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China Saite Group Company Limited (“China Saite” or the
“Company”, together with its subsidiaries the “Group”) is
an integrated steel structure and prefabricated construction
solution service provider headquartered in Yixing, Jiangsu
Province, the People’s Republic of China (the “PRC”). It
has an operation history of over 17 years. The Group’s
integrated construction solution services are customised
to meet the technical specifications and requirements of
different projects, and span from fabrication to assembly
of steel structure parts and prefabricated construction
materials at workshops, and to the installation of materials
onsite. According to an industry report prepared by Ipsos
Hong Kong Ltd., China Saite was the second largest
prefabricated construction service provider and the third
largest steel structure construction service provider in
Jiangsu Province, in terms of revenue in 2012.

The Group commenced to undertake prefabricated
construction projects in late 2010 and enjoys a first-mover
advantage in the PRC prefabricated construction industry.
Prefabricated construction is one of the advanced types
of construction method deploying a majority of structural
components pre-produced and standardised in factory
for ready assembling at the work site. The Group’s
prefabricated construction solution was mainly provided to
social security housing projects in Jiangsu Province, in the
PRC.

China Saite has been accredited as a Grade One Steel
Structure Engineering Professional Contractor, the highest
national qualification, by the Ministry of Housing since
November 2005. This enables China Saite to undertake
all kinds of steel structure projects without limitation in
span, contract sum, construction area or total weight
of construction in the PRC. The Group has participated
in a wide range of steel structure projects, including
bridges, train stations, stadiums, exhibition centres, factory
premises etc.
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NOMINATION COMMITTEE

Mr. Jiang Jiangiang (Chairman)
Mr. Xu Jiaming
Mr. Chen Tiegang

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTER AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC

No. 88 Saite Road
Gaocheng Industrial Park
Yixing

Jiangsu Province

The PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Unit 6105

61/F, The Center

99 Queen’s Road Central
Hong Kong

AUDITOR

Deloitte Touche Tohmatsu

LEGAL ADVISER AS TO HONG KONG
LAW

Chiu & Partners

PRINCIPAL BANKERS

China Construction Bank Corporation
(Yixing Gaocheng Branch)

Agricultural Bank of China Limited
(Yixing Chengzhong Branch)

Jiangsu Yixing Rural Commercial Bank Co., Ltd.
(Gaocheng Branch)

Bank of Shanghai Co., Ltd. (Wuxi Branch)
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HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE
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Hong Kong

CAYMAN ISLANDS SHARE
REGISTRAR AND TRANSFER OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited
4th Fl., Royal Bank House

24 Shedden Road, PO Box 1586

Grand Cayman KY1-1110
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Chairman’s Statement
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of China Saite, | am pleased to present
the annual results of the Group for the year ended 31
December 2016.

Due to the fact that the market experienced the slowest
growth of the PRC’s economy in the past 25 years, the
Group has experienced a slightly drop in both of the steel
structure business and prefabricated construction business
in 2016. The two subsidiaries, ;L% & ¥ A 2 M AR
~A7F] (Jiangsu Qifeng New Building Materials Company
Limited*) (‘Jiangsu Qifeng”) and T ERBEF R ELREES
R A7 (Jiangsu HuaChen Saite Investment Development
Company Limited®) (“Jiangsu HuaChen Saite”), which were
acquired and set up in 2015, did not perform as well as
we expected. In this regards, we had also terminated the
capital injection regarding the proposed acquisition of 51%
equity interest in JTEENREREFE AR AAF (Jiangsu
Chenli Eco-technology Company Limited®) (“Jiangsu
Chenli”) in 30 November 2016.

Regarding the Thirteenth Five-Year Plan (“TFYP”) recently
approved by the PRC government, the focus of the
national development strategy includes the speed up
of international cooperation on Eurasia infrastructure
construction. The set-up of Asian Infrastructure Investment
Bank (“AllB”), which aims to support the building of
infrastructure in the Asia-Pacific region, as well as the
One Belt One Road (“OBOR”) development framework in
the PRC, which focuses on connectivity and cooperation
among countries primarily in Eurasia, are perfect
embodiments of the national strategy and the outbound
business development trend. We are striving to take the
opportunities to expand our steel structure business to
areas outside Jiangsu Province, and rush out of Asia.

China Saite Group Company Limited T E & EE AR QG

Rising

to opportunities from
the One Belt One Road
initiative, China Saite will work
harder with its sleeves rolled up in 2017,

staying true to the original mission and
being well prepared to forge ahead on the

path toward global development.
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In order to diversify our business segments, as disclosed in
the Company’s announcement on 28 December 2016, the
Company issued 203.8 million new shares pursuant to the
subscription agreement entered into between the Company
and Five Seasons XIV Limited on 12 December 2016 at a
subscription price of HK$0.52 per share, the issue of which
raised a total capital of HK$105.8 million. The subscribed
shares represented approximately 9.09% in aggregate of
the issued share capital as enlarged by the subscription.

Five Seasons XIV Limited is a company incorporated
in the British Virgin Islands with limited liability, and is
a direct wholly-owned subsidiary of Fullshare Holdings
Limited (“Fullshare”), which is a company incorporated
in the Cayman Islands with limited liability, whose issued
shares are listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) under the stock code 607.
Fullshare and its group companies are principally engaged
in property development, provision of green building
services, investment and healthcare products and services
business.

We believe that upon the subscription, the Group can (i)
raise capital for it to facilitate its long-term development
and further strengthen its financial position and to use the
funds for general working capital purpose; and (i) bring in
a renowned investor with strong financial resources and
extensive business network including but not limited to
areas of cooperation in property development and green
building which will in turn bring strategic value to the
Group.

Furthermore, the Group had acquired 11.17% of the
total issued share capital of Fire Scorpion Limited
on 20 January 2017. In order to further enhance the
competitiveness of the Group under the current economic
environment, the Group intended to diversify its income
stream to enhance shareholders’ value and the directors
have been exploring different business opportunities in
other sectors in order to broaden the sources of income
and to boast the business performance of the Group. We
believed that the acquisition of Fire Scorpion Limited and
its associates is a good investment opportunity for the
Group to tap into the big data logistics financial service
and internet trading platform service industries. The Group
intended to bring in the internet platform services business
as a new source of income in future. We believe that the
internet platform services business can provide support
to the construction projects of the Group in the event
appropriate opportunities arise.

Finally, on behalf of the Board, | would like to express
my heartfelt thanks to the staff of China Saite for their
contribution to the Group in the past year and to our
shareholders for their continuous support. With 2017
expected to be a year full of opportunities and challenges,
the Group is dedicated to creating greater value for its
shareholders.

Jiang Jianqgiang
Chairman

Hong Kong, 31 March 2017

Chairman’s Statement
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As a provider of integrated construction solutions
using steel structures and prefabricated components,
the Group’s integrated construction solutions are
highly customised to meet the technical specifications,
requirements and demands of different projects and
customers, through the provision of a wide range of
services, including customised design, secondary detailed
design, compilation, installation, and after-sales services.

Our steel structure solutions are mainly focused on the
construction of large-scale public structures (i.e. sports
stadiums, convention and exhibition centres, airports, and
railway stations), bridges (such as railway bridges, highway
bridges, landscape bridges, cross-river bridges and cross-
sea bridges), large-scale factory premises, industrial park
zones, logistics park zones, etc..

Our prefabricated construction solutions are mainly
focused on the construction of social security housings
and public structure projects in the urbanisation process
driven by the PRC government.

anagement DIS&IOI‘I and Analysis
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BUSINESS REVIEW

In 2016, the total investment of fixed assets (excluding
agricultural households) in the PRC amounted to
approximately RMB59,650.1 billion (2015: RMB55,159.0
billion), representing an increase of approximately 8.1%
as compared with that of previous year, the lowest
growth rate since 2001. The Gross Domestic Product (the
“GDP”) growth rate during the year under review reached
approximately 6.7% on a year on year basis, which was
the slowest pace in the past 26 years. The overall macro-
economic environment has affected the demand for
construction materials and related services to a certain
extent. The management of the Group would adjust the
business strategies to cope with the challenges that the
Group is facing under any circumstances.

During the year under review, despite the slowest growth
of the PRC’s economy in 26 years, the Group’s revenue
derived from steel structure business recorded a growth
of 1.7%, which is mainly derived from construction of
various types of large-scale factory premises in the PRC.
One of the significant construction projects the Group
had engaged in during the year under review was the
construction of RBRZBEE mIE/{EH (Donggang
Honglei Rare Seafood Incubation Base*®) (“Donggang
Honglei”) located in Dalian with a contract revenue of
approximately RMB451.7 million. The Group also focused
on the expansion of steel structure business within
Jiangsu Province and benefited by the government’s
development  strategy and framework on domestic
infrastructures in 2016, the Group maintained a steady
growth of its revenue in its steel structure business
segment. Besides, the Group continued to expand its
business to other regions in the PRC including Guangdong,
Guizhou and Liaoning to diversify its customer base.

Regarding the Group’s prefabricated construction business
in 2016, restricted from the slowdown of the PRC
economic environment and the inflation of production
costs, the Group’s revenue and gross profit derived
from this business segment decreased by a certain
percentage. Nevertheless, the Group has continued its
strategic expansion on its prefabricated construction
segment after acquisition of JLErEIEFH A ZEM B R
‘A7) (Jiangsu Qifeng New Building Materials Company
Limited®) (“Jiangsu Qifeng”) in 2015 and further capital
expenditures in this segment. In late 2016, the Group also
engaged in two representative and significant prefabricated
construction projects located in Anhui Province and
Henan Province with a total contract value amounting
to RMB532.8 million. With the deepening cooperation
with China Triumph International Engineering Corporation
and China Metallurgical Construction Engineering Group
Co. Ltd., the Group aimed to further expand the reach
of its prefabricated construction business activities to
other regions outside Jiangsu Province. This will bring a
promising future for the Group’s development.

Management Discussion and Analysis
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Management Discussion and Analysis
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The Group’s revenue for the year ended 31 December
2016 amounted to approximately RMB1,650.8 million
(2015: RMB1,834.7 million). Gross profit for the year under
review amounted to approximately RMB428.3 million (2015:
RMB512.8 million) and average gross profit margin was
approximately 25.9 % (2015: 28.0%). Profit attributable
to owners of the Company amounted to approximately
RMB288.3 million (2015: RMB325.9 million). Earnings
per Share for the year under review were approximately
RMB14.13 cents (2015: basic earnings per Share:
RMB17.53 cents and diluted earnings per Share: RMB17.51
cents, respectively).

The Board did not recommend any final dividend payment
for the year ended 31 December 2016 to the shareholders
(2015: a final dividend of RMB1.60 cents (equivalent to
HK1.91 cents)).

Steel structure

Characterised by its strength, durability, flexibility in layout,
low pollution and recyclability, steel structure has been
widely applied in the construction of factory premises,
bridges, sports stadiums, convention and exhibition
centres, airports, railway stations and other various
infrastructures since the development of steel structure
construction in the PRC in the late 1990s. According to the
list of top 100 construction enterprises in Jiangsu Province
issued by Jiangsu Provincial Department of Construction,
the Group ranked among the top ten steel structure
construction service providers in Jiangsu Province.

For the year ended 31 December 2016, the revenue
of the Group from steel structure business amounted
to approximately RMB1,090.3 million, representing
an increase of approximately 1.7% as compared with
RMB1,071.6 million in the previous year. During the year
under review, gross profit margin for steel structure
business decreased by 3.0 percentage points from 24.1%
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to 211% due to the inflation of production costs. The
completed steel structure parts for the year under review
amounted to approximately 107,372 tons, representing
a decrease of approximately 28.3% from approximately
149,678 tons in 2015.

Management Discussion and Analysis
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During the year under review, our Group mainly focused REEFERE  SEpHABEEBEETEFTNIH
on construction projects in Jiangsu, Liaoning and Anhui for FERRTHAEEIEE -
its steel structure business.
In 2016, the Group completed 22 (2015: 23) steel structure 20164F + & B 7¢ B 221E (20154 : 231&) #l 45 #& 18
projects, details of which are set out as follows: B 15 %W'J LU
Type of projects Number of projects completed
EHEHER ETIEEHE
Year ended 31 December
HE12AIHLEE
2016 2015

20164 2015%F
Public structure N EE 7 9
Export orders of steel structure MEBFEORTE 5 3
Bridges &R 3 5
Factories % = 7 6
Total it 22 23
During the year under review, the number of steel structure NEIEEFE - B STk 8 45 1% 15 B 8 #2015 47

projects completed was comparable to 2015. Decreases
in both the number of projects completed and revenue
derived from bridges projects and public structures are
recorded. The number of bridges projects completed
during the year under review amounted to 3 (2015: 5),
representing a decrease of 2 projects on a year on
year basis, and the revenue generated from completed
bridges projects decreased by approximately 23.5%
from approximately RMB230.6 million to approximately
RMB176.5 million. The number of public structures projects
completed during the year under review amounted to
7 (2015: 9), representing a decrease of 2 projects on
a year on year basis, and the revenue generated from
completed public structures projects decreased by
approximately 32.2% from approximately RMB300.9 million
to approximately RMB204.1 million. The revenue decline
of these two types of projects outweighed the increase in
revenue from the other two types of projects, i.e. export
orders of steel structures and factories.
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Management Discussion and Analysis
EEENRR DN

In terms of geographical analysis of the steel structure
business, the number of completed projects in Jiangsu
Province increased by 3 projects when compared to
2015, i.e. 9 (2015: 6) projects. The revenue generated
from completed projects in Jiangsu Province increased
by approximately 31.6% on a year on year basis from
approximately RMB236.1 million to approximately
RMB310.8 million. However, the Group recorded a
decrease in revenue generated from the PRC regions
outside Jiangsu Province, which outweighed the increase
in revenue generated from projects in Jiangsu Province.
In 2016, the number of completed projects in the PRC
outside Jiangsu Province decreased by 6 projects when
compared to 2015, i.e. 8 (2015: 14) projects. The revenue
generated from completed projects in the respective
geographical region decreased by approximately 54.9% on
a year on year basis from approximately RMB406.4 million
to approximately RMB183.3 million.

Nevertheless, the Group’s revenue generated from
project in progress as at year end had increased
from approximately RMB304.8 million to approximately
RMB440.3 million, being an increase of 44.5%. One of
the significant projects in progress is the construction of
Donggang Honglei located in Dalian, and is expected to
be completed in March 2017.

As at 31 December 2016, the steel structure projects in
progress are set out as follows:

Type of projects
EHEE®

RMEREFOLEITME  IEHRENETK
THEEE A9 (20155 : 678) © 82015F L HN3IH -
THATTHEEEENKERHARE236,100,000
TR FHEIN#)31.6% = #) A R#310,800,0007T © A
M ANEERTIEHRAANINFBEEEENKZES
Frmd  WIERSEIHREBEEEENKRZEN - R
2016%F » IERE NP B ENE K EEHRE A
8IE (2015%F : 1478) » E2015FE R P61 » KR 5T
TEHEEMN K ZALS A R406,400,0007T 1% F
T A #954.9% = 4 A R 183,300,0007T ©

R REBRFANERBEEENKREARLY
AR #304,800,0007T 1 i = 49 A R#440,300,000
JC - HIR44.5% c ER—AEXEEEZEEE AERMA
RRENRBERR  BHBER2017FIATI .

R2016F12A31H » il BEEEEEMM O T

Number of projects in progress

Public structure N EE
Bridges &8
Factories BB
Total @t

The above-mentioned steel structure projects in progress
are expected to be completed in 2017.

China Saite Group Company Limited T E & EE AR QG

EEEHHE
Year ended 31 December
HE12A31HILLEE
2016 2015
20164 20154
= 3
3 5
3 8

LB R IR B FE B R2017F K o



Prefabricated construction

Prefabricated construction mainly involves the pre-
production of major structural components, such as
columns, beams, wall panels, floor panels, stairs and
balcony, etc., in factory and the direct assembly of such
components at work sites. Compared to traditional steel
and concrete structures which are fabricated on work
sites, prefabricated construction has better prefabrication
capability, higher accuracy, stronger shock resistance,
shorter construction lead-time, and a higher degree of
environmental friendliness, which are in perfect tandem
with the objectives of environmental protection in the
PRC, particularly in green construction areas. With the
encouragement and support of the PRC government
through various policies, the Group believes that
prefabricated construction is set to become a major trend
in the development of the construction industry.

The Group is one of the largest prefabricated construction
service providers in Jiangsu Province in terms of
revenue. Following diligent efforts over the vyears, the
Group obtained a number of patented technologies in
prefabricated construction.

For the year ended 31 December 2016, the Group
completed 501,548 square metres (“sgq.m.”) of
prefabricated construction material, compared to 773,057
sg.m. in 2015, a decrease of 35.1% was recorded.
The revenue from prefabricated construction projects
amounted to approximately RMB560.5 million in 2016
(2015: RMB763.0 million), representing a decrease of
approximately 26.5% over the previous year.

As disclosed in the Company’s announcement on 7
September 2016, during the year under review, the Group
had commenced the two new prefabricated construction
projects located in Anhui Province and Henan Province with
a total contract value amounting to RMB532.8 million. The
revenue recognised in the current year under these two
projects amounted to RMB97.0 million. With the deepening
cooperation with China Triumph International Engineering
Corporation and China Metallurgical Construction
Engineering Group Co. Ltd., the Group aimed to further
expand the reach of its business activities to other regions
outside Jiangsu Province. This will bring a promising future
for the Group’s development.

Management Discussion and Analysis
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ERERNBHESE

EREBHBEZETZ P NE TRIELREX
EfFE B BR R BERBEEETIEEER
S BERBHETRIRSAERESR - BER
ERZHINMAERLTLER  2REEREMS
REEANS  EBERN MERDIE HEIR
HEMREREEES  T2NATBELHERZE
REIAFENRFEXRNAEZ - EEZBSETEK
FBRBZBMIFT  2REBARBELEZK
REERNERTM -

SERTIHERBRAGFTREANETREBREFZ
ERBHER 2 - SEBEBEFENEN  BE
E2RREELBHREENSZBINRIM -

HZ2016F12A3BLFE EE2HEERE
12 5T K8 B501,548F 7 K ([E 77 K] &
2015F 19773,057F 5 K 815 351% K R 18 © 722016
ForEEEIBHEREEENRALNABARE
560,500,0007T (20154 = A R #763,000,0007T) °
BEFE THEA26.5% -

mAAE BEA2016FOATHRN A G E » KA
BEERN SECHEMBLRZHENTEE
MEREERNBEGHEREBE  AYESEAAR
#532,800,0007C c A FEFHZMEBEEBEERAR
#£97,000,000t Wi 25 - EEEFHEMBEBR ITRES
EERAREFAREIEBERARMNE ETEE
# EEEREEE SR HREMNRTMH - Y
EEAKRBERAISTOEF -
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The Group has the competitive edges in terms of
technology and as a first mover in the prefabricated
construction business. Against the backdrop of the
government’s policies on encouraging the construction
industry to improve energy-saving, environmental
protection and cost-efficiency and its vigorous dedication
to the construction of the social security housing, the
Group gradually expanded the development of this
business during the previous years. During the year under
review, this business segment contributed approximately
RMB560.5 million of the Group’s total revenue for the year
under review, as compared with approximately RMB763.0
million in the previous year. The revenue generated in
this segment accounted for approximately 34.0% of
the Group’s total revenue, which is decreased from
approximately 41.6% recorded in last year. The decrease
in revenue from prefabricated construction business was
mainly due to the fact that some projects had been delayed
and not included in the revenue of the year under review.

As part of the Group’s business expansion plan in
prefabricated construction, the Group acquired Jiangsu
Qifeng at a consideration of RMB110 million in 2015.
The principal asset of such company is a piece of land
located in Yixing, Jiangsu Province, PRC with an area of
approximately 53,000 sg.m. and certain plant, machinery
and equipment. Upon completion of the acquisition,
the assets of Jiangsu Qifeng were used as the Group’s
prefabricated construction workshop, which enhanced
the level of automation of fixed equipment therein
and improved the overall operational efficiency. The
management continued to expand the Group’s operation
size of the prefabricated construction business and
believed that the continuous development can facilitate its
business growth and market penetration in the PRC.

In 2016, the Group engaged in 10 (2015: 12) prefabricated
construction projects, of which all projects were residential
projects with a booked revenue of approximately
RMB560.5 million (2015: RMB763.0 million).

China Saite Group Company Limited T E & EE AR QG

SEEREREREHREEER EAB TR
EITHED CRREEEETERADERRY
HFANHSHREMEFOERNEET B E
EFREEERNEBEBNER - ROBETE %
E¥Ro A EE ARG E B A RE560,500,000
JC » i L FEE B4 A A RE763,000,0007T © % 5
HRE U A5 £ B 4B R 25 B {5 EE R 25 A 4941.6% 0%
EHB84.0% - EMBREHREEBRKR AR E
ZHALDEFTFANAGAKNEERAESHMAI X
BERt AU ST BK -

EASEREBNBHEEERERTEN—
B EEP2015F AR E A R#110,000,0007T 4
BTHER - ZRARNEZEEAMML P EIT
EHEM (G EES L4 A53,000F 5 KA LH -
UERETHE « #EREE - RIKESEETKE -
THEENEEANEEBERELABR  HiEs
THREABRERENEBLIEE katEES
BEYR - ERHEHENREEZERBEEGHR
BEBNEERE CTHEEHEZXRERETEH
EBEERTIHEBE -

20164F » SEE#EIT10ME (20154 « 121#) 2 £ AL FE R
BHREEEE  MEHAXEERE  BEEIRIEYH
AR #560,500,0007t (20154 : A R#763,000,000
JT) °



Contract amounts of steel structure projects and
prefabricated construction projects of the Group in 2016
in comparison with those in the previous year

2016
20164

Steel Prefabricated
structure construction

projects

2RERER

projects
HEWER
RMB’000
ARETT

Opening value of backlog FOARIAR
at the beginning of the year kil 122,086
Value of new contracts HARSE 1,257,224
Revenue recognised BERY 1,090,263
Closing value of backlog FRATIAALE 289,047

The number of new contract signed and the total contract
revenue of new contracts entered into by the Group in the
year under review was 24 (2015: 30) and approximately
RMB2,093.9 million (2015: RMB1,729.9 million),
respectively. The average contract revenue of the signed
contracts increased to approximately RMB87.3 million in
2016 from approximately RMB57.7 million in 2015.

