listing Rules. During the year, the Group acted as an agent to
purchase timber from Dafeng Hairong on behalf of its
customers and purchase scrap steel from suppliers on behalf
of Yancheng Commercial. The trading commission earned
from these two parties amounted in aggregate of RMB0.4
million.

The official name is in Chinese and the English name is translated for identification
purpose only.

33.

B AR @)
ENEESREESZRERE

FR RENMEEZEEEZRIE - —TE
EZBERREFPRAETHERFELRE 5
— I HEZEARHEAREEEFPHEE
i BERZGYFT A= ha (KRR
T(BMREMIBEE S  HEBLEP)ZE)
BRPRENMEEZ T EHRZMEMRFIE
mZFEEE EEMERREERET - RiF
ERZE HEBRAAENIEESHARE
BHE - MASMIEE 5 RIREF L EHEH
£ WHRESHREREEAEMIER H1ELA
XEREERP ZHEE AR 600,0007T
(BNZSME) AT TIERA

Hbh—2HEm AL EREEE S AR AT
(RG] REP—BEFPEHREE AKX
LEBEBOZE2EWBRR - Ht - KEE
B EE N AR ER EMRBIATE 2 H
BEAT  REFE  AEBUREAZTDSR
HEREPRANLGREBEARM IR B R
HEMEEEEN - BZMBA TR IR
SA&E LA AR 400,0007T °

ERMENERHERAR
2016 F 3R
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

34. ACQUISITION OF SUBSIDIARIES 34. WEEKE A E

(a) Acquisition of 100% of KX & 5% % 0O ¥ &K (a) WBAXEEBBOVMRERL

& PR 2 7l (Dafeng Harbour Port Logistics
Company Limited*, “Dafeng Logistics”)
(“Dafeng Logistics Acquisition”)

On 8 July 2016, Dafeng Heshun Trading, as the buyer
and Dafeng Harbour Port, a subsidiary of a substantial
shareholder, Jiangsu Dafeng, as the seller entered into
an equity transfer agreement (the "Equity Transfer
Agreement A") to acquire the entire equity interest in
Dafeng Logistics.

Dafeng Logistics is principally engaged in, amongst
others, providing land freight services for the customers
in Dafeng port, Jiangsu Province, the PRC. Dafeng
Logistics has benefited from the development of
Dafeng port, its wharfs and other facilities, which has
significantly increased the cargo-handling capacity and
container throughput of Dafeng port in the recent years.

All terms and conditions under the Equity Transfer
Agreement A were completed and fulfilled on 13 July
2016 and the transfer of the equity interest in Dafeng
Logistics has been successfully registered with the
industry and commerce administration authority in the
PRC on 13 July 2016. Following the completion of the
equity transfer, Dafeng Logistics became an indirect
wholly-owned subsidiary of the Company. Dafeng
Logistics Acquisition constitutes connected transaction
under the GEM Listing Rules.

B (T RE¥if 1) 100% = ([ K
SYRBEEE])

R-ZF—RFLANR  KREHMIEE
SERENBIERRIHAEZ
MEBARAESEEAN(WERETT)F]
S E S (B EGET )
AR X S0 2 RRARHE -

REYREIBRE(EFEE) STE
T#HEASBEPRMHEREERT -
MEREBZER  HBBAREMR
BeREEZEMRIBENRERM
AHEREZFEN KREVRIITEMR

PSS R 15 P R T AT A IR AR
ER-ZE-RFLAT=AEKKLE
B MASMRZEEEZENR -F
—ARFEAT=RAETEIEHTRE
ERRERL - REEZERTKE K
EYMRRRARBRZREEMB AR -
REMRKIBERBERAIZER TR
AIREHERS -

The official name is in Chinese and the English name is translated for identification
purpose only.
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Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

34. ACQUISITION OF SUBSIDIARIES (Continued)
(b) Acquisition of 100% of L& EEA 1L &

HBR 2 7 (Jiangsu Zhongnanhui
Petrochemical Storage Company Limited*,
“Zhongnanhui”) (“Zhongnanhui Acquisition”)

On 11 October 2016, the Equity Purchase and Debt
Settlement Agreement was entered into among
Zhongnanhui, Dafeng Heshun Trading, three
independent third-party vendors (the “Sellers”, namely
IR I {5 A 1% & 2K 8l A R 2 A (Zhuhai Huaxincheng
Investment Planning Company Limited*, “Zhuhai
Huaxincheng”), ¥k/8 18 % 7 %5 A IR 2 A (Zhuhai Hengyi
Commercial Company Limited*, “Zhuhai Hengyi
Commercial”) and % /& & # & & & R 2 7 (Zhuhai
Fucheng Investment Company Limited*)), 2k/81E32% &
B A A] (Zhuhai Hengyi Investment Company Limited*,
“Zhuhai Hengyi Investment”) and Mr. He Han, pursuant
to which Dafeng Heshun Trading has conditionally
agreed to acquire and the Sellers have conditionally
agreed to sell, the entire equity interest of Zhongnanhui
at the consideration of RMB40 million (equivalent to
HK$46.7 million) and the parties thereunder have agreed
to a debt settlement arrangement regarding the debt
owed by Zhuhai Hengyi Investment to Zhongnanhui in
the amount of RMB8,058,000 and the debts owed by
Zhongnanhui to Zhuhai Huaxincheng, Zhuhai Hengyi
Commercial and Mr. He Han in the aggregate amount of
RMB79,526,000.

As at 31 December 2016, the unsettled balances due to
Zhuhai Huaxincheng and Zhuhai Hengyi Commercial
(ex-shareholders of Zhongnanhui) amounted in
aggregate of RMB58,369,000 (approximately
HK$65,163,000) and balance due to Mr. He Han (ex-
director of Zhongnanhui) amounted RMB?9,992,000
(approximately HK$11,155,000). These balances are
unsecured, interest-free and repayable within one year
after the completion of acquisition.