The closing value of backlog in 2016 increased to
approximately RMB735.0 million as compared with the
closing value in 2015 of approximately RMB291.9 million.
Due to the increase in closing value of backlog, despite
of the increase in total contract sum of new contracts
entered into in 2016, the Group recognised a total revenue
of approximately RMB1,650.8 million which was decreased
by 10.0% from RMB1,834.7 million recorded in previous
year.

BHREEE

RMB’000

ARBFRL

169,799
836,700
560,497
446,002
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SER06FEHAGHEEERZEERREHESR
FEMERASFRLFERENLE

Year ended 31 December

HZE12R31BLEE Changes in the

2015 total amount for

015 this rep.ortlng

period as

Steel  Prefabricated compared with

structure construction the previous

Total projects projects Total year (%)

PREEY FREHBLE

@t HLEBERE BAREER Act b EEHR (%)
RMB’000 RMB’000 RMB'000 RMB'000
ARBTT ARBTT ARETT ARETR

291,885 102,201 294,447 396,648 -26.4

2,093,924 1,091,510 638,391 1,729,901 21.0

1,650,760 1,071,625 763,039 1,834,664 -10.0

735,049 122,086 169,799 291,885 151.8

REEFE NEBZEENH S R E A24E (2015
£ :30f8) MPFARMNARKSABHAEARE
2,093,900,0007T (20154 : A R#1,729,900,0007T) °
EEARMEENARKZE S EYEH015EH
49 A R #57,700,0007T 1 11 £20164F &) 49 A R &
87,300,0007T, ©

BR2015%F 4 K 49 A R #291,900,0007T th &+ 2016
FERATIARESEIGINEHARET35,000,000
e ARFERRATIARSBEME N FitLE
BE2016F I MFARBERSEEN  AEBEH
O RE R 2 4 A A B #1,650,800,0007T @ 138

K F /A RM1,834,700,0007T 5% 210.0% ©
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FINANCIAL REVIEW

Revenue

For the year ended 31 December 2016, the Group’s
revenue was approximately RMB1,650.8 million,
representing a decrease of approximately RMB183.9 million
or 10.0% as compared with that for the year ended 31
December 2015.

The following table sets out a breakdown of the
Group’s revenue in terms of steel structure projects and
prefabricated construction projects for each of the years
indicated:

Bt %5 Bl BB

i 22
HE2016F12A31HIEFE - AEEN W=D AEA

R#1,650,800,0007T * & & £2015F 12 A31H IEF
E R A 4 A R #183,900,0007T 810.0% ©

TREINSHARFEARENHEBEE RS
KEBERBHZEBERNKEHAA:

For the year ended 31 December

#ZE12A31BLEE
2016 2015
20164 2015%F
RMB’000 Percentage RMB’000  Percentage
ARETR AN ARETT 16 L (%)
Construction of B

— Steel structure projects — & EE 1,090,263 66.0 1,071,625 58.4

— Prefabricated construction ~— — &% fid 78 &L
projects HEEIEE 560,497 34.0 763,039 41.6
Total = 1,650,760 100.0 1,834,664 100.0

The revenue attributable to steel structure projects
increased by 1.7% from approximately RMB1,071.6 million
for the year ended 31 December 2015 to approximately
RMB1,090.3 million for the year ended 31 December
2016. Among different types of projects, the Group
recorded a revenue of RMB553.9 million (2015: RMB229.3
million) generated from both completed and uncompleted
construction projects of factories, which outweighed the
decrease in revenue generated from construction projects
of public structure of approximately RMB204.1 million
(2015: RMB487.5 million).

In addition, the Group continued to expand its presence
in other provinces in the PRC outside Jiangsu Province,
such as Shanghai, Guizhou, Yunnan, Anhui, Zhejiang,
Jilin, Hunan, Fujian, Liaoning and Guangdong. The steel
structure businesses in the PRC outside Jiangsu Province
accounted for approximately 30.3% (2015: 28.3%) of the
Group’s total revenue in 2016, which showed an increase
of 2.0 percentage point when compared to the previous
year.

China Saite Group Company Limited T E & EE AR QG

M4 TAE BRI SR E = 2015F 12 A31BIEFER
#) A R #1,071,600,0007T 38 I01.7% = & = 201612
A31HIEFERL A RE1,090,300,0007T ° R& LA
B AEEEEA R ATROMEEZEEEEA
R #553,900,0007T (20154F : A R #229,300,0007T)
ek RURSHAEERERBEEEZKZRLZ
#9 N R#204,100,0007T (20154 = A R#487,500,000
JC) ©

BE ASENFENEE TIHANINOFHRE
fEmMES &M BF T/ T T
HERE - BERERS c BENTRIETHE
B 80 45 1 ZE TS 4045 R £ B 2016 4F £ 42 I 25 1930.3%
(20154 : 28.3%) * & FEFEMN2.0MEH D 2 »



The revenue attributable to prefabricated construction
projects decreased by 26.5% from approximately
RMB763.0 million for the year ended 31 December 2015
to approximately RMB560.5 million for the year ended
31 December 2016. The decrease in revenue from
prefabricated construction business has mainly resulted
from the competitive business environment in the PRC and
the problem of oversupply in the worldwide construction
industry.

Gross profit and gross profit margin

The following table sets out a breakdown of the Group’s
gross profit and gross profit margin (“GP margin”) in terms
of steel structure projects and prefabricated construction
projects for each of the two years ended 31 December
2015 and 31 December 2016:

FEREEBHERERBELREAEZE2015
F12A31H8 I F E 4 A R #763,000,0007T & 4
26.5% = B 22016 F12A31H L FEMH AR
560,500,0007T ° 2 5 it 78 27 1 7 28 A IR
DHEBHRPEEERETFHNRERESE
TTEMEBRFATE -

EFRENE
TR NEE2015F12 A31H K 2016F12 A31H

IMEFERFARENHARAAR2EER
HEHEZERBNENREMNE(ENE)AM:

For the year ended 31 December

HE12B31HLEE
2016 2015
20165 20154
GP margin GP margin
RMB’000 % RMB’000 %
ARET XLV AR TT EMER
Construction of E®

— Steel structure projects — M&#EIAE 230,265 21.1 258,470 241

— Prefabricated construction ~— — &AL
projects KRR 198,027 35.3 254,367 33.3
Total &t 428,292 25.9 512,837 28.0

The gross profit attributable to steel structure projects
amounted to approximately RMB230.3 million for the
year ended 31 December 2016, represented a decrease
of 10.9% from approximately RMB258.5 million for the
year ended 31 December 2015. The GP margin of steel
structure projects decreased from approximately 24.1% for
the year ended 31 December 2015 to approximately 21.1%
for the year ended 31 December 2016. The decrease was
mainly due to the increase in the production costs of steel
structure when compared with 2015.

HE2016F12A3BLFEMNHAEBERWEE
R 49 B A R #230,300,0007T @ K& =20155F12 5
31H IEFEH A RE258,500,0007C J# 410.9% ° i
EBIBEMNENEHEE2015F12A31H IEFE L)
241%F V> EEH £ 2016F12 AZIH IEFE4921.1% °
B A B A 8 A4S T R AE E R AN B AE #2015
FEAIESATE -
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The revenue attributable to prefabricated construction
projects decreased by approximately 26.5% from
approximately RMB763.0 million for the year ended 31
December 2015 to approximately RMB560.5 million for
the year ended 31 December 2016. The gross profit
decreased by approximately 22% from approximately
RMB254.4 million for the year ended 31 December 2015
to approximately RMB198.0 million for the year under
review. Despite the decrease in gross profit generated
from the prefabricated construction projects, the GP
margin attributable to prefabricated construction projects
increased from approximately 33.3% for the year ended
31 December 2015 to approximately 35.3% for the year
ended 31 December 2016, representing an increase of 2.0
percentage points. The increase is due to the fact that the
Group had better cost control and the efficient utilisation
of assets of Jiangsu Qifeng.

The Group’s overall GP margin decreased from
approximately 28.0% for the year ended 31 December
2015 to approximately 25.9% for the year ended 31
December 2016, mainly due to lower GP margin of steel
structure resulted in the current year.

Selling and marketing expenses and administrative
expenses

During the year ended 31 December 2016, the total selling,
marketing and administrative expenses were approximately
RMB40.3 million (2015: RMB69.5 million), represented a
decrease of approximately RMB29.2 million. The decrease
was mainly resulted from (i) decrease of approximately
RMB12.6 million regarding to the share option expenses;
(i) decrease of approximately RMB12.2 million derived from
provisions for financial guarantee contracts; (i) decrease
in selling, marketing and administrative staff costs and
Directors’ emoluments of approximately RMB4.6 million;
and (iv) reversal of provision for financial guarantee
contracts of approximately RMB7.4 million, which were
set-off by (i) increase in exchange loss of approximately
RMB6.6 million; and (i) increase in donation of RMB1.0
million.

Finance costs

During the year ended 31 December 2016, the Group’s
finance costs of RMB6.6 million (2015: RMB1.3 million)
was derived from short-term borrowings amounting to
HK$90 million in total from (i) an individual; and (i) an entity
incorporated in Hong Kong, which were both independent
third parties. The borrowings were unsecured, interest
bearing at rates ranging from 8.4% to 12.4% and repayable
in 2017. Details are set out in note 27 to the consolidated
financial statements.

China Saite Group Company Limited FEEFEEERE QA

HE2016F12A3MBEFE2REEEEHZ
HSIFE G B E E2015F12A31BIEEED
A R #763,000,0007T 7 4 4926.5% = 49 A R &
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Capital structure, liquidity and financial resources

During the year ended 31 December 2016, the Group’s
net cash used in operating activities was approximately
RMB191.7 million (2015: net cash generated from operating
activities of approximately RMB15.2 million) and the
Group’s cash and cash equivalents at the year end was
approximately RMB779.3 million (2015: RMB881.4 million).

As at 31 December 2016, the Group had current assets
of approximately RMB2,313.9 million (2015: RMB1,928.5
million) and current liabilities of approximately RMB264.6
million (2015: RMB247.1 million). The current ratio (which
is calculated on the basis of current assets over current
liabilities) was 8.7 as at 31 December 2016 (2015: 7.8).

Total equity of the Group as at 31 December 2016 was
approximately RMB2,335.6 million (2015: RMB1,985.0
million). As at 31 December 2016, the Company’s issued
share capital was HK$224.2 million (31 December 2015:
HK$203.8 million) with 2,241.8 million (2015: 2,038 million)
Shares in issue.

On 29 September 2015 and 16 October 2015, the
Company entered into loan agreements amounting to
HK$50,000,000 and HK$40,000,000, with interest rates
ranging from of 8.4% to 12.4% (2015: 8%) per annum,
with two independent third parties. In 2016, the two loan
agreements are extended and the borrowings of the Group
are repayable in 2017 by instalments.

As disclosed in the Company’s announcement on 28
December 2016, the Company issued 203.8 million new
Shares pursuant to the subscription agreement entered
into between the Company and Five Seasons XIV Limited
on 12 December 2016 at a subscription price of HK$0.52
per Share, the issue of which raised a total capital of
HK$105.8 million. The subscribed Shares represented
approximately 9.09% in aggregate of the then issued share
capital as enlarged by the subscription. Five Seasons XIV
Limited is a company incorporated in the British Virgin
Islands with limited liability, and is a direct wholly-owned
subsidiary of Fullshare Holdings Limited (“Fullshare”),
which is a company incorporated in the Cayman Islands
with limited liability, whose issued shares are listed on
the Stock Exchange under the stock code 607. Fullshare
and its group companies are principally engaged in
property development, provision of green building services,
investment and healthcare products and services business.
The Directors were of the view that upon the subscription,
the Group can (i) raise capital for it to facilitate its long-term
development and further strengthen its financial position
and to use the funds for general working capital purpose;
and (i) bring in a renowned investor with strong financial
resources and extensive business network including but
not limited to areas of cooperation in property development
and green building which will in turn bring strategic value
to the Group.

BXER RDESRMBAR

HZE2016F12A31HILEFE  AEELEEBFTA
[ FEH A A RE191,700,0007T (20154 : & &
EBATEIR S FEE N ARE15,200,0007T) ¢ MAE
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The net proceeds from the subscription amounted to
approximately HK$105.8 million were intended to be utilised
(i) towards funding any new acquisitions or business
ventures when opportunities arise; and/or (i) as general
working capital of the Group.

Subsequent to the year ended 31 December 2016, as
disclosed in the Company’s announcement on 20 January
2017, the Group had acquired a total of number 1,140
shares of Fire Scorpion Limited, representing 11.17% of
the total issued share capital of Fire Scorpion Limited,
at a total consideration of HK$56,544,000, which was
satisfied by the Group by (i) allotment and issuance of a
total of number 88,947,935 consideration shares of the
Company to the seller based on the issue share price
of HK$0.557 per share of the Company, representing
approximately 3.82% of the then issued share capital of
the Company as enlarged by the issue of the consideration
shares; and (i) HK$7,000,000 settled by cash. In order to
further enhance the competitiveness of the Group under
the current economic environment, the Group intended to
diversify its income stream to enhance shareholders’ value
and the Directors have been exploring different business
opportunities in other sectors in order to broaden the
sources of income and to boost the business performance
of the Group. The Directors believe that the acquisition
of Fire Scorpion Limited and its associates is a good
investment opportunity for the Group to tap into the big
data logistics financial service and internet trading platform
service industries. The Group intended to bring in the
internet platform services business of the Target Group
as a new source of income in future. The Directors are
of the view that the internet platform services business of
the Target Group can provide support to the construction
projects of the Group in the event appropriate opportunities
arise.

Treasury Policies

The Group has adopted a prudent treasury policy and
thus maintained a healthy liquidity position throughout the
year. The Group strives to reduce credit risk by performing
ongoing credit assessments and evaluations of the financial
status of its customers. To manage liquidity risk, the Board
closely monitors the Group’s liquidity position to ensure
that the liquidity structure of the Group’s assets, liabilities
and other commitments can meet its funding requirements
from time to time.

Significant investments held

During the year under review, except for investments in
subsidiaries and interest in a joint venture as disclosed in
the consolidated financial statements, the Group did not
hold any significant investment in equity interest in any
other company.
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Material acquisitions and disposals of subsidiaries and
associated companies

Other than as disclosed below and in section headed
“Capital structure, liquidity and financial resources” above,
the Group did not have any material acquisitions and
disposals of subsidiaries and associated companies.

On 15 December 2015, Jiangsu Saite Steel Structure
Co., Ltd. (“Saite Steel (Jiangsu)’), Mr. Xu Fanghua, an
executive Director, and Ms. Lu Weijuan, an independent
third party, entered into a capital injection agreement,
pursuant to which Saite Steel (Jiangsu), as investor, agreed
to inject an aggregate sum of RMB226 million into Jiangsu
Chenli Eco-Technology Company Limited (the “Capital
Injection”). Details of the Capital Injection are set out in
the Company’s announcements dated 15 December 2015,
25 January 2016, 17 February 2016, 24 February 2016,
17 March 2016, 31 March 2016, 30 May 2016, 29 July
2016 and 30 September 2016. After careful consideration
of all the circumstances including the current economic
conditions, the volatility of the capital market and the
recent market fluctuations, Saite Steel (Jiangsu), Mr. Xu
Fanghua and Ms. Lu Weijuan decided not to proceed with
the Capital Injection. On 30 November 2016, Saite Steel
(Jiangsu), Mr. Xu and Ms. Lu entered into a termination
agreement, pursuant to which the parties had mutually
agreed to terminate the agreement of Capital Injection
and the transactions contemplated thereunder with effect
from the date of the termination agreement, and each
party thereto was released and discharged from its
obligations and liabilities by virtue of or in relation to the
agreement of Capital Injection. As the Capital Injection was
terminated prior to completion, no consideration had been
paid or is payable by the Group. The Board considers
that the termination of the Capital Injection Agreement
has no material adverse impact on the existing business
operations of the Group.

Charge on assets

As at 31 December 2016, other than as disclosed in note
15 to the consolidated financial statements, the Group did
not have any charge on assets.
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Gearing ratio

Gearing ratio is calculated based on total debt (including
payables incurred not in the ordinary course of business)
at the year end divided by equity attributable to owners
of the Company at the year end multiplied by 100%. As
at 31 December 2016, the gearing ratio of the Group was
approximately 3.7% (2015: 3.8%).

Foreign exchange exposure

The Group’s businesses are principally operated in the
PRC and substantially all of its transactions are conducted
in RMB and most of the Group’s assets and liabilities
are also denominated in RMB. The Group is subject to
foreign exchange rate risk arising from future commercial
transactions and recognised assets and liabilities which are
denominated in a currency other than RMB. During the year
under review, the Group did not commit to any financial
instruments to hedge its exposure to foreign currency
risk and did not adopt a foreign currency hedging policy.
However, the management of the Group monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.

Event after the Reporting Period

Other than as disclosed in section headed “Capital
structure, liquidity and financial resources” above, there is
no major event after the reporting period.

Fund raising

As disclosed in section headed “Capital structure, liquidity
and financial resources” above, on 28 December 2016,
the Company issued 203.8 million new shares at a
subscription price of HK$0.52 per share.

The net proceeds from the subscription amounted to

approximately HK$105.8 million were not used by the
Group during the year.
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Capital Expenditures

During the year ended 31 December 2016, the Group’s
capital expenditure consisted of additions to property, plant
and equipment amounting to approximately RMB23,000.

Capital Commitments

Other than a capital expenditure authorised and contracted
in respect of an acquisition of an available-for-sale financial
asset amounting to RMB6,271,000, as at 31 December
2016, the Group did not have any significant capital
commitments.

Employees

As at 31 December 2016, the Group had approximately
566 (2015: 538) employees. The related staff cost
(including remuneration of Directors in the form of salaries
and other benefits) for the year ended 31 December
2016 was approximately RMB66.4 million (2015: RMB79.8
million).

The Group remunerates its employees based on their
performance, experience and prevailing industry practice.
Competitive remuneration package is offered to retain
elite employees. Our package includes salaries, medical
insurance, discretionary bonuses, share options, on-the-
job training, other benefits as well as mandatory provident
funds schemes for employees in Hong Kong and state-
managed retirement benefit schemes for employees in the
PRC.

The employees of the Company’s subsidiaries established
in the PRC are members of state-managed retirement
benefits schemes operated by the PRC government.
Such subsidiaries are required to contribute a specific
percentage of the total monthly basic salaries to the
retirement benefits schemes.
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The Group also operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong. The
Group contributes 5% of relevant payroll costs (capped at
HK$1,500 per month with effect from 1 June 2014) of each
individual employee to the scheme, which contribution is
matched by employees.

During the year ended 31 December 2016, the Group
had no forfeited contributions available to reduce its
contributions to the retirement benefits schemes set out
above.

FUTURE PROSPECTS AND
STRATEGIES

Analysing the economic trend from 2015 to 2016, the
Group was facing great challenges in the past 2 years, with
the slowdown of growth of the PRC economy. Despite the
difficulties that the Group encountered, the management
is confident to explore more opportunities in both the
steel structure business and prefabricated construction
business.

For steel structure business, the Group will continue its
market expansion from Yangtze River Delta region to the
central and western regions of the PRC. According to the
China’s Thirteenth Five-Year Plan, the central government
of the PRC will speed up the pace of development
of the central and western regions, giving us a great
opportunity for the expansion of steel structure business
geographically. The Group has thorough cooperation with
state-owned enterprises as Shanghai Urban Construction
to gradually expand its business into other regions
outside Jiangsu Province and in particular those regions
in Central and Western China where the construction
of infrastructures is relatively lagging behind, as well as
upholding its product quality and building its brand. On
the other hand, the implementation of One Belt, One Road
policy in the PRC is also one of the main focus of the
Group’s development strategy in the coming years. During
the year, the Group has built a new business partnership
with FREIZETEHINGESERAT (China Building-
Materials Industrial Corporation for Foreign Econo-
Technical Cooperation*) (“CBMC”) and aims to expand its
steel structure business in Algeria and neighboring regions.
The Group also strives for expansion in other overseas
markets including Australia, Turkey and African countries
through cooperation with multi-national corporations. With
both the opportunity from the government’s development
direction and the Group’s close business relationship with
multi-national partners, the Group will seize the market
share in this segment.
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For prefabricated construction business, according to the
National Plan on New Urbanisation (2014-2020) released
by the PRC State Council, certain measures will be
carried out to increase the level and the quality of the
PRC’s urbanisation in the future, aiming at having the
urbanisation rate to reach 60% by 2020. Under the effect
of increasing domestic demand on social security housing,
our management believes that the Group can achieve a
steady growth in our prefabricated construction business
segment. In previous years, we have built a mutually
beneficial trust business relationship with Shanghai Urban
Construction on civil construction projects, including the
construction of social security housing, municipal facilities,
transportation, and civic engineering. In the coming future,
we target to deepen our cooperation and to seize the
opportunity in construction of prefabricated parts in the
PRC’s metro system. With the deepening cooperation
with China Triumph International Engineering Corporation
and China Metallurgical Construction Engineering Group
Co. Ltd., the Group aimed to further expand the reach
of its prefabricated construction business activities to
other regions outside Jiangsu Province. This will bring a
promising future for the Group’s development.

Amid the complicated economic situations in both
domestic and overseas markets, the management of the
Group will actively act in response to the markets and
continue to improve its own operation and management
efficiency to capture any opportunities arising from closer
connection of domestic macro-economic situation and the
international markets. The Group will take full advantage
of the solid foundations of its steel structure business
and prefabricated construction business while enhancing
cooperation with state-owned enterprises, central
enterprises and multi-national corporations to enrich its
business mix and broaden its income stream with a view
to boosting the Group’s business to a higher level and
creating long-term values for the shareholders.
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EXECUTIVE DIRECTORS

Mr. Jiang Jianqiang (# &35%), aged 51, the founder of
our Group, is our chairman and executive Director. Mr.
Jiang Jiangiang was appointed as our executive Director
on 31 July 2012. He is responsible for the overall strategic
planning and management of our Group. Mr. Jiang
Jiangiang has extensive experience in the steel structure
industry, and has been engaged in such business for over
17 years.