The acquisition was completed on 22 November 2016.
The directors of the Company consider that
Zhongnanhui Acquisition is in line with the Group's
long-term expansion plan and would diversify its core
business by providing a more integrated logistics freight
services and broaden the Group’s revenue stream,
thereby enhancing the competitiveness of the Group.

The official name is in Chinese and the English name is translated for identification
purpose only.

34. WEMB AR &)

(b)

WE IHTRERLAERER
DB ([HEE]) 100% #z ([
AEWESEE])

RZZFB—X"F+A+—H #EE-"
KEMBEES  ZEBIF-_HEH
(TEF ] DRI BKEEEKRIERE
BRAR(KEEENK]) BREER
AEAERAR([HREEREK]) MK
HEHREERRAG)  WEERIRE
ERAR([HEERIEE]) RAEL
HRTVREBENESEE RS &
I KERMIBE SE KGR EWEM
EHEGRMRELETRERSIRE -
KB B A K #40,000,0007T (8 & R
46,700,000 7L) * MEJ NS HERE
—THEBEELH RAFRKEE
BREEARNTEEZEH (SEAAR
8,058,000 7T ) LA & R &3 JE R - TR
EEK - RBERABRAGEEZ
EB(2BE A ARET79,526,000
JL) °

R-E—XRE+-A=+—0H " ER
HEEEXREKEEREY (FRER
RR) o REZEBETABARE
58,369,000 7t ( #765,163,000/8 7T ) * M
EREEtE(PRENES) 2 &%
B AR 9,992,000 7T (4911,155,0007%8
J0) o REHBAERT 2B RAR
WEERIRTERE —FAEE -

WBEER -B—AF+—B-+=
AsER - AAREERS  PEHEK
MY A REE RS L
5EBIRHE M— L2 DR ER
BLRZLEBBRS L - AR
BAEERA R #TRSAEE
BE -

ERMENERHERAR
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

34. ACQUISITION OF SUBSIDIARIES (Continued)

(c) The following summarises the consideration paid and
the fair value of the identifiable assets acquired and
liabilities assumed, as well as acquisition-related costs at
the respective date of acquisitions:

34. WEMB LR #)

() MATHEIINZEKERMZEMNAKE
BRI BRI EERAAZEREZA
FEARUIERERIRA -

Dafeng

Logistics Zhongnanhui
Total
)
HK$'000

TRT

Acquisition
ENRWEEER
HK$'000
TAL

Acquisition
TEEREEE
HK$'000

TRL

Consideration paid in cash BENBEENRE 21,274 46,756 68,030
Consideration payable (note 34(e)) JERRE (P55 34(e)) 39,509 - 39,509
Total @t 60,783 46,756 107,539
Recognised amounts of identifiable assets ~ FiliB R EER IAEEEZ
acquired and liabilities assumed: BALE:
Property, plant and equipment mE - BENEE 52,415 98,178 150,593
Prepayments for purchase of property, plant BB - BiE Kk iE 2 BT 708
and equipment - 8,801 8,801
Prepaid lease payments ENHEMNK - 45,260 45,260
Inventories FE 46 - 46
Deposit for finance lease arrangement MERERH 7R 4,435 - 4,435
Trade and other receivables 25 R EhENEE 71,665 1,961 73,626
Tax recoverable A EFIE 12 - 12
Bank balances and cash BITEBRRES 1,146 619 1,765
Deferred tax assets BRFREE - 5,108 5,108
Deferred tax liabilities EREFERE - (7,462) (7,462)
Trade and other payables B 5 REMENFE (24,619) (98,344) (122,963)
Bank borrowings RITEE - (22,209) (22,209)
Obligations under finance leases MEREAE (43,590) - (43,590)
Total identifiable net assets ARREERELHE 61,510 31,912 93,422
Goodwill arising on acquisition (note 16) BEREEDE (HF16) - 14,844 14,844
Gain on bargain purchase (note 7, 34(f)) SERERE (M7 - 34() (727) - (727)
60,783 46,756 107,539
Net cash outflow on acquisition of subsidiaries WK B2 7 2 H & 7 B8
Consideration paid in cash NHRERE (21,274) (46,756) (68,030)
Bank balances and cash acquired from the BERBRBARZBTEBREAS
subsidiaries 1,146 619 1,765
(20,128) (46,137) (66,265)
Acquisition-related costs WEBRER A 793 2,018 2,811

Dafeng Port Heshun Technology Company Limited
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Year ended 31 December 2016 HE—Z—"F+-A=+—HILFE

34. ACQUISITION OF SUBSIDIARIES (Continued)

(d)

The goodwill is attributable to the synergies of the
acquired businesses expected to arise after the Group's
acquisitions. These benefits are not recognised
separately from goodwill because they do not meet the
recognition criteria for identifiable intangible assets.
None of the goodwill recognised is expected to be
deductible for income tax purposes.

Acquisition-related costs have been excluded from the
consideration transferred and have been included in
“administrative expenses” in the consolidated
statement of comprehensive income.

Included in the revenue for the year ended 31
December 2016 are approximately HK$55,917,000 and
HK$936,000 attributable to the additional business
generated by Dafeng Logistics and Zhongnanhui
respectively. Loss for the year includes loss of
approximately HK$10,625,000 and HK$132,000 incurred
by Dafeng Logistics and Zhongnanhui respectively.

If the business combinations effected during the year
had been taken place at the beginning of the year, the
revenue and loss for the Group would have been
HK$649,400,000 and HK$31,018,000 respectively. This
pro-forma information is for illustrative purposes only
and is not necessarily an indication of revenue and
result of operations of the Group that actually would
have been achieved had the acquisitions been
completed on 1 January 2016.