Mr. Jiang Jiangiang completed a three-year professional
course in the Faculty of Architecture at Southeast
University in July 1996 and is a practising Grade One
Constructor registered with the Ministry of Housing. He
was also qualified as &A% TI2AT (senior engineer) and
= A4S SERD (senior economist) by ST E & AEEE (Jiangsu
Province Personnel Department) in June 2008 and July
2009 respectively. From May 1995 to April 1998, he served
as the deputy general manager of T FRRIZLELTETIE
BBR AR (Jiangsu Yusheng Construction and Installation
Company Limited*), a company principally engaged in
construction projects and lifting equipment installation,
and during such period he was responsible for the
administration and production and business management
of such company. Since September 1998, Mr. Jiang
Jiangiang has acted as the general manager of Saite Steel
(Jiangsu). As at the date of this report, Mr. Jiang Jiangiang
was a director of China Saite (Overseas) Company Limited,
China Saite (H.K.) Company Limited, Modern Day Holdings
Limited, Saite Steel (Jiangsu), and Jiangsu Qifeng, each
being a wholly-owned subsidiary of the Company and
Jiangsu HuaChen Saite, being a joint venture invested by
the Group. He also served as a representative in the 12th
Communist Party Congress of Yixing, the PRC and 16th
People’s Congress of Yixing, the PRC.

Mr. Shao Xiaogiang (B8 /M38), aged 42, was appointed
as our executive Director on 31 July 2012. He is also our
chief executive officer. He is responsible for the production
and technical teams of our Group. Mr. Shao is also
responsible for approving contracts with our customers,
making the decision for engaging installation teams and
production teams and whether to subcontract any works
to subcontractors.

* for translation purpose only
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Mr. Shao graduated with a bachelor’'s degree in management,
majoring in T2E# (engineering management), from T
A& (Jiangnan University) in July 2011. Mr. Shao was
qualified as an engineer (specialising in steel structures) by
FRE3EEE T2 42 7] (China State Construction Engineering
Corporation®) in December 2004 and a practising Grade
2 Constructor jointly awarded by T # & A5 EE (Jiangsu
Province Personnel Department), /TZr&EZETREIE
/& (Construction Project Administration Bureau of Jiangsu
Province) and /T # & 2% 2 (Department of Construction
of Jiangsu Province) in January 2007. He has more than 16
years of experience in the construction industry. He was
awarded with {2 F5THE &% (Excellent Project Manager)
for the project of EM =ZEMHM ITEBR AR MESER
E B 45 TH2 (Taizhou Sanfu Marine Engineering Co.,
Limited Hull Block Fabrication Workshop Steel Structure
Project) in 2008. From April 1996 to November 1999, he
worked as the head of the technical department of JT %k
ol EERXBRAA (Jiangsu Xiaojin Steel Structure
Construction Co., Ltd.*), a company principally engaged
in production and installation of steel structure. He joined
our Group in December 1999 and has served as a deputy
general manager and the deputy administrative manager of
Saite Steel (Jiangsu) since then, overseeing the engineering
and technical work and the production process of our
Group. As at the date of this report, Mr. Shao was also a
director of Saite Steel (Jiangsu), a wholly-owned subsidiary
of the Company and Jiangsu HuaChen Saite.

Mr. Xu Fanghua (&3 ), aged 52, joined the Company
as an executive Director on 15 December 2015. He has
over 10 years of experience in the eco-friendly construction
industry. Mr. Xu graduated from & 72 T A2 (Nanjing
University of Science and Technology) in environmental
engineering in July 2003. He was appointed as the
chairman of the board of directors and general manager of
STERENEEARAR (Jiangsu Chenli Company Limited*)
in February 1991. Jiangsu Chenli Company Limited was
deregistered in January 2013. Mr. Xu then founded Jiangsu
Chenli in October 2012 and has been appointed as the
chairman of the board of directors as well as the general
manager of Jiangsu Chenli since October 2012.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Xu Jiaming (R KBH), aged 46, was appointed as our
independent non-executive Director on 11 October 2013.
Mr. Xu graduated with a bachelor’s degree in T ¥ & 12
TH(BEEE B ZH) (Industrial Management Engineering
(Management Information Systems)) from & & T £ 3
(Wuhan Institute of Engineering) in June 1992 and obtained
a master’s degree in business administration from B = X
& (Nanjing University) in December 2003. He is currently
a candidate for a doctorate degree in & ¥ Fl E2 8L T 2
(Management Science and Engineering) at B )£ T K&
(Wuhan University of Technology). He has over 16 years
of experience in corporate management and consultancy.
From January 1997 to May 1998, he served at R [@
Bl 1= B E ¥ % @ A& R A 7 (Nanjing Toptry Information
Industry Group Co., Ltd.*), a company principally engaged
in software development and information services as the
head of its marketing department, deputy manager and
the head of its EF ¥ 30 (department of electronic
commerce). Since May 1998, he has served as the chief
consultant and the general manager of R B M EE
HA AR 2AA (Nanjing Zhiyu Corporate Management
Consultants Company Limited®), a company principally
engaged in provision of business consultancy services. He
acted as the chief human resources manager of 4L 2 R1{2
£ B AR AT (Red Star Home Furniture Group Limited*),
a company principally engaged in, among others, sale of
home furniture, between June 2005 and July 2007 and
the general manager of 4 E XY HMNERAA
(Red Star Macalline International Consultancy Company
Limited®), a company principally engaged in provision of
business consultancy services, between June 2005 and
July 2007. From December 2008 to September 2010,
he also served as the management consultant and the
president of B AEEHR AR (Permanent Group Co.,
Ltd."), a company principally engaged in the manufacture of
steel structures and machineries. Since September 2010,
he has acted as the corporate management consultant
of MREREXIEREEAMR AT (Nanjng Fullshare
Holdings Group Limited*), a company principally engaged
in construction projects.
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Mr. Chen Tiegang (PR &), aged 57, was appointed
as our independent non-executive Director on 11 October
2013. Mr. Chen graduated from 3k ot B 1% &2
Bt (Correspondence Institute of the Party School of the
Central Committee of the Communist Party of China)
majoring in economic management in December 1997
through distance learning. He was also qualified as an
economist by #EiHHAER (Wuxi Municipal Personnel
Bureau) in December 2002. He was appointed as the
general manager of HEMAHETEFEMEHAE AT (Yixing
City Economic Cooperation Committee Industrial Raw
Materials Company*), a company principally engaged in
the procurement and supply of raw materials, from August
1990 to September 1996. He served as the vice chairman,
the deputy general manager, and the committee member
of EEM#&EBE A A] (Yixing City Economic Cooperation
Group Company*), a company principally engaged in the
production of metallic materials and construction materials,
from October 1996 to August 2002. He acted as the
deputy manager, and the committee member of B #1mH
(B EEE®ARANT (Yixing City Trading and Asset
Management Company*), a company principally engaged
in the management of state-owned assets, from August
2002 to January 2012.

He was named as & £)fR7% % TIEE (advanced worker
of logistics services) in 1988 by H® &% A RKF (the
People’s Government of Yixing County), %851 48 /% 17
ERG R #EITIEE (advanced worker of the economic
cooperation system of Wuxi City) in 1993 by 5 4 E R
it EZ € (the Wuxi City Economic and Technological
Cooperation Committee), and & A & E # 15 T{E i TIE
# (advanced worker of lateral economic cooperation) in
1993 by BEE ML EHIELZEE (the Yixing City Economic
Cooperation Committee). Also, he was awarded i i T {E
Sci#E TYE# (advanced worker of circulation work) for three
consecutive years since 1991, and was further honoured
as MBIIEEFLIE(EM) (outstanding manager of
circulation work) for three consecutive years since 1995
by PEEBIHMZEZES® (Yixing City Committee of the
Communist Party of China).
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Mr. Luk Chi Shing (PERERX), aged 47, was appointed
as our independent non-executive Director on 3 January
2017. Mr. Luk graduated from City University of Hong
Kong in 1993, with a Bachelor of Arts in Accountancy. Mr.
Luk is an associate member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of
the Association of Chartered Certified Accountants. Mr.
Luk had been (i) an executive director of Trillion Grand
Corporate Company Limited (formerly known as Tai
Shing International (Holdings) Limited) (stock code: 8103)
from April 2014 to March 2016; (i) an independent non-
executive director of Interactive Entertainment China
Cultural Technology Investments Limited (formerly known
as China Mobile Games and Cultural Investment Limited)
(stock code: 8081) from December 2011 to August 2015;
(iii) an independent non-executive director of Dafeng Port
Heshun Technology Company Limited (stock code: 8310)
from February 2014 to March 2016; (iv) an independent
non-executive director of CircuTech International Holdings
Limited (formerly known as TeleEye Holdings Limited)
(stock code: 8051) from April 2015 to June 2016; and (v)
the company secretary and financial controller of Silk Road
Energy Services Group Limited (stock code: 8250) from
January 2012 to November 2015, and the shares of these
companies are listed on the Growth Enterprises Market of
the Stock Exchange of Hong Kong Limited.

Save as disclosed above, each of our Directors (i) did not
hold other positions in our Company or other members of
our Group as at the date of this report; (ii) had no other
relationship with any Directors, senior management or
substantial or controlling shareholders of our Company as
at the date of this report; and (iii) did not hold any other
directorships in listed public companies in the three years
prior to the date of this report.
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SENIOR MANAGEMENT

Mr. Shan Jinwen (EE$83C), aged 41, joined our Group
in September 2009 and has acted as the deputy general
manager of Saite Steel (Jiangsu) responsible for the sales
and marketing activities since September 2011.

Mr. Shan completed a three-year professional course in
electronic technology engineering at Southeast University
in July 1996 and obtained a master’s degree in business
administration from JEFPIEH KEZE (Macau University of
Science and Technology) in February 2004. He is also
a Grade One Constructor registered with the Ministry
of Housing. Prior to joining our Group, he acted as the
manager of the marketing department of 1&7a% i & 22 (FF
B) AR Aa (BSH Home Appliances Holding (China) Co.,
Ltd.*), a company principally engaged in development and
sale of home appliances and their after-sales services,
from November 1999 to June 2004. From June 2004
to August 2009, he took up the position of deputy
administrative manager of #E#HMIRAM4EE TIZERAH
(Wuxi City Modern Steel Structure Engineering Co., Ltd."),
a company principally engaged in production, processing
and installation of steel structures and their supporting
parts, and during such period he was mainly responsible
for the corporate management of such company. From
September 2009 to August 2011, Mr. Shan worked as the
general manager of Wuxi office of Saite Steel (Jiangsu).

Save as disclosed herein, to best of the knowledge,
information and belief of our Directors having made all
reasonable enquiries, each of the members of our senior
management has not been a director of any public
company the securities of which are listed on any securities
market in Hong Kong or overseas in the three years
immediately preceding the date of this report.

*

for identification purpose only
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CORPORATE GOVERNANCE
PRACTICES

The Board has committed to achieving high corporate
governance standards.

The Board believes that high corporate governance
standards are essential in providing a framework for the
Group to safeguard the interests of shareholders and to
enhance corporate value and accountability.

The Company has complied with all the code provisions
set out in the Corporate Governance Code (the “CG Code”)
in the Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (“Listing Rules”) for the
financial year ended 31 December 2016.

The Company will continue to enhance its corporate
governance practices to the conduct and growth of its
business and to review such practices from time to time
to ensure that they comply with the CG Code and align
with the latest development.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has devised its own code of conduct
regarding Directors’ and employees’ dealings in the
Company’s securities (the “Securities Dealing Code”) on
terms no less exacting than the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules and a warning to all
Directors, senior management and relevant employees of
the Group about insider dealing known as “Insider Dealing
— Warning”.

Specific enquiry has been made with all the Directors and
the Directors have confirmed that they have complied with
the Securities Dealing Code throughout the year ended
31 December 2016. No incident of non-compliance of the
Securities Dealing Code by the employees was noted by
the Company.
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BOARD OF DIRECTORS

The Board comprises the following Directors:

Executive Directors:

Mr. Jiang Jianqiang
(Chairman and chairman of Nomination Committee)

Mr. Shao Xiaoqgiang (Chief Executive Officer and member
of Remuneration Committee)

Mr. Xu Fanghua

Independent non-executive Directors:

Mr. Xu Jiaming (Member of Audit Committee and
Nomination Committee)

Mr. Chen Tiegang (Chairman of Remuneration
Committee, and member of Audit Committee and
Nomination Committee)

Mr. Ma Chun Fung Horace
(resigned on 13 December 2016)

Mr. Luk Chi Shing (appointed on 3 January 2017 as
Chairman of Audit Committee and member of
Remuneration Committee)

The biographical information of the Directors are set out
in the section headed “Profile of Directors and Senior
Management” on pages 26 to 31 of this report for the year
ended 31 December 2016.

None of the members of the Board is related to one
another.

Chairman and Chief Executive Officer

The positions of chairman and chief executive officer of the
Company are held by Mr. Jiang Jiangiang and Mr. Shao
Xiaogiang respectively. The chairman provides leadership
for the Board and is responsible for overall strategic
planning and management of our Group. The chief
executive officer focuses on overseeing our production
and technical teams of our Group. Their respective
responsibilities are clearly defined and set out in writing.

Independent non-executive Directors

During the year ended 31 December 2016, the Board
at all times met the requirements of the Listing Rules
relating to the appointment of at least three independent
non-executive Directors with one of whom possessing
appropriate professional qualifications or accounting or
related financial management expertise.

The Company has received written annual confirmation
from each of the independent non-executive Directors
in respect of his independence in accordance with the
independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company is of the view that all independent
non-executive Directors are independent.
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Non-executive Directors

Code provision A.4.1 of the CG Code stipulates that
non-executive Directors shall be appointed for a specific
term, subject to re-election whereas code provision A.4.2
states that all directors appointed to fill a casual vacancy
shall be subject to election by shareholders at the first
general meeting after appointment and that every director,
including those appointed for a specific term, shall be
subject to retirement by rotation at least once every three
years.

Mr. Xu Jiaming and Mr. Chen Tiegang, the independent
non-executive Directors, have been appointed for an initial
term of two years commencing from 1 November 2013
renewable automatically for successive term of one year
unless terminated by not less than three months’ notice in
writing served by either party.

Mr. Luk Chi Shing, an independent non-executive Director
appointed on 3 January 2017, entered into a letter of
appointment for an initial term of one year commencing
on 3 January 2017 until the next general meeting of the
Company and shall then be eligible for re-election at the
meeting in accordance with the Articles of Association
of the Company unless terminated by not less than one-
month’s notice in writing served by either party.

All of the independent non-executive Directors are subject
to retirement by rotation once every three years.

Responsibilities, Accountabilities and Contributions of
the Board and Management

The Board is responsible for leadership and control of the
Company and oversees the Group’s businesses, strategic
decisions, risk management, internal control systems and
performance and is collectively responsible for promoting
the success of the Company by directing and supervising
its affairs. The Board makes decisions objectively in the
interests of the Company.

All Directors, including independent non-executive
Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to
the Board for its efficient and effective functioning.

All Directors have full and timely access to all the
information of the Company as well as the services
and advice from the company secretary and senior
management. The Directors may, upon request,
seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging
their duties to the Company.
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The Directors shall disclose to the Company details of other
offices held by them and the Board regularly reviews the
contribution required from each Director to perform his
responsibilities to the Company.

The Board reserves for its decision all major matters
relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in
particular those that may involve conflict of interests),
financial information, appointment of Directors and
other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the
Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

Induction and Continuous Professional Development of
Directors

Directors keep themselves abreast of responsibilities as
a Director and of the conduct, business activities and
development of the Company.

Every newly appointed Director will receive formal,
comprehensive and tailored induction on the first
occasion of his/her appointment to ensure appropriate
understanding of the business and operations of the
Company and full awareness of director’s responsibilities
and obligations under the Listing Rules and relevant
statutory requirements.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. Internally-facilitated
briefings for directors will be arranged and reading material
on relevant topics will be issued to directors. All Directors
are encouraged to attend relevant training courses at the
Company’s expenses.
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During the year ended 31 December 2016, the Directors
received training on the following areas with an emphasis
on the roles, functions and duties of a director of a listed
company in compliance with the requirement of the CG
Code on continuous professional development:

REZE2016F12A31HILFE EZCEIUATEH
BERSETERRERFAETLESTATIET
ZEMRARESEZAG BERBE:

Accounting/

Financial/

Risk

Corporate Management/
Governance/ Management
Updates on or Other
Laws, Rules & Professional
Regulations Skills
't RS

EEESR EgEE
REEE KA EENHM

BB BERaEr

Executive Directors BITEE
Mr. Jiang Jiangiang Bk E v —
Mr. Shao Xiaogiang BB /)N o8 S A v -
Mr. Xu Fanghua BFESE v -
Independent non-executive Directors MBI FEHITEE
Mr. Xu Jiaming BRERBPLEE v -
Mr. Chen Tiegang PR 444 8 %5 A= v —
Mr. Ma Chun Fung Horace BRI 5 A4

(resigned on 13 December 2016) (F20164F12 513H BE (1) v v
Mr. Luk Chi Shing BE 75 B 5 N/A N/A

(appointed on 3 January 2017) (R2017E1 AR EZ L) TEA TEA
* Directors’ training is through attending in-house trainings/ - EEMFI BB MAIEI gk E

seminars or reading newspapers, journals and updated
legal and regulatory news.

BOARD COMMITTEES

The Board has established three committees, namely,
the Audit Committee, the Remuneration Committee and
the Nomination Committee. All Board committees of the
Company are established with defined written terms of
reference. The terms of reference of the Board committees
are posted on the Company’s website and the Stock
Exchange’s website and are available to shareholders upon
reqguest.

The list of the chairman and members of each Board

committee is set out under “Corporate Information” on
pages 3 to 5.
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The company secretary is responsible for ensuring the
proper convening and conducting of the Board and
Board committee meetings, with the relevant notices,
agenda, and the Board and Board committee papers
being provided to the Directors and the relevant Board
committee members respectively in a timely manner before
the meetings.

The company secretary is responsible for keeping minutes
of all the Board and Board committee meetings. The Board
and Board committee minutes are available for inspection
by the Directors and the relevant Board committee
members.

Audit Committee

The Audit Committee currently comprises three
independent non-executive Directors, namely Mr. Luk
Chi Shing (appointed as chairman on 3 January 2017),
Mr. Xu Jiaming and Mr. Chen Tiegang. Mr. Ma Chun Fung
Horace resigned as the chairman of the Committee on 13
December 2016.

The main duties of the Audit Committee are to assist the
Board in reviewing the financial information and reporting
system, risk management and internal control systems,
audit plan and relationship with external auditor, and
arrangements to enable employees of the Company to
raise, in confidence, concerns about possible improprieties
in financial reporting, risk management, internal control or
other matters of the Company.

The Audit Committee held two meetings to review interim
and annual financial results and reports in respect of the
year ended 31 December 2016 and significant issues
on the financial reporting and compliance procedures,
risk management and internal control systems, scope
of work and re-appointment of external auditor, and
arrangements for employees to raise concerns about
possible improprieties.

During the year ended 31 December 2016, there was no
disagreement between the Board and the Audit Committee
regarding the external auditor and there was no issue of
significant importance requiring disclosure in this annual
report under the Listing Rules.

The Audit Committee also met the external auditor twice
without the presence of the executive Directors.

Remuneration Committee

The Remuneration Committee currently comprises two
independent non-executive Directors, namely Mr. Chen
Tiegang (chairman) and Mr. Luk Chi Shing (appointed as
a member of the Committee on 3 January 2017), and
one executive Director, namely Mr. Shao Xiaogiang. Mr.
Ma Chun Fung Horace resigned as a member of the
Committee on 13 December 2016.
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The primary functions of the Remuneration Committee
include reviewing and making recommendations to
the Board on the remuneration packages of individual
executive directors and senior management, the
remuneration policy and structure for all directors
and senior management; and establishing transparent
procedures for developing such remuneration policy and
structure to ensure that no director or any of his/her
close associates will participate in deciding his/her own
remuneration.

The Remuneration Committee met once to review and
make recommendation to the Board on the remuneration
policy and structure of the Company, and the remuneration
package of the executive Directors and senior management
and other related matter.

Nomination Committee

The Nomination Committee currently comprises one
executive Director, namely Mr. Jiang Jiangiang (chairman),
and two independent non-executive Directors, namely
Mr. Xu Jiaming and Mr. Chen Tiegang. The principal
duties of the Nomination Committee include reviewing the
Board composition, developing and formulating relevant
procedures for the nomination and appointment of
directors, making recommendations to the Board on the
appointment and succession planning of directors, and
assessing the independence of independent non-executive
Directors.

In assessing the Board composition, the Nomination
Committee would take into account various aspects set
out in the Board Diversity Policy, including but not limited
to skill, regional and industry experience, background, race
and other qualities of Directors. The Nomination Committee
would discuss and agree on measurable objectives for
achieving diversity on the Board, where necessary, and
recommend them to the Board for adoption.

The Nomination Committee met once during the year
ended 31 December 2016 to review the structure, size
and composition of the Board and the independence of
the independent non-executive Directors, and to consider
the qualifications of the retiring Directors standing for
election at the Annual General Meeting. The Nomination
Committee considered an appropriate balance of diversity
perspectives of the Board is maintained.

Corporate Governance Functions

The Board is responsible for performing the functions set
out in the code provision D.3.1 of the CG Code.

The Board reviewed the Company’s corporate governance
policies and practices, training and continuous professional
development of directors and senior management, the
Company’s policies and practices on compliance with
legal and regulatory requirements, the compliance of the
Securities Dealing Code and the Company’s compliance
with the CG Code and disclosure in this Corporate
Governance Report.
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ATTENDANCE RECORD OF
DIRECTORS AND COMMITTEE
MEMBERS

The attendance record of each director at the Board and
Board Committee meetings and the general meeting of the
Company held during the year ended 31 December 2016
is set out in the table below:

EEREEENEL
el R RT3

REZ2016F12A31IHLEFERARGBIZEREN
EEZE e ARERGZEESHELER
RT&:

Attendance/Number of Meetings

HERY EHERH

Annual
Nomination Remuneration Audit General
Name of Director Board Committee Committee Committee Meeting
BREEE
BESEB ESEg RazE" FWEEE BEREEE XE
Mr. Jiang Jiangiang (Chairman) ¥ i 3% % 4 4/4+ 1/1+ N/A N/A 1/1+
(EFE) ~iE A 58 A
Mr. Shao Xiaogiang BB/ a5 & 4/4 N/A 1/1 N/A 1/1
TEA TEA
Mr. Xu Fanghua BRIFELRE 4/4 N/A N/A N/A 11
i A i@ A 38 A
Mr. Xu Jiaming BRRALAE 4/4 1/1 N/A 2/2 11
~iE A
Mr. Chen Tiegang BeR 2 8 5T £ 4/4 1/1 1/1+ 2/2 11
Mr. Ma Chun Fung Horace BiRE A& 4/4 N/A 11 2/2+ 11
(resigned on 13 December (72016412 A i A
2016) 13H B f£)
Mr. Luk Chi Shing (appointed on [E & ik 56 4 N/A N/A N/A N/A N/A
3 January 2017) (7201718 58 A T 5E ~iE 58 A ~iE
SHEZE)
* Chairman * *E

Apart from regular Board meetings, the Chairman also held
meetings with the independent non-executive Directors
without the presence of executive Directors during the
year.

DIRECTORS’ RESPONSIBILITY IN
RESPECT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledged their responsibility for
overseeing the preparation of the financial statements of
the Group for the year ended 31 December 2016. The
Directors have ensured that the financial statements of the
Group are prepared so as to give a true and fair view of
the Group’s state of affairs, the results and cash flow for
the year, and on a going concern basis in accordance with
the statutory requirements and applicable accounting and
financial reporting standards.
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The Directors also ensure timely publication of the
Group’s financial statements and aim to present a clear,
balanced and understandable assessment of the Group’s
performance and position through all its publications and
communications to the public. They are also aware of the
requirements under the applicable rules and regulations
about timely disclosure of inside information.

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going
concern.

The statement of the independent auditor of the Company
about their reporting responsibilities on the consolidated
financial statements is set out in the Independent Auditor’s
Report on pages 73 to 74.

AUDITORS’ REMUNERATION

The remuneration paid or payable to the external auditor of
the Company in respect of audit services and non- audit
services provided to the Company and its subsidiaries
for the year ended 31 December 2016 amounted to
HK$2.15 million and HK$0.93 million respectively.

An analysis of the remuneration paid to the external auditor
of the Company, Messrs. Deloitte Touche Tohmatsu, in
respect of audit services and non-audit services for the
year ended 31 December 2016 is set out below:

EETEREFTBEATENPBEER  LiBB
HArATEX R ERRALETHBEA  BAH2
5 — BB AL B/ RBE MR EBH - FE R
AREEEE RECHNBEREEREARE
R0 AR R R AR o

EXUVTAEBTMERANEERR S RAEHEAR
B BRERENERERRR ZEGHLBER -

ARRBICZBMBRRERG AV BHR ZHR
BEEZRASENETIRTAE 2 B ZHERE -
A o

B B8 B % BN

KABGE 22016F12A31B IEFERETFARD
AIREMBAR 2 EAZRS XIEEZRE R INE
% 8RN 2 A5 3 P 2 B 9 Bl 22,150,000 T &
930,0007% 7T, °

AATREE2016F12A3B L FEZEXRBER
EEZRBAARRIIEIZEAMESeHER TS
AT 2 H B AT E ST

Fees Paid/

Payable

Eft EFRER

Service Category HK$(million)

BRI ER BIT(EH)

Audit Services EZR 215
Non-audit Services SEE| IR

— interim review — B 0.93

3.08

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board is responsible for risk management and
internal control systems of the Group and for reviewing
its effectiveness. Procedures have been designed
for safeguarding assets against unauthorised use or
disposition, the maintenance of proper accounting records
for the provision of reliable financial information for internal
use or for publications and the compliance of applicable
laws, rules and regulations.
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The Group has set principles and guidelines of risk
management framework for an effective and adequate
approach to be applied across the Group to manage the
risks associated with its business and operations. This
framework is designed to enhance risk management of the
Group through an integrated framework so that all material
risks faced by the Group are identified and appropriately
managed.

Each department is responsible for identifying, assessing
and managing risks within its business, ensuring that
appropriate internal control for effective risk management
are implemented. The management is responsible for
overseeing the risk management and internal control
activities of the Group. In terms of review of the Group’s
internal control system, an internal control self-assessment
process is in place, requiring the management team of
each significant and material unit to review and evaluate
the effectiveness of the controls over the operations and
devise action plans to address the issues (if any). The
internal audit department of the Group is responsible for
evaluating the effectiveness of the Group’s policies and
procedures in relation to risk management and internal
control systems, submitting their reports of their findings
and recommendations to the Board at the meetings for
necessary actions, and follow up on issues arising from
their finding. The Audit Committee provides independent
review on effectiveness of the risk management and
internal control systems of the Group and gives their
recommendation to the Board. The Board is responsible for
reviewing the internal audit report and approving policies
and procedures designed by the management.

The Group also engaged an external consultant
specialising in identifying and evaluation of significant
risk of the Group’s business and operation. The external
consultant does not have any connection with the Group
and the Board believes that their involvement could
enhance the objectivity and transparency of evaluation
process. In conjunction with our internal audit department
and senior management, the external consultant conducts
an annual assessment on risk management and internal
control systems of the Group together with suggestion and
solutions and submit to the Board for their consideration.

During the year under review, the management assisted
the Board in the implementation of the Group’s policies
and procedures within the Board’s delegation by identifying
and assessing the risks faced, and in the design, operation
and monitoring of suitable internal controls to mitigate
and control such risks. The Board conducted reviews and
discussed with the management on the effectiveness of the
Group’s risk management and internal control systems as
required by paragraph C.2 of the Code, covering adequacy
of resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting,
internal audit and financial reporting functions and any
resolutions for material internal control defects.

The risk management and internal control systems are
reviewed and assessed on an on-going basis by the
Audit Committee and the executive Directors, and will be
further reviewed and assessed at least once each year by
the Board. These systems were considered effective and
adequate.
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The Board has implemented procedures and internal
controls for handling and dissemination of inside
information. Since shares of the Company listed on the
Main Board of the Stock Exchange, the Company has
adopted a policy which aims to set out guidelines to the
Group’s directors, officers and all relevant employees
to ensure inside information of the Company is to be
disseminated to the public in equal and timely manner in
accordance with the Securities and Futures Ordinance and
the Listing Rules.

REGULATORY COMPLIANCE

The Group have established a system to ensure the
management and the relevant personnel have sufficient
up-to-date knowledge of relevant laws and regulations.
Under such system, the Directors and members of the
management in charge of the Group’s construction
projects shall be informed of the changes to the laws,
regulations and government policies applicable to the
Group’s business and the implications thereof by email
and written notice as soon as practicable and, where
the Directors consider necessary, a briefing on such
changes to the executive Directors and members of
the management in charge of the Group’s construction
projects (the “Relevant Personnel”) shall be conducted.
Moreover, the Group will organise seminars to be attended
by the Relevant Personnel semi-annually on a compulsory
basis for each of the two full financial years after Listing
disregard whether there will be any changes to the relevant
PRC laws and regulations. Thereafter, training session
would be held when there is a change or update to the
relevant PRC laws and regulations.

In addition, the Company had engaged an external PRC
legal adviser to, among others, monitor the Group’s
compliance with the PRC laws and regulations applicable
to its business operation.

NON-COMPETITION UNDERTAKING

Mr. Jiang Jiangiang, Mr. Jiang Yixuan, Keen Luck Group
Limited and Champ Origin Limited (the “Controlling
Shareholders”), being the Controlling Shareholders (as
defined under the Listing Rules) of the Company, gave a
non-competition undertaking in favour of the Company (the
“Non-competition Undertaking”). Each of the Controlling
Shareholders has undertaken under the Non-Competition
Undertaking that he or it shall provide to the Company
and the Directors from time to time (including the
independent non-executive Directors) with all information
necessary for the annual review by the independent non-
executive Directors with regard to compliance of the terms
of the Non-Competition Undertaking by the Controlling
Shareholders and the enforcement of the Non-Competition
Undertaking.
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Each of the Controlling Shareholders has confirmed
compliance with the terms of the Non-competition
Undertaking and that during the year under review, there
was no matter which required to be deliberated by the
Board in relation to the compliance and enforcement of the
Non-competition Undertaking. The Board comprising all
the independent non-executive Directors is of the view that
such Controlling Shareholders have been in compliance
with the Non-competition Undertaking in favour of the
Company.

COMPANY SECRETARY

Mr. Suen To Wai resigned as the company secretary and
Ms. Ko Hong Ting of WKI Group Limited, external service
provider, was appointed as the company secretary, both
with effect from 19 August 2016. (Remark: She then
resigned as the company secretary and Ms. Foo Man
Yee Carina of CS Legend Corporate Services Limited was
appointed as the company secretary, both with effect from
1 April 2017.)

The primary contact person of the Company is Mr. Sin Kin
Hong Edward, the Chief Financial Officer of the Company.

During the year ended 31 December 2016, Ms. Ko has
attended relevant professional training to update his skills
and knowledge. She met the training requirement set out
in Rule 3.29 of the Listing Rules.

SHAREHOLDERS’ RIGHTS

To safeguard shareholder interests and rights, a separate
resolution is proposed for each substantially separate issue
at shareholder meetings, including the election of individual
directors. All resolutions put forward at shareholder
meetings will be voted on by poll pursuant to the Listing
Rules and poll results will be posted on the websites
of the Company and of the Stock Exchange after each
shareholder meeting.

Convening an Extraordinary General Meeting by
Shareholders and Putting Forward Proposals at General
Meetings

Extraordinary general meetings may be convened by
the directors on requisition of one or more shareholders
holding, at the date of deposit of the requisition, not less
than one-tenth of the paid up capital of the Company
having the right of voting at general meetings. Such
requisition shall be made in writing to the Directors or
the Secretary by mail to Unit 6105, 61/F, The Center,
99 Queen’s Road Central, Hong Kong, to require an
Extraordinary General Meeting to be called by the Directors
for the transaction of any business specified in such
requisition. Such meeting shall be held within two months
after the deposit of such requisition. If within twenty-
one days of such deposit the Directors fail to proceed
to convene such meeting, the requisitionist(s) himself
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(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 Directors shall be reimbursed to
the requisitionist(s) by the Company.

Putting Forward Enquiries to the Board
For putting forward any enquiries to the Board,
shareholders may send written enquiries to the Company.

The Company will not normally deal with verbal or
anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as
mentioned above to the following:

Sl

AR ESKALAIABR T X B # B H
BHRE RNEFEREAHMERERALHES
EARERBRARR TIAMHE -

MEFEEHES
RAEESEHEAME  RRABEAEHE

EREARRE - ARRBAFEITEREAOBRELRNSE
) e

BRABBATTAZER LMEEEARER:

Address: Unit 6105, 61/F, The Center, 99 Queen’s Road Central, Hong Kong
(For the attention of the Chief Financial Officer)

i Ak EBEE REFRNFIEFL61EC105F (REBUREA T BB E

Fax: (852) 3691 8124

HE:

Email: cfo_saite153@126.com

5

For the avoidance of doubt, shareholder(s) must deposit
and send the original duly signed written requisition, notice
or statement, or enquiry (as the case may be) to the above
address and provide their full name, contact details and
identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.

COMMUNICATION WITH
SHAREHOLDERS AND INVESTORS/
INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations
and investor understanding of the Group’s business
performance and strategies. The Company endeavours
to maintain an on-going dialogue with shareholders and
the investment community, and in particular, through the
Company’s financial reports (interim and annual reports),
annual general meetings and other general meetings. At
the annual general meeting, directors (or their delegates as
appropriate) are available to meet shareholders and answer
their enquiries.

CONSTITUTIONAL DOCUMENTS

During the year under review, the Company has not
made any change to its articles of association. An up to
date version of the Company’s articles of association is
also available on the Company’s website and the Stock
Exchange’s website.
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The Group is committed to the principles of good
corporate governance, and strives to integrate corporate
social responsibility (“CSR”) into its business strategy and
management approach. This report aims to provide the
Group’s stakeholders with an overview of the Group’s
efforts regarding environmental, social and governance
(*ESG”) impacts arising from its daily operations.

The Group is dedicated to cultivating a green, health and
safety culture through the concerted efforts of all staff.
Aiming to promote environmental, health and safety culture
in the workplace, the Board has provided a balanced
framework for the ESG measures in order to achieve the
following objectives:

- Ensure compliance with all applicable ESG
legislation;

- Reduce quantities of waste and pollutants reaching
the sea, land and atmosphere;

— Promote ESG awareness among staff through
training, workshops and programs;

— Provide a green, healthy and safe workplace for staff,
visitors and contractors;

— Optimise energy use efficiency; and
— Continuously improve ESG performance.

The Management is responsible for fostering employee’s
ESG participation in the workplace and also plays a vital
role in the development of ESG policies and programs.

Key Relationships with Key Stakeholders

The Group continues to engage with its employees,
customers, suppliers, investors, Shareholders, and other
stakeholders through different channels to develop
mutually beneficial relationships and promote sustainability.

Employees are remunerated equitably and competitively.
Details of continuing training and development
opportunities provided to them are set out in the
“Development and Training” section below.

The Group is committed to delivering excellent customer
services to its customers. For details, please refer to the
“Customer Services” section below.

The Group partners with service providers that reflect its
values and commitment. For details, please refer to the
“Supply Chain Management” section below.

The Company maintains ongoing dialogues with its
investors and Shareholders. For details, please refer
to the section “Communication with Shareholders and
Investors/Investor Relations” on page 44 of the Corporate
Governance Report.
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ENVIRONMENTAL PROTECTION

Environmental Policies and Performance

During the year under review, the Group continued to
make its best endeavours to protect the environment
from its business activities and workplace. The
Group also educates its employees on their
awareness of promoting a “green” environment. The
Group seeks to identify and manage environmental
impacts attributable to its operation, in order
to minimise these impacts if possible. Various
measures have been adopted to reduce energy and
other resource use, minimise waste and increase
recycling, and promote environmental protection in
its supply chain and marketplace. These measures
are discussed in the “Use of Resources” and “The
Environment and Natural Resources” sections below.

Use of Resources

The Group aims to maximise energy conservation in
its branches and offices by promoting efficient use
of resources and adopting green technologies. For
instance, the Group continues to upgrade equipment
such as lighting and air-conditioning systems
in order to increase overall operating efficiency.
In the head office, air-conditioning systems are
equipped with smart sensors to automatically adjust
the temperature and cooling speed, resulting in
a comfortable working environment while saving
energy. Traditional fluorescent tubes have been
replaced with energy-efficient LED light strips in the
office. To identify energy efficiency opportunities,
the Group measures and records the energy
consumption intensity from time to time.

The Environment and Natural Resources

Creating a paperless working environment not
only reduces environmental damage but also fits
commercial goals, as it can save physical space,
facilitate information sharing via online networks,
and reduce complicated documentation procedures.
In recent vyears, the Group has implemented
paperless processing in its internal communications.
Moreover, duplex printing and copying has become
the norm within the Group, greatly reducing paper
consumption and saving costs. Usage data of office
printing machines is regularly collected and assessed
to monitor the efficiency of a paperless environment.

The Group aims to promote environmental
awareness, not only within the organisation, but also
through engaging customers, encouraging a co-
operative approach to minimising its environmental
impact.
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The Company strongly recommends Shareholders
to access its corporate communications, including
financial reports, through the websites of the Stock
Exchange and the Company instead of in printed
form. By introducing electronic means of corporate
communications to Shareholders, the quantity of
printed materials has been considerably reduced.
This paperless practice thus helps to protect the
environment, as well as save costs for stationery,
printing and administrative charges etc.

WORKPLACE QUALITY

Workforce

The Group believes that a motivated and balanced
workforce is crucial for building a sustainable
business model and delivering long-term returns.

The Group has a diverse workforce in terms of
gender and age, providing a variety of ideas and
levels of competencies that contribute to the Group’s
success. The Group is firmly committed to gender
equality, and therefore particularly encourages
female participation in the Board, and at managerial
and operational levels. Staff turnover rate among
managerial positions is relatively low, reflecting a high
level of employee satisfaction and engagement with
the Group.

The management believes that employees are
important assets for the Group, and commits
to attracting and retaining talent with diverse
backgrounds for achieving sustainable growth.

Health and Safety

The Group values the health and well-being of staff.
In order to provide employees with health coverage,
staff are entitled to benefits including medical and
life insurance, provident funds and other competitive
fringe benefits.
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The Group prides itself on providing a safe,
effective and congenial work environment for its
staff. Adequate arrangements, training courses and
guidelines are implemented to ensure the working
environment is healthy and safe. During the Year,
the Group has offered a range of activities and
initiatives to enhance the health and well-being of its
employees.

Every case of injury (if any) is required to be reported
to the Group and be individually assessed under the
internal guideline procedures. The Group is pleased
to report that the rate of accidents and injuries during
the year under review was extremely low.

The Group believes that maintaining a work-life
balance is essential for sustainability and a sound
body and mind for every employee. To support
employees in maintaining work-life balance, the
Group actively provides a variety of charitable
and staff activities for employees, such as sports
programs, voluntary visits, rural outings and
team-building activities. All these activities help
to strengthen relationships between employees,
and foster a healthy and harmonious working
environment.

Development and Training

The Group recognises the importance of skilled
and professionally trained employees to its business
growth and future success. Given the growing
complexity and sophistication of the marketplace,
the Group supports its staff to develop and enhance
their knowledge, skills and work capability. The
Group encourages and provides subsidies to
employees at all levels to pursue educational or
training opportunities that achieve personal growth
and professional development.

As the Group retains its position at the forefront
of the vibrant market, the staff actively pursues
professional trainings to enhance their technical
knowledge and keep abreast of the latest
developments. During the year under review, the
Group conducted in-house seminars and training
covering updates to laws, codes, rules and
regulations, in order to maintain the highest standard
of professional conduct and ethics by employees.
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OPERATING PRACTICE

Supply Chain Management

The Group values mutually beneficial and
longstanding relationships with its suppliers. The
Group works closely with a number of suppliers
and sub-contractors. The selection of suppliers and
sub-contractors are based on criteria such as price,
quality of the work performed, customer service
team responsiveness, and capability and experience,
with preference given to potential suppliers and sub-
contractors who demonstrate their commitment to
the environment.

Customer Services

The Group has earned trusted relationships with its
broad customer base through providing dedicated
customer services.

The Group makes every effort to promptly and fairly
investigate and resolve all disputes and complaints
lodged by customers, according to clearly written
internal procedures. During the year, the Group
received no complaint cases.

The Group has set up designated channels —
including hotline, facsimile and email — for clients
to lodge complaints. All complaints received through
these channels are diverted to and handled by the
sales department. The hotline numbers and emalil
address are shown on the daily and monthly client
statements, to ensure clients are aware of the
communication channels for lodging complaints.
Upon receipt of a complaint, the sales department
will investigate in a timely manner and report the
findings to senior management. Senior management
shall review the complaint and determine whether
internal controls and procedures need to be
enhanced or other appropriate action is required to
be taken.

Protection of Intellectual Property

The Group builds up and protects its intellectual
property rights by prolonged use and registration
of domain names and various trademarks. The
Group has registered trademarks in various classes
in Hong Kong, Mainland China and other relevant
jurisdictions. In addition, the Group’s trademarks
and domain names are constantly monitored and
renewed upon their expiration.

All staffs have signed employment contract which
included terms to acknowledge ownership of all
design layouts for clients by the Company and keep
strict confidentiality.
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Anti-corruption

In order to build up an ethical corporate culture and
practices, the Group has established policies and
procedures for anti-corruption. This policy sets forth
procedures for customer screening and monitoring
requirements, “know your customer” policies, record
keeping requirements, and reporting suspicious
circumstances in accordance with the relevant
laws, codes and guidelines issued by the regulatory
authorities.

Employees have been given training and briefings
organised by the Group. The Group has also
adopted a whistleblowing policy and procedures
for all levels and operations under the Group to
raise concerns, in confidence, about possible
improprieties in any matter related to the Group such
as misconduct and malpractice. Such policy and
procedures can be found in the employee handbook
and the Company’s intranet.

During the year under review, no legal case regarding
corrupt practices was brought against the Group or
its employees. Also, no whistleblowing concerning a
criminal offence or misconduct was reported.

Compliance with Laws and Regulations

The Company Secretary reviews and monitors the
policies and practices on compliance with legal
and regulatory requirements which have significant
impact on the Group. Company Secretary works
together with our legal counsel to ensure the Group
is complied with the Listing Rules of Hong Kong in
all material aspects. The Compliance Department is
designed to provide an inhouse compliance service
that effectively supports various operation units in
their duties and day-to-day operation to comply with
all applicable laws, rules and regulations.

Updates on the applicable laws, rules and
regulations are brought to the attention of relevant
employees and relevant operation units from time to
time. The management must ensure that business
is conducted in accordance with the applicable laws
and regulations.
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COMMUNITY INVOLVEMENT

The Group is committed to the improvement of
community well-being and social services. Aligning
with the mission “From the Community, To the
Community”, the Group has formulated various
community activities spanning elderly welfare and
hospice care services, healthcare, education,
sports, environmental conservation, and helping
underprivileged children. The Group’s management
team plays an important role in mobilising staff to join
all these activities, which are held in tandem with its
commitment to sustainable development. The Group
believes that by encouraging staff to participate in
a wide range of charitable events, concern for the
community will be raised, inspiring more people to
take part in serving the community.
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The Directors are pleased to present their report and
audited consolidated financial statements of the Group for
the year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The Group is an integrated steel structure and
prefabricated construction solution service provider. Our
integrated construction solution services are customised
to meet the technical specifications and requirements of
different projects, and span from fabrication and assembly
of steel structure parts and prefabricated construction
materials at our workshops to the installation of these
materials onsite, based on the secondary design (as to our
steel structure projects) provided by us or our customers.

The Group’s turnover is mainly derived from business
activities in the PRC. An analysis of the Group’s income for
the year is set out in note 6 to the consolidated financial
statements.

Particulars of the Company’s major subsidiaries as at 31
December 2016 are set out in note 40 to the consolidated
financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December
2016 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 75 of this
report.

The state of the Group’s and the Company’s affairs at 31
December 2016 is set out in the consolidated statement
of financial position on pages 76 and 77 of this report.

The Board do not recommend final dividend payment for
the year ended 31 December 2016 (2015: RMB1.60 cents
(equivalent to HK1.91 cents)).

BUSINESS REVIEW

A review of the business of the Group during the year is
provided on pages 8 to 25 in the Management Discussion
and Analysis of this annual report.

Principal risks and uncertainties facing by the company
are described on notes 31 (b) of the consolidated financial
statements.

The Group’s likely future development in the Company’s
business is discussed on pages 24 to 25 in the
Management Discussion and Analysis of this report.