34. WEMB AR &)

(d)

BEREASEETRBSTERAIE
TP ES 2 HRNE - h
RZEMNBETTEARMAIETEEZ
ERZE WA EEHEDFHRER -
BHMECEIAREIRRIOGMAE
i o

BB A D WA EERET SR -
Wt AR 2 ERERE M7
A o

HE_Z—R"E+TA=+—HLHF
Bz WaeiEReyn kP EEMS
REEHNETE 9 B #55,917,0007% 7T &
936,000 7T - FAEEBIFERED R
KA E PR BT 18 9 B 49 10,625,000
77T % 132,00078 7T ©

HFERAERES S HFRFIET
AIREEZRGERERED R
649,400,000 % 7T % 31,018,000/% 7T °
ERBEEREHRGARE  T—F
R IBEER —F—RF—H—
FEZKASEERAER 2 Wa R

ERMENERHERAR
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

34. ACQUISITION OF SUBSIDIARIES (Continued)

(e) Pursuant to the Equity Transfer Agreement A in respect
of the acquisition of Dafeng Logistics, Dafeng Heshun
Trading was required to pay Dafeng Harbour Port 35%
of the total consideration, i.e. RMB18,200,000
(approximately HK$21,274,000), within three business
days and the remaining 65%, i.e. RMB33,800,000
(approximately HK$39,509,000 as at the date of
acquisition and HK$38,418,000 as at 31 December 2016)
no later than one year after the completion of
acquisition. The outstanding consideration payable is

interest bearing at 4.35% per annum.

Subsequent to the acquisition, Dafeng Heshun Trading,
Dafeng Harbour Port and a related party entered into a
debt assignment agreement pursuant to which Dafeng
Heshun Trading agreed to assign the amount due from
the related party of HK$6,877,000 to Dafeng Harbour
Port. Accordingly, the consideration payable to Dafeng

Harbour Port decreased by HK$6,877,000.

(f)  The gain on bargain purchase was the variance between
the consideration and the net asset value acquired after
commercial negotiation with the seller, Dafeng Harbour

Port.

(g) The fair value of trade and other receivables at the date
of acquisitions amounted to HK$73,626,000. The gross
contractual amounts of those trade and other
receivables acquired amounted to HK$73,626,000 at the
date of acquisitions, of which no balance is expected to

be uncollectible.

35. NON-CURRENT ASSETS HELD FOR SALE

On 30 November 2016, Golden Ocean Warehouse &
Transportation Limited (“GOWT"), an indirectly wholly-owned
subsidiary of the Company, entered into a sale and purchase
agreement and a supplementary agreement (collectively the
“Sale and Purchase Agreements”) with an independent third
party (the “Buyer”) pursuant to which GOWT agreed to sell
and the Buyer agreed to acquire a barge (the "Barge”) held
by GOWT at a consideration of HK$2,600,000 with effective

from 20 January 2017.

As at 31 December 2016, the carrying amount of the Barge of
HK$149,000 was classified as “Assets held for sale” while the
consideration received in advance of HK$2,600,000 was

grouped under other payables.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016

34. WEMB LR #)

35.

(e) WRIFABUIERLY R REEER
FFR O OKRLMBEZERZELEH
WEALEESO L HHEREZ35%
(BN A B2 118,200,000 7T (49 21,274,000
BT ) H #65%( Bl A R ¥
33,800,000 7t (£9 39,509,000 7% 7t (A Uk
8% B ) 138,418,000 7T (R ZZ — X
F+ZA=+—8)))ARKESER
g —FRIN - B RERBRSE
FZ435EFS o

ETWRIEEEE  KEMEZS - X
LEBEBOR— @ AR L ERE
EE o Bt REREZEZREM
AN LGB Ok e IR B T SR
6,877,000 7T - AL - BRI KEES
&0 Z RER L 6,877,000/ 7T °

() FEBERZANEEMKBEETF
BE(REFEHTRYFEEOMEERR
S FEZ%E

(9) BEHREMEBURRERKER 2 AT
18 /573,626,000/8 7T ° T EZ 5 &
7 REMEUEREER 28048
#H /373,626,000 7T - E A7 R 45 ER
B E -

FEHEFRRBEE

RZEBE—RF+—A=+H AQaEE:
EHBARS LA BEEHBERAR(S¥A
BiEH ) B2 B E=r (85 ) s
B RBEGS (GERSEERS])
Bl S¥ABERREHETNETREK
B meEABEERE BB
1) - FRIEA2600,00087 - B =F—+%
— A=t BB -

RZE-—RF+A=+—HB KREHER
149,000/ 8 T2 B M D BRI HEHEEE ]
i ¥8 WA /& 2,600,000 7 7T Bl £7 & 70 E A &
FRE
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36. COMMITMENTS
(@) The Group as lessee

At the end of the reporting period, the Group had total
future minimum lease payments under non-cancellable

operating leases (other than Shipping Slot Charter
Agreement (4 M i %) & [Fl) mentioned below) which
are payable as follows:

36. EE
(a) AEEEREEA
R R - R AR BT

ME(TXmdmBERSRRIN T
BRNRRKEHENREENT ¢

2016 2015
—E—XREF —E—hHF
HK$'000 HK$'000
FERT FABT
Within one year —F R 9,986 3,245
In the second to fifth yearsinclusive F-FEZFHF(BIEEEME) 13,452 2,847
23,438 6,092

Operating lease payments represent rental payables by KEHENREREERRAE
the Group for its office premises, dormitories, = BRHRE NS $§%J7§1"JLZ$E$ °

transportation equipments and a parking lot. Leases are
negotiated for terms ranging from 1 to 5 years with
fixed rentals.

The Group has entered into two kinds of agreements,
namely Shipping Slot Charter Agreement (#iAHiE S & [7)
and Usage Priority Agreements.

The charges under Shipping Slot Charter Agreement
(A5 AHiE %5 [A) are usually calculated based on usage
volume. Accordingly, there is no significant non-
cancellable commitment as at 31 December 2016.

According to the Usage Priority Agreements, the Group
has the exclusive preferential right to use one vessel
(2015: two vessels) and to acquire the interest or to
obtain the sales proceeds of disposal, which has to be
approved by the Group in advance, of the vessel. The
Group has control over the vessel and its net book value
has been recorded under property, plant and
equipment accordingly. Therefore, there was no
operating lease commitment in this regard as at 31
December 2016 and 2015.

%
MEEBNF1ES5F > HEEE °

AEBECFTIMBHE - 25 AMMA
BRERMERERRZ -
MAMERAREBE NME -—RIRERE

FE-AN RZE—XNF+ A
=+ — R E AT AU AEE o

BRIEELEARE  2EEEBRE
SREGER MR CE 1T W
WAL RERF B SIS R EZMm 2
FriS5kIE - A AEE S LA -
REBEHZMMBERIZEGE  ERE
FEREMRYE - BFE MEEE TG
o B RZTE—RNFRZT—HA
F+-AZ+— BT ERULELLS
FAEHAIE -

BRAENERHERAE
2016 3
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36. COMMITMENTS (Continued)
(b) The Group as lessor

The Group leases out its container handling vehicle
under operating lease with a lease term of around 4
years. The future aggregate minimum rental receivables
under non-cancellable operating leases are as follows:

36. EIE )
(b) xEBEAHBEA
AR TS A A

HE - BB RAF - TAEHKEHE
SETARKERYHS AT -

2016
—g_x&

2015
—T—AF
HK$'000
FET

HK$'000
FET

Within one year —F R 1,495 -
In the second to fifth years inclusive FE-FEZFERF (BIEEHEEMF) 4,859 -
6,354 -

37. FINANCIAL INSTRUMENTS

(@) Financial risk management objectives and
policies

The Group's principal financial instruments comprise
interest-bearing borrowings, amounts due from/to
related parties, available-for-sale investment and bank
balances and cash. The main purpose of these financial
instruments is to raise and maintain finance for the
Group's operations. The Group has various other
financial instruments such as trade and other receivables
and trade and other payables, which arise directly from
its business activities.

The main risks arising from the Group'’s financial
instruments are (i) foreign currency risk, (i) interest rate
risk, (iii) credit risk, (iv) equity price risk and (v) liquidity
risk. The Group does not have any written risk
management policies and guidelines. However, the
board of directors co-operates closely with key
management to identify and evaluate risks and generally
adopts conservative strategies on its risk management
and limits the Group’s exposure to these risks to a
minimum level as follows:

Dafeng Port Heshun Technology Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2016 HE—Z—F+-_A=+—HILFE

37. FINANCIAL INSTRUMENTS (Continued)

(@) Financial risk management objectives and
policies (Continued)

(i)

(ii)

Foreign currency risk

Most of the Group's business transactions were
conducted in Hong Kong dollars and Renminbi
("RMB") and US dollar ("USD"). Exposures to
foreign currency risk arise from certain of the
Group's trade and other receivables, trade and
other payables and cash and bank balances
denominated in RMB and USD. The Group does
not use derivative financial instruments to hedge
its foreign currency risk. The Group reviews its
foreign currency exposures regularly and
considers there is no significant exposure on its
foreign currency risk.

Interest rate risk

The Group's exposure to market risk for changes
in interest rates relates primarily to its interest-
bearing financial instruments including interest-
bearing borrowings with variable interest rates
and bank balances and cash.

The table below is a summary quantitative data
about exposure to interest rates at the end of the

reporting period:

7. EMIE
) SREMEEEERBEZ)

(ii)

SN LB

FEBEBIENET ARKE
(TAR® ) RET(5E7T))ETT
X5 ° FrESIMNERR IR E A

KEUAARERETHEZES
KEMEYHIA B REME

NRBEARIRE RIRTTHEER -
SEYEFRAITESR T AT
HIMER B o A5 E eI
PE [ B2 B 3R /% I £ BB K SN E

B -

MEER

IERHESRMTA(BERY
BAREE 2 B RIRTT
EHRRS) BT AREBE
REEEL TSRS -

TRABBNEE RN AR
ZECBBEHE

2016 2015

—E—REF —ET—hF

HK$'000 HK$'000

FH&T FHT

Pledged bank deposits BRI TF R 1,270 3,150

Bank balances and cash RITEBR MRS 36,070 73,579
Interest-bearing borrowings HEEEGEH

(with variable interest rate) F &z 8) (20,095) (1,000)

Net exposure Rk EE 17,245 75,729

At the end of the reporting period, if interest rates
had been 100 basis points lower/higher and all
other variables were held constant, the Group's
net loss would increase/decrease by HK$172,000
(2015: HK$757,000).

REEER - MARTHA LA
100EES - MATE EtEHse
BAE AIAEEZEIEFEE
#0384 172,0008 T( — &
— 4 757,000 7T) °
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37. FINANCIAL INSTRUMENTS (Continued)

(a)

Financial risk management objectives and
policies (Continued)

(ii)

(iii)

Interest rate risk (Continued)

The sensitivity analysis above has been
determined assuming that the change in interest
rates had occurred at the end of the reporting
period and had been applied to the exposure to
interest rate risk for the financial instruments in
existence at that date. The 100 basis points
increase or decrease represents management’s
assessment of a reasonably possible change in
interest rates over the period until the next annual
end of the reporting period.