No important event affecting the Group has occurred since
the end of the financial year under review.
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Discussions on the Group’s environmental policies and
performance, relationships with its key stakeholders and
compliance with relevant laws and regulations which have
a significant impact on the Group are provided in the
Environmental, Social and Governance Report on pages
45 to 51 of this Annual Report.

FIVE YEAR FINANCIAL SUMMARY

The result, assets and liabilities of the Group for the last five
financial years, as extracted from the audited consolidated
financial statements, are summarised on page 147 of this
report.

PROPERTY, PLANT AND EQUIPMENT

Details of properties of the Group as at 31 December
2016 are set out in note 15 to the consolidated financial
statements.

SHARE CAPITAL

During the year ended 31 December 2016, the Company
allotted and issued 203,800,000 shares at the subscription
price of HK$0.52 to Five Seasons XIV Limited on 28
December 2016.

Details of the movements in share capital are set out
in paragraph (A) — “Subscription Agreements” under
title “Equity-Linked Agreements” and note 29 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS

The equity-linked agreements entered into by the Company
during the year or subsisted at the end of the year that
would or may result in the Company issuing the Company’s
shares (“Share(s)”) or that required the Company to enter
into any agreements that would or may result in the
Company issuing Shares are as follows:

(A)  Subscription Agreements dated 12 December
2016

On 12 December 2016, the Company and Five
Seasons XIV Limited (the “Subscriber”), being
an Independent Third Party, entered into the
Subscription Agreement (the “Subscription
Agreement”), pursuant to which the Subscriber
had conditionally agreed to subscribe for and the
Company had conditionally agreed to allot and issue
203,800,000 Subscription Shares at the Subscription
Price of HK$0.52 per Subscription Share to the
Subscriber, with an aggregate consideration of
approximately HK$105,976,000 (the “Subscription”).
The net of share issue expenses of HK$176,000.
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(B)

The subscription of shares has completed on 28
December 2016. Such consideration would be
satisfied in cash by the Subscriber upon Completion.

The then Directors were of the view that said
subscription of shares could (i) raise capital for it
to facilitate its long-term development and further
strengthen its financial position and to use the
funds for general working capital purpose; and (ii)
bring in a renowned investor with strong financial
resources and extensive business network including
but not limited to areas of cooperation in property
development and green building which would in turn
bring strategic value to the Group.

To the best of the Directors’ knowledge, information
and belief having made all reasonable enquiries, the
Subscriber and its ultimate beneficial owner(s) were
third parties independent of and are not connected
with the Company and its connected persons.

Details of the above subscription agreements are
set out in note 29 to the consolidated financial
statements.

Share Purchase Agreement dated 16 December
2016

On 16 December 2016, China Saite Capital Limited
(“Saite Capital”), a wholly owned subsidiary of
the Company, entered into the Share Purchase
Agreement (“Share Purchase Agreement”) with Mr.
He Zibin (the “Seller”) and Fire Scorpion Limited
(the “Target Company”), pursuant to which (i) Saite
Capital had conditionally agreed to acquire and
the Seller had conditionally agreed to sell the Sale
Shares at the Sale Price of HK$49,544,000, which
would be satisfied by Saite Capital procuring the
Company to allot and issue a total of 88,947,935
Consideration Shares to the Seller, and (i) Saite
Capital had conditionally agreed to subscribe for
and the Target Company had conditionally agreed
to allot and issue the Subscription Shares at the
Subscription Price of HK$7,000,000 to be settled
by cash. The shares transfer was completed on 20
January 2017 and the Company issued and allotted
88,947,935 Consideration shares to the Seller.

The then Directors were of the view that the said
share transfer was a good investment opportunity for
the Group to tap into the big data logistics financial
services and internet trading platform service
industries.
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To the best of the Directors’ knowledge, information
and belief, having made all reasonable enquiries,
the Seller and the Target Group were third parties
independent of and not connected with the
Company and its connected persons (as defined in
the Listing Rules).

Details of the share transaction are set out in note
41 to the consolidated financial statements.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at
the latest practicable date prior to the issue of this report,
there was a sufficiency of public float of the Company’s
securities as required under Listing Rules.

PURCHASE, REDEMPTION OR SALE
OF LISTED SECURITIES

During the year ended 31 December 2016, neither the
Company nor any of its subsidiaries had purchased,
redeemed or sold any of the Company’s listed securities.

RESERVES

Details of the movements in reserves of the Group during
the year are set out in the consolidated statement of
changes in equity on page 78 of this report. Details of
distributable reserves of the Company are set out in note
39 to the consolidated financial statements.
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MAJOR CUSTOMERS AND
SUPPLIERS

The percentages of sales and purchases for the year
attributable to the Group’s major customers and suppliers
are as follows:

ITREFRHAES

A o B IR 48 A O R 8 R
BRSO

Percentage

of the total
purchases/sales
accounted for

HERBE
SHEBEMEL B
Purchases KHE
— the largest supplier — BRAEER 23%
— five largest suppliers combined — AAREEEAEET 58%
Sales tHER
— the largest customer - BARF 19%
— five largest customers combined — ARBF A 48%

None of the Directors, their close associates or any
shareholder of the Company (which to the knowledge of
the Directors owns more than 5% of the Company’s issued
share capital) had an interest in the five largest suppliers
or customers of the Group noted above.

At no time during the year, none of the Directors, their
close associates or shareholders (which to the knowledge
of the Directors own more than 5% of the Company’s
issued share capital) has any interest in the customers or
suppliers disclosed above.

DIRECTORS

The Directors who held office during the year and up to
the date of this report are:

Executive Directors

Mr. Jiang Jiangiang (Chairman)
Mr. Shao Xiaogiang (Chief Executive Officer)
Mr. Xu Fanghua

Independent Non-executive Directors

Mr. Ma Chun Fung Horace
(resigned on 13 December 2016)
Mr. Xu Jiaming
Mr. Chen Tiegang
Mr. Luk Chi Shing (appointed on 3 January 2017)
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In accordance with Article 105(A) of the Articles of
Association, Mr. Jiang Jiangiang and Mr. Shao Xiaogiang
shall retire at the Annual General Meeting. In addition,
pursuant to Article 109 of the Company’s Articles of
Association, Mr. Luk Chi Shing, appointed by the Board
on 3 January 2017, will hold office until the next following
general meeting and will be eligible for re-election at the
meeting. All of the above retiring Directors, being eligible,
will offer themselves for re-election at the forthcoming
Annual General Meeting.

The Company has received written annual confirmation
from each of the independent non-executive Directors
in respect of his independence in accordance with the
independence guidelines set out in Rule 3.13 of the Listing
Rules. As at the date of this report, the Company is of
the view that all independent non-executive Directors are
independent.

DIRECTORS' PROFILES

Directors’ profiles are set out on pages 26 to 30 of this
report.

DIRECTORS’ SERVICE CONTRACTS

Our Company has entered into service contract with Mr.
Jiang Jiangiang and Mr. Shao Xiaogiang with effect from
1 November 2013 and with Mr. Xu Fanghua with effect
from 15 December 2015 pursuant to which each of them
agreed to act as an executive Director for an initial term
of three years. The term of service shall be renewed and
extended automatically by one year on the expiry of such
initial term and on the expiry of every successive period of
one year thereafter, unless either party has given at least
three months’ written notice of non-renewal before the
expiry of the then existing term.

Mr. Xu Jiaming and Mr. Chen Tiegang, the independent
non-executive Directors, have been appointed for an initial
term of two years commencing from 1 November 2013
renewable automatically for successive term of one year
unless terminated by not less than three months’ notice in
writing served by either party.

Mr. Luk Chi Shing, an independent non-executive Director
appointed on 3 January 2017, entered into a letter of
appointment for an initial term of one year commencing
on 3 January 2017 until the next general meeting of the
Company and shall then be eligible for re-election at the
meeting in accordance with the Articles of Association
of the Company unless terminated by not less than one-
months’ notice in writing served by either party.
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No Director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract
which is not determinable by the Company within one
year without payment of compensation, other than normal
statutory compensation.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS
AND CONTRACTS OF SIGNIFICANCE

Apart from the particulars disclosed in note 38 under the
heading “Related Party Transactions” to the consolidated
financial statements, there were no other contracts of
significance in relation to the Company’s business, to which
the Company or any of the Company’s subsidiaries was a
party nor there were any other contracts of significance in
relation to the Company’s business between the Company
or any of the Company’s subsidiaries subsisting at the end
of the year or at any time during the year in which a Director
had, whether directly or indirectly, a material interest.

CONTROLLING SHAREHOLDER’S
INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significance had been entered into between
the Company or any of its subsidiaries and the controlling
shareholder (as defined in the Listing Rules) of the
Company or any of its subsidiaries.

No contract of significance for the provision of services to
the Company or any of its subsidiaries by the controlling
shareholder of the Company or any of its subsidiaries was
entered into.

BANK LOANS AND OTHER
BORROWINGS

No bank loans and other borrowings had been entered into
between the Company or any of its subsidiaries as at 31
December 2016.
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DIRECTORS’ AND CHIEF
EXECUTIVE'S INTEREST AND SHORT
POSITIONS IN SHARES,UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2016, the interests or short positions
of the Directors or chief executive of the Company 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 (the “SFO”)),
as recorded in the register of the Company required to be
kept under section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of
Listed Companies (“Model Code”), are set out below:

EERFETHRAERES -
HEROREER z2EZR
KRB

R2016F12A31H » EEXARAEZTHAER
AARRETEAEEEE (TR RESFRPEKD
([BELEEEN])EXVE) 2B Mm - ARG %
EEEFFTHEEREZT LN EEFFE352(68 F R
NABTFEZBRRELZMARLEE B E EHE%
TABERETESFRSNZESTA(MZEETA DR
FEEBAARAIMBIIZEZIARNT

Long and short positions in the Shares and underlying REROGREMARBZEERKAE
Shares
Approximate
Number of percentage of
Name of Director Nature of interest securities held shareholding
Exgs HEME FifFEsH8E #BokETSEL
(Note 1) (%)
(B 3E1)
Mr. Jiang Jiangiang Interest of a controlled corporation 1,020,000,000 45.50
BEomit (Notes 2 and 3) Shares (L)
EEEE R (MiE2k3) P& B 17 (L)
Notes: Mt 5T
1. The letter “L” denotes the person’s long position in our 1. FELUERTZATIRBEMBRDZTE -
Shares.

2. These Shares were held by Keen Luck Group Limited
(“Keen Luck”), which was owned as to 100% by Champ
Origin Limited (“Champ Origin”).

3. Champ Origin was owned as to 51% by Mr. Jiang Jiangiang
and 49% by Mr. Jiang Yixuan.

Save as disclosed above, as at 31 December 2016, none
of the Directors or chief executive of the Company had
any interest 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 SFO),
as recorded in the register of the Company required to be
kept under section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code.

2. ZEROAEREEFRARD(EKEDFE - MZ
ARHERERAR(ERDFSAE2 A #E -

3. HRABZALEERBERHILAEDRFAEI%R
49% 75 ©

B EXCRTHEESN - 20165 12A31H » EFH A
NEIEBITIRA BRENAR T s 8L E
(EHEREBHFRBEEMEXVE) 2 m ~ AR
MEEEZTFRABRBEZSFRPEKHIEI2ER
EARARBBATHFEZREAMALSE @ HIREZE
SFRRTETEBANARA LB R AR -
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SUBSTANTIAL SHAREHOLDERS" AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, so far as was known to the
Directors, the following persons, other than the Directors
and chief executive of the Company, had an interest or
short position in the shares and underlying shares of the
Company, which were required to be recorded in the
register maintained by the Company pursuant to Section
336 of the SFO were as follows:

FERRRHEMALIRERORK
HEROZEZER AR

HR2016F12A31H * BEEFMA  BREELARFA
FTETHABN TIHATHEREBEZELALDE
156 3361 BRARRBFFERRELM AR
Al RABERDZERSAR

Long and short positions in the Shares and underlying REGREFARBZEERKXE
Shares
Approximate
Number of percentage of
Name of Shareholder Nature of interest securities held shareholding
BEEE Ha iy FifsES5HE WBMOBRESSIL
(Note 1) (%)
iRz
Keen Luck Group Limited Beneficial owner 1,020,000,000 45.50
(“Keen Luck”) EmEAA Shares (L)
BInEEARAF (R A& A& 17 (L)
Champ Origin Limited Interest of a controlled corporation 1,020,000,000 45.50
(“Charm Origin”) (Note 2) Shares (L)
BRARAE(TRIRD 2 A E R (P R 2) P B 47 (L)
Ms. Zhou Xiaoying Interest of spouse (Note 4) 1,020,000,000 45.50
B/NE L Aie 68 4 &5 (P 5E4) Shares (L)
A% A% 19 (L)
Mr. Jiang Yixuan Interest of a controlled corporation 1,020,000,000 45.50
B4 (Note 2 and 3) Shares (L)
1A E R s (B 72 5%3) s £ (L)
Zhongtai Securities Company Person having a security interest in 1,020,000,000 45.50
Limited shares (Note 5) Shares (L)
FREFBROHERAA PR D HEBEFEZRNA T (M EE5) & A& 13 (L)
Shandong Iron & Steel Group Person having a security interest in 1,020,000,000 45.50
Company Limited shares (Note 5) Shares (L)
(“Shandong Iron”) P& B E IR = e A L (M 5ES) A% A& 17 (L)

WRMEHEEBR QA
(MR s 1)
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Approximate

Number of percentage of

Name of Shareholder Nature of interest securities held shareholding

BREERE & e FitsESHE WBMOBRETSIL

(Note 1) (%)
(B3

Five Seasons XIV Limited Beneficial owner (Note 6, 7) 203,800,000 9.09
(“Five Seasons XIV”) EmiEA A E6RT) Shares (L)
Five Seasons XIV Limited 1% B% 19 (L)

([Five Seasons XIV])

Fullshare Holdings Limited Interest of a controlled corporation 203,800,000 9.09
(“Fullshare”) (Note 6, 7) Shares (L)
ERERERAT(EE]D PR HE E R s (B TR & 7) P& B 47 (L)

Mr. Ji Changqun Interest of a controlled corporation 203,800,000 9.09
FER KA (Note 6) Shares (L)
PR A B R s (B FE6) i A% 17 (L)

Magnolia Wealth International Interest of a controlled corporation 203,800,000 9.09
Limited (“Magnolia”) (Note 6) Shares (L)
Magnolia Wealth International 2% % E #E 7= (Y 5E6) % A% 1 (L)

Limited ([Magnolia )

Notes:

=
=t

1.

The letter “L” denotes a person’s “long position” (as defined
under Part XV of the SFO) in such Shares.

These Shares are held by Keen Luck, which is 100%
owned by Champ Origin.

Champ Origin is owned as to 51% by Mr. Jiang Jiangiang
and 49% by Mr. Jiang Yixuan.

Ms. Zhou Xiaoying is the spouse of Mr. Jiang Jiangiang.

Both Qilu Securities and Shandong Steel are deemed to
be interested in the 1,020,000,000 Shares, as Shandong
Steel holds the entire equity interest in Laiwu Steel Group
Limited, which in turn holds 45.71% equity interest in
Qilu Securities. Qilu Securities holds the entire issued
share capital of Qilu International Holdings Limited, which
in turn holds the entire issued share capital of Qilu
International Investment Limited, which is the chargee of
the 1,020,000,000 Shares charged by Keen Luck on 26
March 2015.

Five Seasons XIV, Fullshare, Mr. Ji Changqun and Magnolia
are deemed to be interested in the 203,800,000 Shares, as
Mr. Ji Changqun holds the entire equity interest in Magnolia,
which in turn holds 46.58% equity interest in Fullshare.
As at 31 December 2016. Fullshare held the entire issued
share capital of Five Seasons XIV, which was the beneficial
owner holding the 203,800,000 Shares in the Company.

—_

FRILURTZALIRBEROZFRIERERE
FREE GG EXVER)

ZEBRMAEREE MZARBTRERZ

3 -

BRHEEZBRTERBERFEEDFIEAS% R
49% #E 75 °

BNERL L RERBEEZERS -

75 B 78 5 &1L R 5 39 1 AR A 521,020,000,000 %
BhEEEZD  RELLRMESEREMHE
BEERAGINEHMAELS  MxABNFEE
BEFASTI%R AT - R2015F3726H © BE
BEREABEEEBRERARARNEZHEEITR
A MZARBAFEEERBREEARAANE
HEEHTRA MEEERREGRARARE
I BT # 50 #91,020,000,0000% A% {7 B9 & FR 58 A °

Five Seasons XIV + & 8% « & & F % 4 K Magnolia
45 1E 1203,800,000% B% 1 R B 2 Ik Jh
RES B A BMagnoliaz 5% # + ifiMagnolia
5B 2 46.58% 2 IR - M20165F12A31H » &
B 3= AFive Seasons XIVZ #2317 XA - 1 Five
Seasons XIVE # % 8 ZA 2 7203,800,000 % f& 17 ©
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7. After the year ended 31 December 2016, as disclosed
in the Corporate Substantial Shareholder Notice for the
relevant event dated 10 January 2017, Fullshare holds
entire issued share capital of Five Seasons XVII Limited, and
Five Seasons XVII Limited holds entire issued share capital
of Five Seasons XIV, the beneficial owner of the Company.

8. Pursuant to Section 336 of the SFO, the shareholders of
the Company are required to file disclosure of interests
forms (the “DI Forms”) when certain criteria are fulfilled
and the full details of the requirements are available on the
Stock Exchange’s official website. When a shareholder’s
shareholdings in the Company changes, it is not
necessary to notify the Company and the Stock Exchange
unless certain criteria are fulfilled. Therefore, substantial
shareholders’ latest shareholdings in the Company may
be different to the shareholdings filed with the Company
and the Stock Exchange. The above statements of
substantial shareholders’ interests are prepared based on
the information in the relevant DI Forms received by the
Company as of 31 December 2016. The Company may not
have sufficient information on the breakdown of the relevant
interests and cannot verify the accuracy of information on
the DI Forms.

Save as disclosed above, the Directors and the chief
executive of the Company are not aware that there is any
party who, as at 31 December 2016, had interests or
short positions in the shares and 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 be directly or indirectly interested in 5% or more
of the nominal value of any class of share capital carrying
rights to vote in all circumstances of general meetings of
the Company or substantial shareholders as recorded in
the register required to be kept by the Company pursuant
to section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share
Option Scheme”) on 11 October 2013 (the “Adoption
Date”), for the purpose of providing incentives or rewards
to selected eligible participants for their contribution to the
Group. Unless otherwise cancelled or amended, the Share
Option Scheme will remain in force for ten years from the
Adoption Date.

Eligible participants of the Share Option Scheme include
the following:

(i) any employee (whether full time or part time) of the
Group or any entity (the “Invested Entity”) in which
any member of the Group holds any shareholding
(including any executive director but excluding any
non-executive director of the Group or any Invested
Entity);

(if) any non-executive directors (including independent

non-executive directors) of the Group or any Invested
Entity;
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7. REZE2016F 12 A31HIEFERE - WMARF B
A2017F1 108 Z B S EE AR R B A AT
WEEE - L% AFive Seasons XVII Limited & &8
EETTIA - MFive Seasons XVII Limited# A8 AR
A)E %5 ¥ B AFive Seasons XIVZ 28 2 B 1TIRA o

8 RIEESH L P EEDIE3361F - HAAE TIEY
AAARREAERBEEREEABR(REER R
%) BRABRTENFEREZME F 8 S
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(i) any supplier of goods or services to any member of
the Group or any Invested Entity;

(iv)  any customer of the Group or any Invested Entity;

(v) any person or entity that provides research,
development or other technological support to the
Group or any Invested Entity;

(vi)  any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued
by any member of the Group or any Invested Entity;

(vii)  any adviser (professional or otherwise) or consultant
to any area of business or business development of
the Group or any Invested Entity; and

(viii) any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliances or other business arrangement to
the development and growth of the Group.

Shares which may be issued upon exercise of all options
to be granted under the Share Option Scheme must not
in aggregate exceed 10% of the shares of the Company
in issue on the date of adoption. The maximum number
of Shares issuable upon exercise of the options which
may be granted under the Share Option Scheme and any
other share option scheme of the Group (including both
exercised and outstanding options) to each participant in
any 12-month period shall not exceed 1% of the issued
share capital of the Company for the time being. Any
further grant of share options in excess of this limit is
subject to Shareholders’ approval in a general meeting.

Share options granted to a Director, chief executive
or substantial shareholder of the Company, or to any
of their respective close associates (as defined under
the Listing Rules), are subject to approval in advance
by the independent non-executive Directors (excluding
independent non-executive Director who is the grantee
of the options). In addition, where any grant of share
options to a substantial shareholder or an independent
non- executive Director, or to any of their respective close
associates, would result in the Shares issued and to be
issued upon exercise of all options already granted and
to be granted (including options exercised, cancelled and
outstanding) to such person in excess of 0.1% of the
Shares in issue and with an aggregate value (based on
the closing price of the Shares at the date of the grant) in
excess of HK$5 million, in a 12-month period up to and
including the date of grant, such grant of share options are
subject to Shareholders’ approval in a general meeting.

(i) EFRAAEEEAKEARHEMREER
RESEmMIRBHFHER:

vy EFAAEBEREFAREERNTS:

(v) ERRAEESEAIREERIRHENRE -
BREMBRMFHNENALRER:

(v) AEEEAKERRREMKERENEM
BRREAEEEFKERRSEAREER
PrEE AT E O ERRA A

(i) AEEHEAREEBEMNEFHEBERLER
ERMNEMEEXREMERRZEAAN R

(vii) HACKAJREFE S B  FEIFH R E M %
BLRHEMUAEENER LIEREL BN
TR EMAR RER2EAL -

RBEBRAESREOMEBRAERETEET T
BINBROASEERMABARARRZETRN
B HA10% o 1R IE BB Bow At B B AR SR BE A Al X
BRETEREFR2EAPREAIRTE2EALHNE
It (RAR BT S M ARTT (R &Y BB AR 48) JE 1T (£ B T
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The offer of a grant of share options may be accepted
within 21 days from the date of the offer, upon payment
of a nominal consideration of HK$1 by the grantee. The
exercise period for the share options granted is determined
by the Board, which period may commence from the date
of acceptance of the offer for the grant of share options
but shall end in any event not later than 10 years from the
date of the grant of the option subject to the provisions
for early termination under the Share Option Scheme.

The subscription price for Shares under the Share Option
Scheme shall be a price determined by the Board, but shall
not be less than the highest of:

(i) the closing price of Shares as stated in the daily
quotations sheet of the Stock Exchange on the date
of the offer of the grant, which must be a business
day;

(ii) the average closing price of the Shares as stated in
the Stock Exchange’s daily quotations sheets for the
five trading days immediately preceding the date of
the offer of grant; and

(i) the nominal value of the Shares.

On 30 March 2015, a total number of 160,000,000 options
were granted to the employees of the Group under the
Share Option Scheme. Details of the issued share options
under the Share Option Scheme are set out in note 32 to
the consolidated financial statements.

Other than the share option scheme adopted by the
Company described above, the Company had no
outstanding convertible securities, options, warrants or
similar rights as at 31 December 2016.

RIGHTS TO ACQUIRE COMPANY’S
SECURITIES

Other than as disclosed under the sections “Share Options
Scheme” and “Directors’ and Chief Executive’s Interest
and Short Position in Shares, Underlying Shares and
Debentures” above, at no time during the year was the
Company or any of its subsidiaries, or any of its fellow
subsidiaries, a party to any arrangement to enable the
Directors or chief executives of the Company or their
respective close associates (as defined in the Listing
Rules) to have any right to subscribe for securities of the
Company or any of its associated corporations as defined
in the SFO or to acquire benefits by means of acquisition
of shares in, or debentures of, the Company or any other
body corporate.
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CONNECTED TRANSACTIONS

Details of the connected transactions disclosed in
accordance with the Listing Rules on the Stock Exchange
is as follows:

Connected Transactions

As disclosed in the announcement dated 27 January
2015, 15 December 2015, 25 January 2016 and 30
November 2016, Jiangsu Saite Steel Structure Co. Ltd
(‘Jiangsu Saite”), an indirect wholly owned subsidiary of the
Company Mr. Xu and Ms. Lu (both are independently third
parties) entered into Capital Injection Agreement whereas
Jiangsu Saite as investor, agreed to inject an aggregate
sum of RMB 226 million (equivalent to approximately
HK$275.72 million) by way of cash contribution into
Jiangsu Chenli Eco-technology Company Limited (the
“Target Company) , and RMB162 million (equivalent to
approximately HK$197.64) would be contributed towards
the capital reserve of the Target Company (the “Capital
Injection”). Upon completion of the Capital Injection, the
Target Company would be held as to (i) 51.20% by Jiangsu
Saite; (i) 26.48% by Mr. Xu; and 22.32% by Ms. Lu and
the total registered capital of the Target Company would
be increased from RMB61 million to RMB125 million.

As Mr. Xu was a substantial shareholder of the Target
Company and is currently a Director of the Company
(appointed on 15 December 2015) . Under Rule 14A.
28(1) of the Listing Rules, the entering of Capital Injection
Agreement constituted a connected transaction. As the
applicable percentage ration in respect of the Capital
Injection was more than 5% but less than 25%, the Capital
Injection was subject to reporting, announcement and
independent shareholders’ approval requirement under
Listing Rules.

As disclosed in the announcement dated 30 November
2016, the parties have mutually agreed to terminate
the Capital Injection Agreement and the transactions
contemplated thereunder with effect from the dated of the
Termination Agreement, each parties thereto is released
and discharged from its obligations and liabilities by virtue
of or in relation to the Capital Injection Agreement.

BEXS
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COMPETING INTERESTS

None of the Directors or the management shareholders
of the Company and their respective close associates
(as defined under the Listing Rules) had any interest in
a business which competes or may compete with the
business of the Group or has any other conflict of interest
with the Group during the year and up to the date of this
report.

Controlling Shareholders have given non-competition
undertaking in favour of the Company. Please refer to page
42 of this report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under
the Company’s articles of association or the laws of the
Cayman Islands which would oblige the Company to offer
new shares on a pro rata basis to existing shareholders.

MANAGEMENT CONTRACTS

No contracts of significance concerning the management
and administration of the whole or any substantial part of
the business of the Company were entered into or existed
during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s articles of association and
permitted indemnity provision (as defined in section 469
of the Hong Kong Companies Ordinance), every Director
shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities which he/she may
sustain or incur in or about the execution of the duties of
his/her office or otherwise in relation thereto.

There is appropriate Directors’ and officers’ liability
insurance coverage for the Directors and officers of the
Group.

DONATIONS

During the year, the Group made an charitable donation
amounting to RMB1 million (2015: Nil).

EMOLUMENT POLICY

The emolument policy of the employees and senior
management of the Group is set up by the remuneration
committee (the “Remuneration Committee”) of the
Company on the basis of their merit, qualifications and
competence.
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The emoluments of the Directors are decided by the
Remuneration Committee of the Company, having regard
to market competitiveness, individual performance and
achievement.

The Company has adopted a share option scheme as an
incentive to Directors and eligible employees, details of the
scheme is set out in note 32 to the consolidated financial
statements.

EMPLOYEES

A review of the number of employees and the related
staff costs is provided in the Management Discussion and
Analysis on page 23 of this report. The Group ensures that
the pay levels of its employees are competitive and in line
with the market trend and its employees are rewarded on
a performance related basis within the general framework
of the Group’s salary and bonus system.

CORPORATE GOVERNANCE

Details of the Company’s corporate governance practices
are set out in the “Corporate Governance Report” section
of this annual report.

AUDIT COMMITTEE

The Company has established an audit committee (the
“Audit Committee”) with written terms of reference in
compliance with the requirements as set out in the Listing
Rules for the purposes of reviewing and supervising the
financial reporting system, risk management and internal
control systems of the Group.

The Audit Committee currently comprises Mr. Luk Chi
Shing (appointed on 3 January 2017 as Chairman), Mr.
Chen Tiegang and Mr. Xu Jiaming. Mr. Ma Chun Fung
Horace resigned as the chairman of the Committee on 13
December 2016. The Audit Committee has reviewed and
discussed with the management and the external auditor
financial reporting matters including the annual results for
the year ended 31 December 2016.
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AUDITOR

The consolidated financial statements for the year have
been audited by Messrs. Deloitte Touche Tohmatsu
(“Deloitte”). A resolution to re-appoint the retiring auditor,
Deloitte, will be proposed at the forthcoming annual
general meeting.

There has been no change in auditor of the Company for
the preceding three years.

By order of the Board
China Saite Group Company Limited

Jiang Jiangiang
Chairman

Hong Kong, 31 March 2017
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Deloitte.
=2

TO THE MEMBERS OF CHINA SAITE GROUP
COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
China Saite Group Company Limited (the “Company”) and
its subsidiaries (collectively referred to as “the Group”) set
out on pages 75 to 146, which comprise the consolidated
statement of financial position as at 31 December 2016,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial
position of the Group as at 31 December 2016, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have been properly
prepared in compliance with the disclosure requirements
of 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 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgment, were of most significance in our
audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide
a separate opinion on these matters.
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Key audit matter

AEEZSER

How our audit addressed the key audit matter

EFETERRNTEERREERER

Recognition of revenue and gross profit from construction contracts and amounts due from/to customers for contract

work

BREL AW REFIARER TENEFERITIENE

We identified recognition of revenue and gross profit
from construction contracts and amounts due from/
to customers for contract work as a key audit matter
as they are significant to the consolidated financial
statements as a whole and significant management’s
estimations and judgments are involved in the
determination of the total outcome of construction
Contraots and the percentage of completion.
FERBEESANKAEREFRER ENEFE
Hlfﬁﬁﬁwﬁﬁﬁﬁﬁ$ﬁ Fl%ﬁﬁﬁéﬁ
BHREEREMSNBEERN BEBEEEREEEE
E’\Jéﬁ%,ﬁ@%ﬁ&%Iﬁﬁttﬁ%ifﬁﬁﬁﬂé?r&ﬂIﬁﬁ g

The Group recognised revenue of RMB1,651 million
and gross profit of RMB428 million from construction
contracts for the year ended 31 December 2016 as
shown in the consolidated statement of profit or loss
and other comprehensive income and had amounts
due from contract customers of RMB8.1 million and
amounts due to contract customers of RMB1.5 million
as at 31 December 2016 as disclosed in note 18 to the
consolidated financial statement.
BMINiRE IS HRERM 18K ESE - BEEEREZE
Ba Rk EM 2 ER SRR ARERE E2016F12 H31H IEF
EeREES R REFND AR A K1,651,000,000
7T & A R #428,000,0007T + M 20164512 4318 Fr fE
RZEREREPFERENGRAZEPRIES B R A
R #8,100,0007T & A & #1,500,0007T °

As set out in note 4 to the consolidated financial
statements, the Group recognises the amount
of attributable profit or foreseeable losses from
construction contracts based on the latest available
budgets of those construction contracts with reference
to the overall performance of each construction
contract which requires management’s best estimates
and judgements. Because of the nature of the
construction industry, the management regularly
reviews the progress of the contracts and the estimated
construction revenue and construction costs.

WM E MR FATEE X BSEIREESR
AHWK%T BEI2ERREEARNBERE®
RREZEREARANEGRRTNXAIRLEREEHE
&ﬂ&ﬁﬁﬁﬁﬁﬁfﬁﬁﬁﬁﬂﬁ HMREEITE
WMEERN EEERTEHRNERITIRER U RME
TR S RN -

China Saite Group Company Limited FEFEFEE AR QF

Our procedures in relation to recognition of revenue and
gross profit from construction contracts and amounts
due from/to customers for contract work included:

= —rﬁ&ﬁ@wﬁiﬂ@/\HE’JH&m&%f'JM&JEHQ/JEH%
FPERIERENEFBHE:

° Assessing the accuracy of the forecasted revenue
by agreeing to the contract sum as set out in the
construction contracts on a sample basis;

M EEAN RN ERE  TRARBEEEES
FFTEH & R € :

o Understanding the basis of estimation of the
budgets by discussing with the project managers
who are responsible for the budgeting of projects,
and evaluating the reasonableness of their
estimated profit margins by taking into account
the profit margins of similar projects, on a sample
basis;
m$7mm3ﬁ*ml‘ A AREARER®

BEErmBRTEE - WA REUIER & & F

Té AL B 5R R Ry & 38 M

o Evaluating the accuracy of percentage of
completion by confirming the percentage with the
respective projects’ surveyors of the customers,
and by conducting site visits and discussing with
the operational management to observe the on-site
progress status of the projects on a sample basis;

MEFETEIED mm&%& TARATFH

Xéﬁﬁﬁ@ﬁw DEERETEMES - WA
mIEEE IR - M%ﬂ%lﬁﬁ WIGH#E
° Checking the accuracy of the amounts due

from/to customers for contract works by agreeing
the actual cost incurred and progress billing
acknowledged by the customers for the vyear
ended 31 December 2016 to the invoices/payment
certificates on a sample basis; and

MRS R R A F TR 2B Rt
FARBTEER HBEH LHAMNBE2016F
12A3MBIEFERERKART P AER
BERIE R

° Evaluating the reasonableness of revenue and
gross profit recognised to date by using the
percentage of completion confirmed by the
projects surveyor to recalculate the amounts.
KHAIER EWEEEWZEIE P EHGTE SR
L/( ¥1E§: wuZJ‘l& &%*‘JE’J/\E@ |E °



Key audit matter

FHREXEE

Recoverability of trade receivables
JEYH B 530 TE 2 AT Bl 2 2

We identified the recoverability of trade receivables
as a key audit matter as it is significant to the
consolidated financial statements as a whole and there
is management’s estimation involved in determining
the amount of allowance for doubtful debts based
on the estimation of the recoverable amount of trade
receivables.
EZZEREWEZE I RBEOIKREREERRRBESZ
FIE RARHEHEGEVBRREEMEBEEZEAN 8
EEENBREWESFIBENAWE S ERGHETE
REEBER S RME -

As disclosed in note 19 to the consolidated financial
statements as at 31 December 2016, trade receivables
of the Group which were past due but not impaired
amounted to RMB613 million while the total trade
receivables of the Group amounted to RMB1,412
million represented 52% of the Group’s total assets.
The directors of the Company consider that the trade
receivables that are past due but not impaired are
recoverable whereby there has not been a significant
change in credit quality of the trade debtors and there
is no recent history of default, and hence no allowance
for doubtful debts was made as at 31 December 2016.
K AN2016F12 H31H 2 4R & 81 7% ¥ = Mt =2 1957 4% 2
& EBEEEAHERRENEKESIRERAR
#613,000,0007t ' i EXEEEREZEZRIBELERA
E#1,412,000,0007T © ##&1h BEREEEE2% ° B
R RBUREBSERNEEERLE|EEE KNE( R
EREE RS MARAREERAD A HARRE
BFEUW E SR IE A TRl - & 201612 A31H I £&
{EHE I RER B o

How our audit addressed the key audit matter

EFETERRNTEERREERER

Our procedures in relation to recoverability of trade
receivables included:
EEPRERESFIERKEIRENRET B

o Evaluating the accuracy of the ageing report of the
trade receivables, by checking to the construction
contracts for the terms of payment, including the
milestone events stipulated in the contracts or
the actual progress of the work performed, on a
sample basis;

T AEWE S HIERR RS ERIE - 5K
REZERESRNNREGER  BESRIANS
EEBRNERETERE:

o Making enquiry with management on their
assessment of recoverability of past due trade
receivables, including understanding the trade
debtors’ credit quality and their past payment
history; and
AREEEYHESBEKRE S FIEN A WK ERE
W BRTHRERESRFNEEERRE
BEMNRRES &

o Evaluating management’s assessment on the

recoverability of amounts due from individual
debtors with significant balances past due but not
impaired by examining the subsequent settlement
from these individual debtors on a sample basis,
or for those individual debtors without any
subsequent settlement, analysing the Group’s
business relationship with them and their credit
profile.
A EREYE R DS MERRESE A& (E
Al FE U BR R & BE Y AT UK B A2 E R T - 75 SR
BB ZF AR R W AR R EERRER - S
BHAERERRNENERER  BIor &&%
| B H A SR RS R R R LE AR o
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OTHER INFORMATION

The directors of the Company are responsible for the
other information. The other information comprises the
information included in the annual report, but does not
include the consolidated financial statements and our
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 the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there
is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in
this regard.

RESPONSIBILITIES OF 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 and
the disclosure requirements of 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.

China Saite Group Company Limited FEEZFEEERE QA

Hit &%

ERREEAHHEMENAR - HMENBREF
BRAEENER  ETEREEMBRRLE
SR BHORBEIRS -

EEUHRAUBBRELNBERY REEEME
B BESZTEREEREARANKESR

IEZRAMBREAMNS  BESNAETRMER
ER RHMEEEMENEDTREAMBRE
HEEEERRBRPEBNENFEERNA
HUFEFEERERBL - HEBFEFERD T
MTHERREMERBRENSEREM - MR
BEZEE BESHABETBEFREEARS -

EERAERERGEMBHRRA
RAENEME

REAEZPABERBEFAV B RS EREL
AGHIZEBERERREEMAFNEEMB
R AIRERERSRAEECUBRERABE
VA BRI S AE AR A B IS MR 7 E B R KRR
KRG R E KRR -

ERSFAMBHERE  EFEEE E5H
SEELENR ) YTEERBR THREEFERL
BEMNER  URERKAKERSER - K
FEZEEN BEREBRAFLELE  HFIEH
MERNERITER -

REEBRAREE ESENMBREBRE -



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 solely to you, as a body, in accordance with our
agreed terms of engagement, 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 judgment and maintain professional
skepticism throughout the audit. We also:

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.

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.

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.

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
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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.

o 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.

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 or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated
in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in the
independent auditor’s report is Chiu Mei Hing.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
31 March 2017

China Saite Group Company Limited FEEZFEEERE QA

REEZZEAENRE R IFTREHERERE -
R RRBEFBRAALEH EEET

REFERLEER -

. AR EM B RERNERIR TN BB R
AR (BREBEZFE)ARGEMBHRERES
RFRRBEAXHMER -

~

(=)

. 3 EEEANBRAXBIAHNHNEENE
BATEENEZRE UWEHRAYH
BRBERER -BEFAR BEKEERNS
ﬂ{%%&ﬁﬁ°%%ﬁ%%%ﬁ%%%%
B

FEERAREEERECNGHBELKEANULE
RECBRAS HPEREFEERZTHERINEA
BEHNEFRMERNTRZE -

BEENMAAEERRER KABSFENAEMH
BUMHEBERBERENR  WEKEZEBUES
BRRARETETSBEIENMERERLME
B REERMIBER T BN SEE -

HEREESBNERT  BEEEREXFHAY
FMEEMBRENEZRA/SEEZNSTIE  HME
REAREXER BEERBMRETEEZS
FR - BIFERBZROI AT ARREZEFER
FEBHFLNBERLT  GEBHMEN T EZ2®
EPEARFHREMNAARRBAELENAR
M MEFSRETEERSTEBRZER -

HABYZBMBENEZABEBARBEEN -

mE) AN BETERIT
ES -]

e

201743 H31H



For the year ended 31

NOTES
=3

Revenue Uz &
Cost of sales $HE KA
Gross profit EH
Other income H A 7
Selling and marketing expenses #4 & & & $5 5 3%
Administrative expenses TR X
Finance costs B 7 A AR 8
Share of profit of a joint venture 7 {54 & 1 3 & 7 17
Profit before tax B 7% A 22 F)
Income tax expense Fris i = 11
Profit and total comprehensive ANARIZEA A EIEFERNE

income for the year FEEEKAEEE

attributable to owners

of the Company 12
Earnings per share B AT 14

Basic (RMB cents) ERARED)

Diluted (RMB cents) BE(AREBS)

December 2016 #; £2016F12A318 L F[E

2016 2015
20164F 20154
RMB’000 RMB’000
ARETR ARBT T
1,650,760 1,834,664
(1,222,468) (1,321,827)
428,292 512,837
9,737 6,373
(2,107) (9,585)
(38,193) (59,918)
(6,554) (1,343)

502 —
391,677 448,364
(103,408) (122,461)
288,269 325,903
14.13 17.53

N/AFiE A 17.51
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At 31 December 2016 2016412 831H

NOTES
=3

Non-current assets ERBEE
Property, plant and equipment %1% - & E & & & 15
Prepaid lease payments BT & RE 16
Interest in a joint venture REELENER 17
Current assets REBEE
Amounts due from customers for EREZF & R T2

contract work KIE 18
Prepaid lease payments FENHEERE 16
Trade receivables B E 5 A 19
Other receivables, deposits and ﬂﬁﬁﬁgqﬂlmlﬁ - EBe ki

prepayments /IR 20
Loan receivable FEUW B K 21
Bank balances and cash MITHEBR RIS 22
Current liabilities REBERE
Amounts due to customers JERE P& R IR

for contract work 18
Trade payables BB SRR 23
Other payables and accruals HEMENRERESTER 24
Amount due to a director B —REERIA 25
Provisions A& 26
Short-term borrowings EEER 27
Tax liabilities HIEAE
Net current assets REEETFHE

2016 2015
20164F 20154
RMB’000 RMB’000
ARETR ARBT T
186,746 203,703
38,199 39,114
153,502 153,000
378,447 395,817
8,138 4,264

902 902
1,412,262 830,806
113,327 188,874
- 22,202
779,260 881,406
2,313,889 1,028,454
1,473 1,009
73,152 74,994
36,502 32,315
5,210 —
6,200 12,196
80,631 75,402
61,403 51,195
264,571 247111
2,049,318 1,681,343

China Saite Group Company Limited FEEZFEEERE QA



NOTES
B =
Total assets less current HEEERREBER
liabilities
Non-current liability EHRETEE
Deferred tax liabilities EERIE B E 28
Capital and reserves BERGHE
Share capital N 29

Share premium and reserves B0 = B &

At 31 December 2016 72016412 531H

2016 2015
20164F 20154
RMB’000 RMB’000
ARETR ARBT T
2,427,765 2,077,160
92,116 92,116
2,335,649 1,985,044
179,527 161,268
2,156,122 1,823,776
2,335,649 1,985,044

The consolidated financial statements on pages 75 to 146
were approved and authorised for issue by the board of
directors on 31 March 2017 and are signed on its behalf
by:

Jiang Jianqgiang
g
DIRECTOR
BFE

F75B EF146BMERE MIETHRREAEET SN 2017
FIASIEMEREETE  THTIIESAKRE

=

Shao Xiaoqgiang
BB /N 38

DIRECTOR
EF
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For the year ended 31 December 2016 # £20164 128318 It F &

Share
Share Share Capital Statutory option Retained
capital premium reserve reserves reserves profits Total
[ 32
BE BRBEE SXRMHE EEHE HE RERA &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB’000
ARBTT ARETT ARBTT AR T T ARETT ARBTT ARK T
(Note a) (Note b)
(Fft = a) (Fft 5 b)
At 1 January 2015 201541 A1H 126,653 87,569 66,587 104,281 — 897,408 1,282,498
Profit and total comprehensive income 4 A & Fll & 2 @ W A
for the year F-) = = = = = 325,903 325,903
Transfer to statutory reserves BAEERE - — — 36,739 — (36,739) -
Final dividend paid for the year ended B & k& £2014F12H31H
31 December 2014 (note 13) EFEZRBRE
(Bt 3E13) = (33,939) = = = = (33,939)
Recognition of equity-settled HRURESEURD R
share-based payment (note 32) HE B E A (M 3232) = = = - 12,565 - 12,565
Issue of new shares (note 29) AT AR D (B 7£29) 21,970 291,327 — — — — 313,297
Exercise of share options (note 32) 17 {3 7 A% 4 (BT 7£32) 12,645 84,640 = = (12,565) - 84,720
At 31 December 2015 2015412 A31R 161,268 429,597 66,587 141,020 — 1,186,572 1,985,044
Profit and total comprehensive income  4F A& Fll & 2 @ W A
for the year Fk) - - - - - 288,269 288,269
Transfer to statutory reserves BARTEREE - - - 29,664 - (29,664) -
Final dividend paid for the year ended B & k& £2015%12A31H
31 December 2015 (note 13) IEFE 2 RBRE
(Bt #E13) - (32,608) - - - - (32,608)
Issue of new shares (note 29) AT AR A5 (B 7£29) 18,259 76,685 - - - - 94,944
At 31 December 2016 R2016412 A31H 179,527 473,674 66,587 170,684 — 1,445,177 2,335,649
Notes: Bt 7 -
(a)  Capital reserve represents (a) BEREER

(i) waiver of amount due to former immediate holding (i) HERNAIEEERAR ZHKIE
company;

(ii) the difference between the nominal value of (ii) ARARBITEARENROEEEEARAR
shares of the Company issued as consideration RIORBREERSMBRAR (BRI
in exchange for the aggregate of the share capital FHRIARIREEAEENEEMETZ
of the subsidiary of the Company arising upon AREHA(RBEIEH)EEZARAKBEA
the corporate reorganisation (the “Corporate RIMBRABERNEZRE &
Reorganisation”) to rationalise the Group’s structure
prior to listing of the Company’s shares on the
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”); and

(i) capital contribution from shareholders under the (i) REBEBEAREMEELHEE -
Corporate Reorganisation.