Credit risk

Credit risk mainly arises from deposit for finance
lease arrangement, bank balances and cash, trade
and bills receivables, other receivables and
amounts due from related parties. The Group
limits its exposure to credit risk by selecting the
counterparties with reference to their past credit
history and/or market reputation. The Group's
maximum exposure to the credit risk is
summarised as follows:

Bank balances and cash
Due from associates
Loan receivable from a third party

7. EMIE e
tREREEEERBEE®)

(a)

RITREBR MRS
JE B 2 R B FRIR
EYE =TT ER

Pledged bank deposits EEMIRITER

Pledged deposit for finance lease BEHELHZ
arrangement [RERLNES

Refundable prepayment for acquisition  Ug&& + 3 2 AT Y [0]
of land FEftRIA

Trade and other receivables

B 5 K HA R FOR

(ii)

(iii)

FRmkE(E)

A EBURE DT TR F R & H)
ERmEBRBEEMmMETE - TE
EAREHERE /I A%
T2 MEEE o EF ek T 100
EEBRREEEHEZE N —F

e ENTRIESACS g
BT -
ERAR

FERRBRTIZREMEBELH
2me  ROIEBHREES  BH
W IR B R R R - H R
FRIRUA K e YR B HSE 75 3R 0R © A&
BER2EXSUTFBREFERL
BE/ATISEERMET YT
ARFIEEERR - NEEME
“EsEERRHANT

2016 2015
AL —T—hF
HK$'000 HK$'000
TR TET
36,070 73,579
882 1,404
10,941 -
1,270 3,150
4,236 -
14,949 -
275,750 56,479
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37. FINANCIAL INSTRUMENTS (Continued)

(a)

Financial risk management objectives and

policies (Continued)

(iii)

(iv)

Credit risk (Continued)

The credit risk on pledged bank deposits and
bank balances is limited because the
counterparties are creditworthy licensed banks.
Management does not expect any counterparty to
fail to meet its obligation.

The Group reviews the recoverable amount of
each individual debtor, including related and third
parties, at the end of the reporting period to
ensure adequate impairment losses are made for
irrecoverable amounts.

At 31 December 2016, the Group had a
concentration of credit risk as 12.85% (2015: 4.55%)
of the total trade and bills receivables was due
from the Group's largest debtor and 49.07% (2015:
15.55%) of the total trade and bills receivables was
due from the Group's five largest debtors
respectively.

Equity price risk

The Group is exposed to price risks arising from
equity investment held under available-for-sale
financial assets of HK$8,806,000 which fair value
cannot be measured reliably and are thus stated
at cost less impairment. The Group closely
monitors the financial position of the investee and
assesses if there is any impact on the consolidated
financial statements.

Liquidity risk

Management of the Group aims at maintaining
sufficient level of cash and cash equivalents to
finance the Group's operations and expected
expansion. The Group’'s primary cash
requirements include payments for operating
expenses, additions or upgrades of property,
plant and equipment and repayment of
borrowings. The Group finances its working capital
requirements mainly by the funds generated from
operations, advances from related parties and use
of bank borrowings.

The Group manages liquidity risk by forecasting
the amount of cash required and monitoring the
working capital of the Group to ensure that all
liabilities due and known funding requirements
could be met. Based on the assessment of the
management, the overall liquidity risk
encountered by the Group is manageable.

7. €MI B

(a)

(iii)

(iv)

TRABEEEEREE#)

FERR (&)

HRRZHF REBERE 2R
|17 WM HEIRRITERRIRTT
mpzEERBRER - BRER
T eRENR U TFEERET
Bff-

AREBPRRE BRI = EHE
A (BB RE=77) 27
WEl e - UERAEERD S
RIEL RARERE -

R-ZE—XR"E+-A=+—8"
AEFERKEZFAKEEARREK
BEBAESEWHE N ERZE
BB 2EREERR DA
12.85% (—ZF — A 4F : 4.55%) &
49.07% (—ZE—RF : 15.55%) °

R A (B A% L B

7K 5 Bl 78 | # A £8,806,000/5
TTHEAREESMEE 2 KiE
WEMEEBRERR  ZRER
B2 N FEELASZE  H
TERR AR ERME » AEBBRYIEL
RIEEHR U B LT EE
BHEEVBHRERBREMF
2,

RBESRER

AEBEREEREREHRE R
ReFEY  RAKEERDRAE
AHEREHRES - AREEER
EHEREE/EEH  HRERX
WEME - BEEREBARER
EEMXNZFE AEETR
NEBREMEL2ES - K7
BB T 2 BRRIRITEERSZE
BEESHR -

AEBBBBEAMRRE SR
ERAKEZELESEHIRBE
TR - AREIRBEEN A 2IED
BERENESHEL - BEHEE
aPfh - ARERESITHIBER
Bk
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

37. FINANCIAL INSTRUMENTS (Continued) 37. ¢TI B

(a) Financial risk management objectives and () LRIEMEEEEREE#E)
policies (Continued)

(v)  Liquidity risk (Continued) (v) "BELEMRE)

RIEA H R B IR A T AR & B
AAEEeREEZHBRERM
EDMRENT -

The maturity profile of the Group’s financial
liabilities at the end of reporting period based on
contractual undiscounted payments is summarised
below:

Over Over

3monthsbut 1 year but

Less than not more than not more than

3months 12 months 5 years

BB=1EA BR-F

BFRER BFRER
T={8A i -
HK$'000 HK$'000 HK$'000
$/’i§ﬂ: $/E7E $/E7E

On demand

BEX
HK$'000
TR

HR=EA
HK$'000
TR

At 31 December 2016 RZE—RE
T-A=1-HR

Trade and other payables ZHREMERTA 57,949 140,977 = = 198,926
Consideration payable in respect ~ tMBALYREMNAE

to acquisition of Dafeng Logistics - - 32,212 - 32,212
Amount due to associates [ plA=UNTE 6,813 = - - 6,813
Amount due to ex-shareholders JEffe WEHUHQ%TAIE

of Zhongnanhui - - 65,163 - 65,163
Amount due to ex-director of ENTREENESHA

Zhongnanhui - - 11,155 - 11,155
Obligations under finance leases ~ EYETH &#E = 4,287 11,536 29,844 45,667
Bank loan BITER - 287 5211 16,947 22,505
Other loan from a third party REE=-HZHEMER = = 37,400 = 37,400
Financial guarantee issued to LR LA R

suppliers 1,270 - - - 1,270

66,032 145,551 162,737 46,791 421,111
At 31 December 2015 NZE-FEF
+-A=1-8

Trade and other payables E%&Hﬁﬂﬁgﬁt 27,337 12,568 - - 39,905
Due to associates [ 2pgA=YNTE| 8,006 - - - 8,006
Obligations under finance leases & ﬁﬁﬁgfﬂé - 503 1,499 2272 4274
Loan from a third party REE=HZER - 20 1,060 - 1,080
Financial quarantee issued to Rt ERER LI ER

suppliers 3,150 - - - 3,150

38,493 13,091 2,559 2272 56,415

Dafeng Port Heshun Technology Company Limited
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37. FINANCIAL INSTRUMENTS (Continued)

(b)

Capital management

The objectives of the Group's capital management are
to safeguard its ability to continue as a going concern in
order to provide returns for shareholders and benefits
for other stakeholders, to maintain an optimal capital
structure to reduce the cost of capital and to support
the Group's stability and growth.

The capital structure of the Group mainly consists of
interest-bearing borrowings and equity attributable to
equity owners of the Company.

The Group actively and regularly reviews and manages
its capital structure to ensure optimal capital structure
and shareholder returns, taking into consideration the
future capital requirements of the Group. In order to
maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders,
issue new shares or return capital to shareholders. No
changes were made in the objectives, policies or
processes during the years ended 31 December 2016
and 2015.

7. €MI B

(b)

EXER

AEBEREARAZ BRRRELRE
rERe M ARFRME®RES
HiR i EERGHE  LHFBRIFE
REEB AR D BEARKAR R A EE
REERE -

AEBZEAGEBEIZREFREER
RARRIEERE AR -

AEEEGE Be R ERE NG -
NFEDFREBENEERBRE R -
REZEAEEAREATK B
FYABREARER  AEEAHEX
NFERRZBEEERE - BITHRMO K
REERATER BE-_ZT—RFK
“E-RAF+A=+T—HILFE-
B BERAREFLEZY -
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Year ended 31 December 2016 HZE—ZF—"F+-_A=+—HIFE

37. FINANCIAL INSTRUMENTS (Continued) 37. eWMIT A
(c) Categories and fair value of financial ) ®MIAESERATHE
instruments
The carrying amounts of each of the following UTEBELHEERSDHEGEYER
categories of financial assets and financial liabilities are BEEZNT

set out as follows:

2016 2015

—EB—REF —FE-hHF

HK$’'000 HK$'000

TFET FETT

Available-for-sale financial assets AEHESRMEE 8,806 -

Loans and receivables: B EWRGRIE

Trade and other receivables B 5N E MW EIE 302,522 57,883
Pledged deposit for finance lease ~ BIEHREZTH~

arrangement EHEAER 4,236 -

Pledged bank deposits EERITFER 1,270 3,150

Bank balances and cash RITHEHR LIRS 36,070 73,579

344,098 134,612

352,904 134,612

2016 2015
—E—XREF —ET-hHF

HK$'000 HK$'000
TR TET

Financial liabilities measured at HEHEKAGTESRBE

amortised costs:

Trade and other payables B 5N E M FIE 350,998 47,911
Current portion of interest-bearing 5T BEE ZBER S
borrowings 18,159 2,834
Non-current portion of interest- FFEfEE ZIERNEHE S
bearing borrowings 42,771 2,197
411,928 52,942
All financial instruments are carried at amounts not FrEcR T ARmMEHEER T —X
materially different from their fair values as at 31 FR-_FE—RAF+-_A=+—HZA
December 2016 and 2015. FEIEERER -

Dafeng Port Heshun Technology Company Limited
Annual Report 2016



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

Year ended 31 December 2016 HE—Z— R F+-_A=1+—HILFE

38. PLEDGE OF ASSETS/BANKING FACILITIES

The details of pledge of assets and the banking facilities
granted to the Group are summarised as follows:

38. EEHEA RITHE

BRI RETARE S ROTBERBERL
m

2016 2015

AL —ZT—AF

HK$'000 HK$'000

FTERT FHET

Total banking facilities granted (note 1) BERRITRE 58 (=L 1) 65,820 12,000
Total utilised banking facilities (note 2) EBARITRE 8% (MFE2) 21,365 3,150

Note 1:

At the end of the reporting period, the Group had obtained several banking
facilities amounted to HK$65,820,000 (2015: HK$12,000,000) of which:

(i) As at 31 December 2015, HK$2,000,000 were guaranteed by the
Company and secured by pledged deposits as shown in note 23(a) to
consolidated financial statements.

(ii) HK$10,000,000 are cross guaranteed among certain subsidiaries of the
Group and secured by pledged bank deposit as shown in note 23(a) to
the consolidated financial statements (2015: HK$10,000,000 were cross
guaranteed among certain subsidiaries of the Group).

(iii) RMB30,000,000 (approximately HK$33,492,000) are guaranteed by a
substantial shareholder, Jiangsu Dafeng, and secured by prepaid lease
payments as shown in note 17 to consolidated financial statements
(2015: Nil).