(b)  The statutory reserves represent the amount transferred (b)) FEEREBEENRTFEAREIME(HE])RIEE

from net profit for the year of a subsidiary established in
the People’s Republic of China (the “PRC”) (based on the
PRC statutory financial statements of that PRC subsidiary)

in accordance with the relevant PRC

laws until the

statutory reserves reach 50% of the registered capital of
that subsidiary. The statutory reserves cannot be reduced
except either in setting off the accumulated losses or
increasing capital.

China Saite Group Company Limited FEEZFEEERE QA
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For the year ended 31 December 2016 #; 22016412 831H I FE

OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Bank interest income
Loan interest income
Equity-settled share-based payments

Depreciation of property, plant and
equipment

(Reversal) of provisions for financial
guarantees

Amortisation of prepaid lease payments

Finance costs

Exchange difference on short-term
borrowings

Share of result of a joint venture

Operating cash flows before movements
in working capital

Decrease in amounts due from customers
for contract work

Increase in trade receivables

Decrease (increase) in other receivables,
deposits and prepayments

Increase (decrease) in amounts due
to customers for contract work

Decrease in trade payables

Increase (decrease) in other payables and
accruals

CASH (USED IN) GENERATED FROM
OPERATIONS

PRC income tax paid

NET CASH (USED IN)
FROM OPERATING ACTIVITIES

HEEY
B 5% 51 & A
FLATIRBEHAR
RITHBHA
B F B WA

VA R 45 5 DA B 1 7%
E R S

WE - BERRETE
BTG PR R ()
T8 15t AH B KR 4 8

8 75 A AR
RHERWELZR

HEELEREAE

D

LEBESHBAIMNEER
TRE

FUREFERIEZ RS

J& W 58 5 5K IR IE hn
Hitp U RIA - Re MIE
IR R D (& 1)
e &P &R TR2FE M

R )
& B 5 5K IR R 4
Hi RN BT ER
32 0 Ok 2)

EEXBFREED
He

B R EATEH

CETYH(AIEED
HewHE

2016 2015
2016 £ 20154
RMB’000 RMB’000
ARETR ARET T
391,677 448,364
(3,013) (2,920)
(48) (1,156)

- 12,565

3,022 3,543
(5,996) 12,196

- 553

6,554 1,343
5,229 —
(502) —
396,923 474,488
10,999 8,042
(581,456) (34,221)
74,318 (181,445)
464 (4,661)
(1,842) (107,967)
2,083 (14,061)
(98,511) 140,175
(93,200) (124,990)
(191,711) 15,185

Annual Report 2016 —Z — N FF 1}

79



80

For the year ended 31 December 2016 # £20164 128318 It F &

NOTE
Bt &
INVESTING ACTIVITIES REFH
Loan repaid from (advance to) a third % =771E & (FrE ) &)
party B
Interest received 2 F A
Purchase of property, plant and BEME BEREZRE
equipment
Investment in a joint venture REEDLENRE
Acquisition of a subsidiary U B B 8 A &) 36
NET CASH FROM (USED IN) BEESHELEFIA) B
INVESTING ACTIVITIES b3 ]
FINANCING ACTIVITIES Bl & &
Proceeds from issue of shares BT TS EIR
Advance from (repayment to) a EERR(EREEHR
director 18)
Dividends paid B E
Finance costs paid B B 75 B AR

Proceeds from issue of shares upon

exercise of share option
New short-term borrowings

NET CASH FROM FINANCING
ACTIVITIES

NET (DECREASE) INCREASE
IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS

AT END OF THE YEAR

represented by bank balances

and cash

BRERITRREITRND
P13 3K IA
e BMER

METHELENBREFH

RERBLEEMCGRED)
b 0% 28

FENHERBREEEY

EXRBFERBLEEY
URITERRBE R
LS

2016 2015
2016 £ 20154
RMB’000 RMB’000
ARETTT AR T T
22,202 (22,202)
4,290 2,920
(23) (22,830)
- (153,000)

- 1,007
26,469 (194,105)
94,944 313,297
5,210 (3,191)
(32,608) (33,939)
(4,450) (1,609)

- 84,720

- 75,402

63,096 434,680
(102,146) 255,760
881,406 625,646
779,260 881,406
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GENERAL

The Company was incorporated in the Cayman
Islands as an exempted company with limited liability
and its shares (the “Shares”) are listed on the Stock
Exchange. Its immediate holding company and
ultimate holding company are Keen Luck Group
Limited and Champ Origin Limited, respectively, both
are limited companies incorporated in the British
Virgin Islands.

The Company acts as an investment holding
company. The principal activities of its subsidiaries
are investment holding and construction of steel
structure and prefabricated construction projects.

The consolidated financial statements are presented
in Renminbi (“RMB”), which is also the functional
currency of the Company.

APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs that are mandatorily
effective for current year

The Group has applied, the following amendments
to HKFRSs issued by the Hong Kong Institute of
Certified Public Accounts (the “HKICPA”) for the first
time, in the current year.

Amendments to Regulatory Deferred

HKFRS 14 Accounts
Amendments to Accounting for Acquisitions
HKFRS 11 of Interests in Joint

Operations

Amendments to Disclosure Initiative

HKAS 1

Amendments to HKAS Clarification of Acceptable

16 and HKAS 38

Amendments to
HKAS 27

Amendments to
HKFRS 10, HKFRS
12 and HKAS 28

Amendments to
HKFRSs

Methods of Depreciation
and Amortisation

Equity Method in Separate
Financial Statements

Investment Entities:
Applying the
Consolidation Exception

Annual Improvements to
HKFRSs 2012-2014
Cycle

1.

For the year ended 31 December 2016 #; 22016412 831H I FE

—REH

AR EREREEIMR IR —RE#RLE
BRAR - MERD (M) ERBRp LR -
HEBESRERAR I AEREBAR
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MR BRAA e

RARAREZBR AR ENBARIMNEE
EBRRREEREMEEREREREE N
EETBEMESREET -

HAEMBRRTIARRBHNNEEEARE
TARKDZS -

FE R #T ] R R ABR] & B B 3%
BREXRW(ERMBREE
2 1)

AEREHENZERMBRERNEITE

RAFE AEEERERATHRESR
fiRE(BEEEFMAG) B 2EBMG

R BT -

EBPBRELEDE EEETERE
145% ({& 7] 28)

EBTIERELBE WESLEBERD
1155 (B 5T &) etk

FB T ENF R
(&I A)

KEAE

&t F16%
REB G EE
385k (£ 7] )

BB E RN
AR ITE

EBGTERE27H EBUWKHRR 2
CHEDY) 285K

BV ISHELRE KEER  ERAKE
105% - BETHHR  AFEHHH
SRR F1RHEEE
BE R ER F 285
CCHEY)

BERMBREER BEPIEHRSER
(BETA) 20124 £ 20144

iR B 2 2 Bk
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For the year ended 31 December 2016 # £20164 128318 It F &

2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

(Continued)

Amendments to HKFRSs that are mandatorily
effective for current year (Continued)

The application of the amendments to HKFRSs in
the current year has had no material effect on the
Group’s financial performance and positions for the
current and prior years and/or on the disclosures set
out in these consolidated financial statements.

New and amendments to HKFRSs in issue but not

yet effective

The Group has not early applied the following new
and amendments to HKFRSs that have been issued
but are not yet effective:

HKFRS 9

HKFRS 15

HKFRS 16

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 7

Amendments to
HKAS 12

Amendments to
HKFRSs

Financial Instruments?®

Revenue from Contracts
with Customers and the
related Amendments?

Leases*

Clarifications and
Measurement of
Share-based Payment
Transactions?

Applying HKFRS 9 Financial
Instruments with HKFRS
4 Insurance Contracts?

Sale or Contribution of
Assets between an
Investor and its Associate
or Joint Venture®

Disclosure Initiative'

Recognition of Deferred Tax
Assets for Unrealised
Losses!

Annual Improvements to
HKFRSs 2014-2016
Cycle®

China Saite Group Company Limited FEEZFEEERE QA
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APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")
(Continued)

New and amendments to HKFRSs in issue but not
yet effective (Continued)

U Effective for annual periods beginning on or after 1
January 2017, with earlier application permitted.

2 Effective for annual periods beginning on or after 1
January 2018, with earlier application permitted.

2 Effective for annual periods beginning on or after 1
January 2017, or 1 January 2018, as appropriate.

4 Effective for annual periods beginning on or after 1
January 2019, with earlier application permitted.

9 Effective for annual periods beginning on or after a

date to be determined.

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 was issued which establishes a
single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18
“Revenue”, HKAS 11 “Construction Contracts” and
the related interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer of
promised goods or services to customers in an
amount that reflects the consideration to which
the entity expects to be entitled in exchange
for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue
recognition:

° Step 1. Identify the contract(s) with a
customer

o Step 2: Identify the performance obligations
in the contract

° Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to
the performance obligations in the
contract

° Step 5: Recognise revenue when (or as)
the entity satisfies a performance
obligation

For the year ended 31 December 2016 #; 22016412 831H I FE
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2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")
(Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

Under HKFRS 15, an entity recognises revenue
when (or as) a performance obligation is satisfied, i.e.
when ’control’ of the goods or services underlying
the particular performance obligation is transferred
to the customer. Far more prescriptive guidance
has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are
required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS
15 in relation to the identification of performance
obligations, principal versus agent consideration, as
well as licensing application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may have
an impact on the amounts reported and related
disclosures made in the Group’s consolidated
financial statements. However, it is not practicable
to provide a reasonable estimate of the effect of
HKFRS 15 until the Group performs a detailed
review. In addition, the application of HKFRS 15
in the future may result in more disclosures in the
consolidated financial statements.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model
for the identification of lease arrangements and
accounting treatments for both lessors and lessees.
HKFRS 16 will supersede HKAS 17 Leases and the
related interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts
on the basis of whether an identified assets is
controlled by a customer. Distinctions of operating
leases and finance leases are removed for lessee
accounting, and is replaced by a model where a
right-of-use asset and a corresponding liability have
to be recognised for all leases by lessees, except for
short-term leases and leases of low value assets.

China Saite Group Company Limited FEEZFEEERE QA
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APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")
(Continued)

HKFRS 16 Leases (Continueq)

The right-of-use asset is initially measured
at cost and subsequently measured at cost
(subject to certain exceptions) less accumulated
depreciation and impairment losses, adjusted for
any remeasurement of the lease liability. The lease
liability is initially measured at the present value
of the lease payments that are not paid at that
date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the
impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently
presents upfront prepaid lease payments as investing
cash flows in relation to leasehold lands for owned
use while other operating lease payments are
presents as operating cash flows. Under the HKFRS
16, lease payments in relation to lease liability will
be allocated into a principal and an interest portion
which will be presented as financing cash flows.

Under HKAS 17, the Group has already recognised
prepaid lease payments for leasehold lands where
the Group is a lessee. The application of HKFRS
16 may result in potential changes in classification
of these assets depending on whether the Group
presents right-of-use assets separately or within the
same line item at which the corresponding underlying
assets would be presented if they were owned.

In contrast to lessee accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating
lease or a finance lease.

Furthermore, extensive disclosures are required by
HKFRS 16.

For the year ended 31 December 2016 #; 22016412 831H I FE
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2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")
(Continued)

HKFRS 16 Leases (Continueq)

As at 31 December 2016, the Group has non-
cancellable operating lease commitments of
RMB5,928,000 as disclosed in note 34. A
preliminary assessment indicated that these
arrangements will meet the definition of a lease under
HKFRS 16, and hence the Group will recognise a
right-of-use asset and a corresponding liability in
respect of all these leases unless they qualify for
low value or short-term leases upon the application
of HKFRS 16. In addition, the application of new
arrangements may result changes in measurement,
presentation and disclosure as indicated above.
However, it is not practicable to provide a reasonable
estimate of the financial effect until the directors
complete a detailed review.

Except as described above, the directors of the
Company anticipate that the application of other
new and amendments to HKFRSs will have no
material impact on the Group’s financial performance
and positions and/or on the disclosures to the
consolidated financial statements of the Group.

SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by
the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required
by the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”) and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis at the end of
each reporting period, as explained in the accounting
policies set out below. Historical cost is generally
based on the fair value of the consideration given in
exchange for goods and services.

China Saite Group Company Limited FEEZFEEERE QA
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an
orderly transaction between market participants
at the measurement date, regardless of whether
that price is directly observable or estimated using
another valuation technique. In estimating the fair
value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if
market participants would take those characteristics
into account when pricing the asset or liability at
the measurement date. Fair value for measurement
and/or disclosure purposes in these consolidated
financial statements is determined on such a basis,
except for share-based payment transactions that
are within the scope of HKFRS 2 “Share-base
Payment”, leasing transactions that are within the
scope of HKAS 17 “Leases”, and measurements
that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2
“Inventories” or value in use in HKAS 36 “Impairment
of Assets”.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries.
Control is achieved when the Company:

° has power over the investee;

o is exposed, or has rights, to variable returns
from its involvement with the investee; and

° has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary.
Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included
in the consolidated statement of profit or loss and
other comprehensive income from the date the
Group gains control until the date when the Group
ceases to control the subsidiary.

For the year ended 31 December 2016 #; 22016412 831H I FE
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (Continued)

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full
on consolidation.

Business combinations

Acquisitions of businesses are accounted for
using the acquisition method. The consideration
transferred in a business combination is measured
at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity
interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are recognised
at their fair values, except that:

. deferred tax assets or liabilities, and assets
or liabilities related to employee benefit
arrangements are recognised and measured
in accordance with HKAS 12 “Income
Taxes” and HKAS 19 “Employee Benefits”
respectively;

o liabilities or equity instruments related to
share-based payment arrangements of
the acquiree or share-based payment
arrangements of the Group entered into to
replace share-based payment arrangements
of the acquiree are measured in accordance
with HKFRS 2 “Share-based Payment” at the
acquisition date (see the accounting policy
below); and

o assets (or disposal groups) that are classified
as held for sale in accordance with HKFRS
5 “Non-current Assets held for Sale and
Discontinued Operations” are measured in
accordance with that standard.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (Continued)

Investment in a joint venture

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement
have rights to the net assets of the joint arrangement.
Joint control is the contractually agreed sharing
of control of an arrangement, which exists only
when decisions about the relevant activities require
unanimous consent of the parties sharing control.

The results and assets and liabilities of joint ventures
are incorporated in these consolidated financial
statements using the equity method of accounting.
The financial statement of joint venture used for
equity accounting purposes are prepared using
uniform accounting policies as those of the Group
like transaction and events in similar circumstances.
Under the equity method, an investment in a joint
venture is initially recognised in the consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of
the joint venture. When the Group’s share of losses
of a joint venture exceeds the Group’s interest in
that joint venture (which includes any long-term
interests that, in substance, form part of the Group’s
net investment in the joint venture), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent
that the Group has incurred legal or constructive
obligations or made payments on behalf of the joint
venture.

An investment in a joint venture is accounted for
using the equity method from the date on which
the investee becomes a joint venture. On acquisition
of the investment in a joint venture, any excess of
the cost of the investment over the Group’s share
of the net fair value of the identifiable assets and
liabilities of the investee is recognised as goodwill,
which is included within the carrying amount of the
investment. Any excess of the Group’s share of the
net fair value of the identifiable assets and liabilities
over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the
period in which the investment is acquired.
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (Continued)

Investment in a joint venture (Continued)

The requirements of HKAS 39 “Financial
Instruments: Recognition and Measurement” are
applied to determine whether it is necessary
to recognise any impairment loss with respect
to the Group’s investment in a joint venture.
When necessary, the entire carrying amount
of the investment (including goodwill) is tested
for impairment in accordance with HKAS 36
“Impairment of Assets” as a single asset by
comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised
forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the
recoverable amount of the investment subsequently
increases.

When a group entity transacts with a joint venture
of the Group, profits and losses resulting from the
transactions with the joint venture are recognised in
the Group’s consolidated financial statements only
to the extent of investment in the joint venture that
are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold and services
provided in the normal course of business and net
of discounts and sales related taxes.

Revenue is recognised when the amount of revenue
can be reliably measured; when it is probable that
future economic benefits will flow to the Group and
when specified criteria have been met for each of
the Group’s activities, as described below.

The Group’s policy for the recognition of revenue
from construction services is described in the
accounting policy for construction contracts below.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue recognition (Continued)

Sales of scrapped goods

Revenue from sales of goods is recognised when
the goods are delivered and titles have passed, at
which time all the following conditions are satisfied:

o the Group has transferred to the buyer the
significant risks and rewards of ownership of
the goods;

o the Group retains neither continuing

managerial involvement to the degree usually
associated with ownership nor effective control
over the goods sold;

o the amount of revenue can be measured
reliably;

o it is probable that the economic benefits
associated with the transaction will flow to the
Group; and

o the costs incurred or to be incurred in respect

of the transaction can be measured reliably.

Interest income

Interest income from a financial asset is recognised
when it is probable that the economic benefits will
flow to the Group and the amount of income can be
measured reliably. Interest income is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated
future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount
on initial recognition.

Rental income

The Group’s accounting policy for recognition of
revenue from operating leases is described in the
accounting policy for leasing below.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment including buildings
held for use in the production or supply of goods
or services, or for administrative purpose (other
than construction in progress as described below)
are stated in the consolidated statement of financial
position at cost less subsequent accumulated
depreciation and subsequent accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment other than
construction in progress less their residual values
over their estimated useful lives, using the straight
line method. The estimated useful lives, residual
values and depreciation method are reviewed at the
end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective
basis.

Construction in progress including property, plant
and equipment in the course of construction for
production, administrative purposes are carried at
cost, less any recognised impairment loss. Costs
include professional fees and, for qualifying assets,
borrowing costs capitalised in accordance with
the Group’s accounting policy. Such properties are
classified to the appropriate categories of property,
plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the
same basis as other property assets, commences
when the assets are ready for their intended use.

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 the disposal or retirement of an item of property,
plant and equipment is determined as the difference
between the sales proceeds and the carrying
amount of the asset and is recognised in profit or
loss.

Leasing

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.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing (Continued)

The Group as lessor

Rental income from operating leases is recognised
in profit or loss on a straight line basis over the term
of the relevant lease.

The Group as lessee

Operating lease payments, including the cost of
acquiring land held under operating leases, are
recognised as an expense on a straight line basis
over the lease terms of the relevant lease. In the
event that lease incentives are received to enter into
operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight line basis.

Leasehold land and building

When a lease includes both land and building
elements, the Group assesses the classification of
each element as a finance or an operating lease
separately based on the assessment as to whether
substantially all the risks and rewards incidental to
ownership of each element have been transferred
to the Group, unless it is clear that both elements
are operating leases in which case the entire lease
is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-
sum upfront payments) are allocated between the
land and the building elements in proportion to the
relative fair values of the leasehold interests in the
land element and building element of the lease at
the inception of the lease.

For the year ended 31 December 2016 #; 22016412 831H I FE
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing (Continued)

Leasehold land and building (Continueq)

To the extent the allocation of the lease payments
can be made reliably, interest in leasehold land that
is accounted for as an operating lease is presented
as “prepaid land lease payments” in the consolidated
statement of financial position and is amortised over
the lease terms on a straight line basis. When the
lease payments cannot be allocated reliably between
the land and building elements, the entire lease is
generally classified as a finance lease and accounted
for as property, plant and equipment.

Impairment of tangible assets

At the end of reporting period, the Group reviews
the carrying amounts of its tangible assets to
determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the
impairment loss, if any.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses,
the carrying amount of the tangible asset is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately in profit or loss.
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For the year ended 31 December 2016 #; 22016412 831H I FE

TEEFERE®R)

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Research expenditure

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.

Construction contracts

When the outcome of a construction contract
can be estimated reliably, revenue and costs are
recognised using the percentage of completion
method, measured by reference to the value of work
performed during the year. Variations in contract
work, claims and incentive payments are included to
the extent that the amount can be measured reliably
and its receipt is considered probable.

Where the outcome of a construction contract
cannot be estimated reliably, contract revenue is
recognised only to the extent of contract costs
incurred that it is probable will be recoverable.
Contract costs are recognised as expenses in the
period in which they are incurred.

When it is probable that total contract costs will
exceed total contract revenue, the expected loss is
recognised as an expense immediately.

Where contract costs incurred to date plus
recognised profits less recognised losses exceed
progress billings, the surplus is shown as amounts
due from customers for contract work. For
contracts where progress billings exceed contract
costs incurred for work performed to date plus
recognised profits less recognised losses, the
surplus is shown as amounts due to customers
for contract work. Amounts received before the
related work is performed are included in the
consolidated statement of financial position, as a
liability, as advances received. Amounts billed for
work performed but not yet paid by the customer are
included in the consolidated statement of financial
position under trade receivables.
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments

Financial assets and financial liabilities are
recognised on the consolidated statement of
financial position when a group entity becomes
a party to the contractual provisions of the
instruments.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities are added
to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

The Group’s financial assets are classified as loans
and receivables. The classification depends on the
nature and purpose of the financial assets and is
determined at the time of initial recognition.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees paid or received that form an
integral part of the effective interest rate, transaction
costs and other premiums or discounts) through
the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial
recognition, loans and receivables (including trade
receivables, other receivables, loan receivable and
bank balances and cash) are measured at amortised
cost using the effective interest method, less any
impairment (see accounting policy on impairment
loss on financial assets below).
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For the year ended 31 December 2016 #; 22016412 831H I FE

TEEFERE®R)

SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

Financial instruments (Continuea)

Financial assets (Continued)

Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of each reporting period.
Financial assets are considered to be impaired where
there is objective evidence that, as a result of one or
more events that occurred after the initial recognition
of the financial assets, the estimated future cash
flows of the financial assets have been affected.

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty;

o breach of contract, such as default or
delinquency in interest or principal payments;
or

o it becoming probable that the borrower will

enter bankruptcy or financial re-organisation.