Note 2:

As at 31 December 2015, the banking facilities utilised amounted to
HK$3,150,000, all being bank guarantees issued by bankers in favour of the
suppliers of the subsidiaries, of which HK$3,150,000 (out of the HK$10,000,000
facilities) were cross guaranteed among certain subsidiaries of the Group and
secured by pledged bank deposit.

As at 31 December 2016, the banking facilities utilised amounted to
HK$21,365,000, being bank guarantees issued by bankers in favour of the
suppliers of subsidiaries, of which HK$1,270,000 (out of the HK$10,000,000
facilities) were cross guaranteed among certain subsidiaries of the Group and
RMB18,000,000 (equivalent to HK$20,095,000) were for bank loan disclosed in
note 25 to the consolidated financial statements.

The Group has not recognised a value for the financial guarantees in the
financial statements as their fair values are insignificant and their transaction
price is HK$Nil.

GEIE

MIREHIR - AL EEUS A%65,820,00008 T (= E—A
£ 112,000,000 7T) 2 & FRITEE - Hep -

(i) RZZT—RF+=A=+—H 2,000,000 TH
AARER - WIALRE MISIREZMI 230 FTRE
HEARFRAEE A -

(i) 10,000,000/ 7T A AL B E THE R FMZ 22X
JEAR - W ARRA B Rk MY 5 23(a) AR B KRR
IEFAEEIF (ZZ—F4F : 10,000,000/ 7T A4
EEETWBARIMZ R NER)

(i) AR ¥30,000,0007T (433,492,000 L) A E &
PREITEBR A IR - WUARR & BT IRRMTRE 17 A
RENHEENFIEER(ZF 0% ) °

BEE2 -

R-ZTE—RAF+-_A=+—8 BCHARTHES
3,150,000/ 7T + &EHHARITUMBRRMHERAZ R
AR H 2 SRITHER - £ 3,150,000 7% 7T (44 10,000,000
BT EEREPRI)ALAEERETHBARBZ X XE
R - WAB EIRIRITE RAEE R -

RZE—AR"F+_A=+—8 BCHARTHES
21,365,000/ 7T * EABITAMBARMEERAZEAM
R ZRITHEER - H 1,270,000 7T (£ 10,000,000 7 7T
FEEPRR) AASEETHEARBZRNER 5
A R % 18,000,000 7T ( ¥ & 7 20,095,000 7T ) {E4R & 81
HREMIE 25 TR TRIRTTERAR ©

AEEY | BERNY B IRREREMEE - KE
RESEERZATFELTEN - BERZXZERATET -
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39. STATEMENT OF FINANCIAL POSITION OF 39, &/ B B #& Ak S 3R

THE COMPANY
2016 2015
—E—XREF —T—HhF
Note HK$'000 HK$'000
B 5E TFET FETT
Non-current assets kRBEE
Investment in subsidiaries EW B AT 14 19,682 34,664
Current assets REEE
Available-for-sale financial assets AR EERmEE 8,806 -
Prepayments TE IR 270 150
Amounts due from subsidiaries FE B B A el 5E 133,397 62,421
Cash at bank SRR 17,076 18,711
159,549 81,282
Current liabilities REBAE
Other payables and accrual H At FE A 5RIE K
EEtERA 2,609 2,160
Amounts due to subsidiaries FERI B A T8 295 884
2,904 3,044
Net current assets REBEEZE 156,645 78,238
NET ASSETS EEFE 176,327 112,902
Capital and reserves BEXR#E
Share capital A% AR 28 12,880 11,200
Reserves EE 39(a) 163,447 101,702
TOTAL EQUITY A 176,327 112,902
Approved and authorised for issue by the Board of Directors R +F_A -t HHKESSHHER
on 24 March 2017 and signed on its behalf by: BETIE  WHEUTATRERES
Ni Xiangrong 15 [8 8 Shum Kan Kim ST £ &
Director #% Director %

Dafeng Port Heshun Technology Company Limited
Annual Report 2016
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39. STATEMENT OF FINANCIAL POSITION OF 39. KA BB BARRE @)
THE COMPANY (Continued)

(a) Movements of the reserves (a) RIEEE

Share-based
Share Contributed ~ payment Accumulated

premium surplus reserve losses Total
AR E

ROEE EBHR% ERZAR  RAEER Mgt

HK$‘000 HK$'000 HK$'000 HK$'000 HK$'000

THT THT THT THT THT
(Note 31(a))  (Note 31(f) (Note 31(g))
(M3E31@)  (BH&E31)  (BE31(g)

At 1 January 2015 R-ZZE—hF—HF—H 106,171 34,556 - (27,282) 113,445
Loss and total comprehensive loss  FREE K2 EEELEE
for the year - - - (11,743) (11,743)
At 31 December 2015 RZE—1F
+-A=+-H 106,171 34,556 - (39,025) 101,702
At 1 January 2016 R-E-XF—-A-H 106,171 34,556 - (39,025) 101,702

Loss and total comprehensive loss  FREE R 2 EEELEE

for the year - - - (36,566) (36,566)
Transaction with owners ERETAZRS
Placing of shareson 30May 2016  RZZ—X<ERA=1H
B ERk{n 95,760 - - - 95,760
Share placement expenses on RZE—RFRAA=1H
30 May 2016 ZIRIDEERY (512) - - - (512)
Share-based payment (note 30) PR B 2 [k
(F#E30) - - 3,063 - 3,063
Total transaction with owners HEBAZRRHEE 95,248 - 3,063 - 98,311
At 31 December 2016 RIE-RE
+=A=+-H 201,419 34,556 3,063 (75,591) 163,447

BRAENERHERAE
2016 3R
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40. EVENTS AFTER THE REPORTING PERIOD

(i)

(ii)

Entered into a construction agreement

On 11 January 2017, Zhongnanhui, an indirect wholly-
owned subsidiary of the Company, entered into an
agreement (the “Construction Agreement”) with # B#%
T %% 1 2% B8R 2 A (China Nuclear Industry Fifth
Construction Company Limited*), a company
established in the PRC with limited liability, in respect of
the construction of four groups of petrochemical
storage tanks of total 80,000M? for a total consideration
of approximately RMB43.2 million (approximately
HK$48.4 million).

Details of the Construction Agreement are set out in the
announcement made by the Company on 11 January
2017.

New framework agreement regarding
continuing connected transactions

On 25 January 2017, Dafeng Heshun Trading, being an
indirect wholly-owned subsidiary, and Dafeng Harbour
Port, being a direct wholly-owned subsidiary of Jiangsu
Dafeng entered into a new framework agreement (the
“New Framework Agreement”) for a term of three years,
commencing on 1 January 2017 and ending on 31
December 2019, in respect of the vehicle repair services,
vehicles rental services, port services and logistics
services (the “Services").

Details of the New Framework Agreement are
summarised in the announcement made by the
Company on 25 January 2017. The Company will
convene an extraordinary general meeting to seek
approval from the shareholders of the Company other
than Dafeng Port Overseas in respect of the transactions
contemplated under the New Framework Agreement
and the proposed annual caps for the Services.

Dafeng Port Heshun Technology Company Limited
Annual Report 2016

40. SEHREE

(i)

7] M iR

RZE—+tF—A+—8  AQAFH
EE2EMBARTREERPREZIE
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40. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(iii)

Disposal of 49% equity interest in Qianhai
Mingtian

On 6 March 2017, K&B B R & & R A (Dafeng
Port Heshun International Investment Limited*) (the
“Seller” or "DFPHII"), an indirect wholly-owned
subsidiary of the Company entered into an equity
transfer agreement (the “Equity Transfer Agreement B”)
with an independent company incorporated in the PRC
which is wholly-owned by Mr. Wu (the “Purchaser”),
pursuant to which, the Purchaser will purchase, and the
Seller will sell 49% of the equity interest in Qianhai
Mingtian at a consideration of Mr. Wu entering into a
deed of termination dated 6 March 2017 with the
Company and other relevant parties in respect of
termination of the Subscription Agreement (as defined
in note 30 to the consolidated financial statements).

Details of the Equity Transfer Agreement B are
summarised in the announcement made by the
Company on 6 March 2017 and the circular of the
Company dated 27 March 2017 (the “Circular”). The
abovementioned transaction is conditional on the
satisfaction (or waiver, if applicable) of certain conditions
as detailed in the Circular.

Disposal of 49% of the issued share capital
in Gamma (B.V.l) Logistics Corporation
("Gamma BVI")

On 13 March 2017, the Company entered into the
equity transfer agreement ("Equity Transfer Agreement
C") with an independent company incorporated in the
BVI (the "Purchaser C"), pursuant to which, the
Purchaser C will purchase, and the Company will sell
49% of the issued share capital in Gamma BVI at a
consideration of HK$8.5 million.

Details of the Equity Transfer Agreement C are set out
in the announcement made by the Company on 13
March 2017.

The official name is in Chinese and the English name is translated for identification

purpose only.

40. SREHREE )

(iii)

(iv)

HE RSB R 49% IR HE

RZZB—tF=RAKA  ARAIHEE
2EMBRARAGENIEREKRER
RARI(TES ][ KEEMIE]) E—
R EEMA LY HREEEER
BZBILRR(ET]) RIS E
e ((IREERHEL D B B
7B E ST ERTERRXA9%
Pt RE/RKEEERANRTE RHEA
MERART A T LR L RB I E (E& A
EUBHREMA)IZLERAR-E
—tF=ZARBZRIERIE -

BRABEE R ZE L ZFBERART
R-T—tF=ARNBHEZRAER
AARAPA-T—tF=A=-++t
Bz ([l ) AR - Bt
Z B % B K P S L A TR B
e (WER) KT AMEER -

& 0 35 037 (B.V.1) SR @ ([ 440
BBV 49% B BITRA

RZZFE—+F=A+=H ARFHE
—EREBEXHS MK 2B
NEI(TERFAR DTk E = (IR
BEZEGHEALD B EFRKE
B MARE &M BVI 2 49% B, %
1T - (B 58,500,000 7T °
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FINANCIAL SUMMARY

B E
RESULTS ¥iE
2016 2015 2014 2013 2012
—B-A"F ZF-HF ZFAF —FT-=F —FT—=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHE T FAETT FAETT FAETT FETT
(Note)
(Ki&E)
Revenue W2k 563,708 260,395 367,620 466,456 452,111
(Loss) profit before taxation %% A (E518) /i Fl (32,522) (30,371) (16,839) 16,578 15,610
Income tax expense Fr8®ifx (4,572) (902) (1,738) (3,890) (3,044)
(Loss) profit for the year X (EE) % (37,094) (31,273) (18,577) 12,688 12,566
ASSETS AND LIABILITIES EERERE

2016 2015 2014 2013 2012

—E-XRE —FT—HF —TNmNFE —FT—= —E——F

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FExT T T T FHTT

(Note)

(hE)

Total assets BERE 598,548 160,317 201,523 181,213 143,325
Total liabilities BERsR (434,934) (55,575) (69,813) (112,235) (107,212)
Total equity e R 163,614 104,742 131,710 68,978 36,113

M BE T -——F+-_A=+—-BLEFEZHEFHIHEA
ARRAMA—T—=F/\ATHBEZHEER -

Note: The figures for the year ended 31 December 2012 have been extracted from
the Prospectus of the Company dated 14 August 2013.
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