For certain categories of financial assets, such as
trade receivables, assets that are assessed not to
be impaired individually are, in addition, assessed for
impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could
include the Group’s past experience of collecting
payments, observable changes in national or local
economic conditions that correlate with default on
receivables.

For financial assets carried at amortised costs, the
amount of the impairment loss recognised is the
difference between the asset’s carrying amount and
the present value of the estimated future cash flows
discounted at the financial asset’s original effective
interest rate.

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade receivables, where the
carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount
of the allowance account are recognised in profit
or loss. When a trade receivable is considered
uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continuea)

Financial assets (Continued)

Impairment of financial assets (Continued)

If, in a subsequent period, the amount of impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to
the extent 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.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group
entity are classified as either financial liabilities or
as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
(including all fees paid or received that form an
integral part of the effective interest rate, transaction
costs and other premium or discounts) through
the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective
interest basis.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Group are recognised at the proceeds
received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continuea)

Financial liabilities and equity instruments (Continued)

Financial liabilities

Financial liabilities including trade payables, other
payables, amount due to a director and short-term
borrowings are subsequently measured at amortised
cost, using the effective interest method.

Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer (i.e. the guarantor) to make
specified payments to reimburse the holder (i.e.
the beneficiary of the guarantee) for a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Financial guarantee contracts issued by the Group
are initially measured at their fair values and, if not
designated as at FVTPL, are subsequently measured
at the higher of:

(i) the amount of obligation under the contract,
as determined in accordance with HKAS
37 “Provisions, Contingent Liabilities and
Contingent Assets”; and

(i) the amount initially recognised less, where
appropriate, cumulative amortisation
recognised over the guarantee period.

Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards of
ownership of the asset to another entity.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

For the year ended 31 December 2016 #; 22016412 831H I FE
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continuea)

Derecognition (Continued)

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or expire. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and
payable is recognised in profit or loss.

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates
of exchanges prevailing on the dates of the
transactions. At the end of the reporting period,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on settlement of
monetary items and on the retranslation of monetary
items are recognised in profit or loss in the period
in which they arise.

Borrowing costs

Borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from “profit before
tax” as reported in the consolidated statement of
profit or loss and other comprehensive income
because of income or expense that are taxable or
deductible in other years and items that are never
taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.
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For the year ended 31 December 2016 #; 22016412 831H I FE

TEEFERE®R)

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continueq)

Deferred tax is recognised on temporary differences
between the carrying amount of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for
all deductible temporary differences to the extent
that it is probable that taxable profits will be
available against which those deductible temporary
differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary
difference arises from the initial recognition of assets
and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and interest in a joint venture, except
where the Group is able to control the reversal of
the temporary difference and it is probable that
the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with
such investments and interests are only recognised
to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply in the period
in which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

The measurement of deferred tax liabilities and
assets reflects the tax consequences that would
follow from the manner in which the Group expects,
at the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.
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For the year ended 31 December 2016 # £20164 128318 It F &

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continueq)

Current and deferred tax are recognised in profit
or loss, except when they relate to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.

Retirement benefit costs

Payments to Mandatory Provident Fund Scheme and
state-managed retirement scheme are recognised as
an expense when employees have rendered service
entitling them to the contributions.

Equity-settled share-based payment transactions

Equity-settled share-based payments to employees
and others providing similar services are measured
at the fair value of the equity instruments at the grant
date.

For share options that vest immediately at the date
of grant, the fair value of the share options granted
is expensed immediately to profit or loss.

When the share options are exercised, the amount
previously recognised in share option reserve will
be transferred to share premium. When the share
options are forfeited after the vesting date or are
still not exercised at the expiry date, the amount
previously recognised in share options reserve will
be transferred to retained profits.

Provisions

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that the Group
will be required to settle the obligation, and a
reliable estimate can be made of the amount of the
obligation.
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For the year ended 31 December 2016 #; 22016412 831H I FE

TEEFERE®R)

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Provisions (Continuea)

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle
the present obligation, its carrying amount is the
present value of those cash flows.

When some or all of the economic benefits required
to settle a provision are expected to be recovered
from a third party, a receivable is recognised as an
asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can
be measured reliably.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the directors of
the Company are required to make estimates and
assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions
are based on historical experience and other factors
that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and
future periods.

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period,
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year.
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For the year ended 31 December 2016 # £20164 128318 It F &

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Construction contracts

The Group recognises the amount of attributable
profit or foreseeable losses from construction
contracts based on the latest available budgets of
those construction contracts with reference to the
overall performance of each construction contract
which requires management’s best estimates and
judgements. Construction revenue is estimated in
accordance with the terms set out in the relevant
contracts. Construction costs which mainly
comprise installation costs and costs of materials
are estimated by the management on the basis
of quotations from time to time provided by the
major contractors/suppliers/vendors involved and
the experience of the management. Because of the
nature of the construction industry, the management
regularly reviews the progress of the contracts and
the estimated construction revenue and construction
costs. Any change in the estimates of construction
revenue or construction cost will affect the amount of
foreseeable losses, or attributable profits recognised
in the profit or loss prospectively in each reporting
period using the percentage of completion method.

Estimated impairment of trade receivables

When there is objective evidence of impairment loss,
the Group takes into consideration the estimation of
future cash flows. The amount of the impairment loss
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition, where
applicable). Where the actual future cash flows are
less than expected, or being revised downward due
to changes in facts and circumstances, a material
impairment loss may arise. As at 31 December
2016, the carrying amount of trade receivables is
RMB1,412,262,000 (2015: RMB830,806,000) as
disclosed in note 19.

REVENUE

Revenue represents the
construction contracts.

revenue arising on
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For the year ended 31 December 2016 #; 22016412 831H I FE

SEGMENT INFORMATION 6. PHEHR
The Group’s operating activities are attributable to AEBNEETHFBNEED B ZED
the operating segments focusing on the construction HEFRMAERERBER B EEEENESE
of steel structure and prefabricated construction ML RELEDIBNIRABERREELE
projects. These operating segments have been HE MABBEEREHEATES (BEAN
identified on the basis of internal management EEFTELERARE)CHBT - RITES
reports that are regularly reviewed by the executive EHEEESRNKE REMESN - LA
directors of the Company who are the chief operating TERDRERRE TG -
decision makers of the Group (the “CODM”). The
executive directors review revenue and gross margin
analysis by each construction contract for the
purpose of resource allocation and performance
assessment.
For segment reporting under HKFRS 8 “Operating MEBMBREERESHRILE DI TH
Segments”, the revenue and gross margin of DEmMEMS  SHEBULBERREES
each construction contract with similar economic EMREREMNEEEHAE AR REE
characteristics has been aggregated into a single D ER o 8% D RS FT IR R B T FES AT L AN
reportable and operating segment. The accounting SENSTHERER KEBLEERKES
policies of the operating segments are the same as Be o Elas ko HEE BN ERMKR)EARE
the Group’s accounting policies described in note 3. B U = R EF MR o
The segment revenue and segment result (i.e. gross
margin) reviewed by the CODM is the same as the
Group’s revenue and gross profit.
Amounts of segment assets and liabilities of the AEBNOIHEERBESEALEELE
Group have not been reviewed by the CODM. REREER o
Entity-wide information ERGEEH
An analysis of the Group’s revenue by major types AEEEZEAREZHANESHREZ DM
of construction contracts is as follows: (U
2016 2015
2016 2015%F
RMB’000 RMB’000
AR®TR AR T T
Construction of &
— Steel structure projects — M IEE 1,090,263 1,071,625
— Prefabricated construction — HEEHESEIER
projects 560,497 763,039
1,650,760 1,834,664

Geographical information

No geographical segment information is presented
as all the Group’s revenue is derived from operations
in the PRC and over 99% of the Group’s non-current
assets are located in the PRC.

REZEH
HRAEENE SRR FENEE M

REEE9% M IE R B & E R 2 &R P
R EZ SR FRE R o
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For the year ended 31 December 2016 # £20164 128318 It F &

6. SEGMENT INFORMATION 6. DEER#)
(Continued)
Information about major customers FHEEEFRMEH
Revenues from customers of the corresponding REBEE  MEBONKEEARSEBK S
years contributing over 10% of the total revenue of BI0%M P AT
the Group are as follows:
2016 2015
20164 2015%F
RMB’000 RMB’000
ARETR ARBT T
Customer A ZEA 316,156 *
Customer B? B FB? * 215,562
1 Revenue from construction of steel structure 1 REERMEBBEBEHRE -
projects.
2 Revenue from construction of prefabricated 2 REEZERBGHEEEEN RS ©
construction projects.
* The corresponding revenue did not contribute over * AR =BG FAREE AR S E10% ©
10% of the total revenue of the Group for the year.
7. OTHER INCOME 7. Hgw A
2016 2015
20165 20154
RMB’000 RMB’000
ARETR AR T T
Sales of scrapped materials BEELEHE 4,532 1,751
Interest income on bank deposits RITE HF B A 3,013 2,920
Rental income AL WA 2,144 —
Loan interest income B3 A B A 48 1,156
Exchange gain b W = - 540
Others H Aty - 6
9,737 6,373
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FINANCE COSTS

8. MBEMA

For the year ended 31 December 2016 #; 22016412 831H I FE

2016 2015

20165 20154

RMB’000 RMB’000

ARET ARET T

Interests on short-term borrowings REHERMF B 6,554 1,343
DIRECTORS’ AND CHIEF 9. EERTETHAEFHM

EXECUTIVE'S EMOLUMENTS

The emoluments paid or payable to each of the
directors, which include the Chief Executive, were as

follows:

For the year ended
31 December 2016:

Executive directors:
Mr. Jiang Jiangiang
Mr. Shao Xiaogiang
Mr. Xu Fanghua

Sub-total

Independent non-executive directors:
Mr. Xu Jiaming

Mr. Chen Tiegang

Mr. Ma Chun Fung Horace (note a)

Sub-total

Total

ENRENTEES(BREETRABRN
FET

Retirement
Salaries benefit
and other Discretionary scheme
benefits bonus contributions Total
2R BB
e HipEH BB ATEIH R @zt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETR AREFTR ARETRE ARETR
#,Z20165£12A318
LEE:
WITEZE:
BRELE - 1,405 - 12 1,417
BB /N S A - 805 - 12 817
BREELE - 205 - - 205
N - 2,415 - 24 2,439
BUFHTES:
BREBLE 103 - - - 103
B kL 103 - - - 103
Bk & 5% £ (K i) 195 - - - 195
Nt 401 - - - 401
B 2,840
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For the year ended 31 December 2016 # £20164 128318 It F &

9. DIRECTORS’ AND CHIEF

9. EERFTETHAEHM

EXECUTIVE'S EMOLUMENTS (&
(Continued)
Retirement
Salaries benefit
and other Discretionary scheme
Fees benefits bonus contributions Total
Fek RN
e Hith g A ML STEf R Fo
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTR ARETT ARBTT ARBTR
For the year ended #E2015%12A318
31 December 2015: LEE:
Executive directors: WITEZE:
Mr. Jiang Jiangiang BRRLE = 1,393 1,200 13 2,606
Mr. Shao Xiaogiang BB /N S = 793 1,200 13 2,006
Mr. Wu Yimin (note b) R B 5% 4 (B 3Eb) = 680 = 12 692
Mr. Xu Fanghua (note b) R E K& (M ab) = 8 = = 8
Sub-total INEE = 2,874 2,400 38 5,312
Independent non-executive directors: B FEHITES:
Mr. Xu Jiaming BREALE 97 = = = 97
Mr. Chen Tiegang B & 8 0 97 = = = 97
Mr. Ma Chun Fung Horace BiRE L E 193 = = = 193
Sub-total NG 387 = = = 387
Total @t 5,699
Notes: Ft 2

(a) Mr. Ma Chun Fung Horace has resigned as an
independent non-executive director effective from
13 Dec 2016. Mr. Luk Chi Shing was appointed as
an independent non-executive director on 3 January

2017.

(b) Mr. Wu Yimin has resigned as an executive director
and Mr. Xu Fanghua was appointed an executive
director on 15 December 2015.
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10.

DIRECTORS’ AND CHIEF
EXECUTIVE'S EMOLUMENTS
(Continued)

The executive directors’ emoluments shown above
were mainly for their services in connection with the
management of the affairs of the Company and the
Group.

The independent non-executive directors’
emoluments shown above were mainly for their
services as directors of the Company.

Mr. Shao Xiaogiang is also the Chief Executive of
the Company and his emoluments disclosed above
include those for services rendered by him as the
Chief Executive.

The discretionary bonus is determined by the
performance of individuals.

None of the directors waived any emoluments for
both years. No emolument was paid by the Group
to any of the directors as an inducement to join or
upon joining the Group or as compensation for loss
of office.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during
the year include two directors (2015: two directors),
details of whose emoluments are set out in note 9
above. Details of the emoluments for the year of the
remaining three (2015: three) highest paid employees
who are neither a director nor chief executive of the
Company were as follows:

For the year ended 31 December 2016 #; 22016412 831H I FE

9. EERFTETHAEHM

(&

=

EXRRATEFNHFMEZRESHE R
ARRARAREEBABORBE A -

EXARBIFRTEETNFHEERKSE
ERARBEFTH IR M AT

MNREETA/SARAEIETHAR » £EX
FEENSBREERERITRABRRHER
BT EME -

HELEARBEARRERE

RAEFEE  BEESHRCAFHH - A%
B3 A E F S E A S AMER RS
MAREB L RINARN KB EEKAIER
BERME -

TEBEHEER

FR AEB LA T EERERBES
2015F - MEBEE) BEMNTFHFBEHR
EXHE - FRHBT =R (2015%F : =R) IE
ARREBEZMIETETBRAEBN TS ESR
R F BN BT

10.

Salaries and other benefits

Retirement benefit scheme
contributions

& &A1& F
Equity-settled share option expenses  J% 4 # 44 B8 f% # 5 52 -
R R AE T 5t 8 5K

2016 2015

2016 % 20154
RMB’000 RMB’000
AREFTT ARET T
1,177 438

3,769

31 40

1,208 4,247
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For the year ended 31 December 2016 # £20164 128318 It F &

10.

1.

FIVE HIGHEST PAID EMPLOYEES
(Continued)
The number of the highest paid employees who are

not the directors of the Company whose emoluments
fell within the following bands is as follows:

10. B BREHFEE®)

FHENTHENFARREENESHE
B ABMT

Number of individuals

Nil to HK$1,000,000 = 21,000,000 7T
HK$1,000,001 to HK$1,500,000 1,000,001 T &
1,500,000/ 7T

A&
2016 2015
20164 20154
3 —
- 3
3 3

No emolument was paid by the Group to any of the
remaining highest paid individuals in the Group as
an inducement to join or upon joining the Group or
as compensation for loss of office for both years.

INCOME TAX EXPENSE

RMEFE  NEBEHRERAEEHKTEM
ERHFALINEMHE  AESRSIKE
DO SR D0 A S & BB By 1) 2R R o A B 4 1 o

BB

2016 2015
20164 20154
RMB’000 RMB’000
ARETR ARBF T

Current tax: BIVAR £ 18

PRC Enterprise Income Tax R EMER

103,408 122,461

Provision for the PRC Enterprise Income Tax was
made based on the estimated taxable profits
calculated in accordance with the relevant income
tax laws and regulations applicable to the Company’s
PRC subsidiaries.

Under the Law of the PRC on Enterprise Income
Tax (the “EIT Law”) and Implementation Regulations
of the EIT Law, the tax rate of the Company’s PRC
subsidiaries is 25%.

No provision for Hong Kong Profits Tax has been
made as the Group had no assessable profits arising
in Hong Kong for both years.
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11. INCOME TAX EXPENSE (Continued)

The income tax expense for the year can be
reconciled to the profit before tax per the
consolidated statement of profit or loss and other
comprehensive income as follows:

For the year ended 31 December 2016 #; 22016412 831H I FE

1. 88X E

FANMERAXAIEGEEE R EMEEH
Wt R TP BRBLAT B M SRR T

2016 2015
20165 2015%F
RMB’000 RMB’000
ARETR AR T T
Profit before tax R % B & F 391,677 448,364
Tax at the PRC Enterprise Income Tax % B8 1> % Ff 15 7% 7% &
rate of 25% (2015: 25%) 25% =T E #) B 18
(20154F : 25%) 77,919 112,091
Tax effect of expenses not deductible 7~ AT #1%i B 5% 89 %1 7
for tax purpose wE 488 6,319
Tax effect of tax loss not recognised & K7 2% 18 B 18 2 T 7%
B 4,398 2,380
Tax effect of different tax rate of REMBEEREER
subsidiaries operating in other ol NI bnRe e
jurisdiction Mg 2 2,265 1,226
Tax effect of income not taxable for tax & 78 R i W A 2
purpose METE (1,976) —
Others H A, 314 445
Income tax expense for the year FAMSPRAS 103,408 122,461

Details of the deferred taxation are set out in note
28.

BREET IR 2 FIFH NI aE28 ©
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For the year ended 31 December 2016 # £20164 128318 It F &

12. PROFIT FOR THE YEAR

12. FRER

Profit for the year has been arrived at
after charging (crediting):

Auditor’'s remuneration — audit
services

Depreciation of property, plant and
equipment

Less: amounts capitalised in contract
work in progress

Amortisation of prepaid lease
payments

Less: amounts capitalised in contract
work in progress

Staff costs (including directors’
emoluments)

Salaries and other benefit

Equity settled share-based payments

Retirement benefit scheme
contributions

Less: amounts capitalised in contract
work in progress

Operating lease rentals in respect of:
Premises

Less: amounts capitalised in contracts
work in progress

Net exchange loss (gain)

(Reversal of) provisions for
financial guarantees (included in
administrative expenses)

Research cost recognised as an
expense

Contract work in progress recognised
as expense

R GEA) AT BIRE
ERMFEANRAN
%R B & — R R

ME - BENRZE
e

B RERBRTIES
IR R E AR IR

& 1 & FROR 5

W ERARTRTR
% BE RN HE

BETRA(BEESH
)

#r @ & H AR A

DA R # B DA BR 199 A L T
Z M

HER R R

B RERA R Ti2H &
REREXRNKA

NTREHENEE
UES

R ERA R TR
8 75 B & A IR

BE 3 548 (e af ) )% 88
ISR REE (BE)
(FFATTEA)

TR AR XM TR
X X
BRARAXNERZER
I

2016 2015
2016 £ 20154
RMB’000 RMB’000
ARETTT ARETIT
2,853 1,594
16,980 14,217
(13,958) (10,674)
3,022 3,543
915 892
(915) (339)
- 553
60,716 62,521
- 12,565
5,697 4,726
66,413 79,812
(55,045) (61,315)
11,368 28,497
5,519 7,433
(3,908) (5,502)
1,611 1,931
6,608 (540)
(5,996) 12,196
600 600
1,210,596 1,300,676
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For the year ended 31 December 2016 #; 22016412 831H I FE

13. DIVIDENDS 13. B2

2016 2015
20165 20154
RMB’000 RMB’000
ARBTR ARETIT

Dividend recognised as distribution ~ FRERAED IR 2K E :
during the year:

Final dividend paid in respect of the & Z=2015F 124310 IEF

year ended 31 December 2015 EAY Mz REBKEE

of RMB1.6 cents (equivalent to BRARE165 HEER

HK1.91 cents) (31 December 2015:  1.917% L) (201512 A

final dividend paid in respect of 318 : H £2014F 124

the year ended 31 December 2014  31HIEFE A 2K

of RMB1.93 cents (equivalent to HAR B F A% A R %1.03

HK2.44 cents)) per Share 7 (FE 72.44784001)) 32,608 33,939
The directors do not recommend any payment of EEER TNRNEMNRBRE  YEZRA
final dividend and propose that the profit for the year FRARA o
be retained.
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For the year ended 31 December 2016 # £20164 128318 It F &

14. EARNINGS PER SHARE 14. BREF

The calculation of basic and diluted earnings per
Share is based on the following data:

BREAREERN DRATRETE

2016 2015
20164 20154
RMB’000 RMB’000
ARETR ARET T
Earnings Z2F
Earnings for the purpose of basic and #tatE &M% E A K #5 R
diluted earnings per Share F 2z & A
Profit for the year FREF 288,269 325,903
’000 000
Thg T A%
Number of shares EHEE
Weighted average number of ordinary FiatEERE KRR 2
shares for the purpose of basic i R 0 5 88
earning per Share 2,040,227 1,859,003
Effect of dilutive potential ordinary BEEEBN2EBR2E
shares: share options 2 RERE - 2,038
Weighted average number of ordinary izt E &% # &R ~ &
shares for the purpose of diluted i R 0 #E 15 25
earning per Share 2,040,227 1,861,041
No diluted earnings per Share was noted for A EEELTBRBEITEIN WAFEL

current year as that was no potential ordinary share
outstanding.
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15. PROPERTY, PLANT AND

For the year ended 31 December 2016 #; 22016412 831H I FE

15. W%  BERRHE

EQUIPMENT
Buildings
and Plant and Motor Office Leasehold
structures machinery vehicles equipment improvement Total
BFR BER WAE HEYE
BEY 1 28 RE ] R @t
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
ARBETT ARBTR ARETR ARETn ARETT ARETR
COoST AR
At 1 January 2015 R201551 718 65,620 18,796 5,345 1,327 322 91,410
Additions WE - 71,280 = 94 = 71,374
Acquisition of a subsidiary W EHB AR 54,499 31,972 47 7 = 86,595
At 31 December 2015 #R2015512A31R 120,119 122,048 5,392 1,498 322 249,379
Additions ANE = 15 = 8 = 23
At 31 December 2016 #2016F12A318 120,119 122,063 5,392 1,506 322 249,402
DEPRECIATION e
At 1 January 2015 M2015%1 818 14,289 11,795 4,266 877 232 31,459
Provided for the year FERNEE 6,253 7,069 615 190 90 14,217
At 31 December 2015 ®2015512A31R 20,542 18,864 4,881 1,067 322 45,676
Provided for the year FRBRE 6,396 10,240 195 149 = 16,980
At 31 December 2016 #20165F12A 318 26,938 29,104 5,076 1,216 322 62,656
CARRYING VALUES REE
At 31 December 2016 1#20165F12A310 93,181 92,959 316 290 - 186,746
At 31 December 2015 R2015%12A318 99,577 103,184 511 431 = 203,703

The above items of property, plant and equipment
are depreciated on a straight line basis over their
estimated useful lives and after taking into account of
their estimated residual value, at the following rates

per annum:

Buildings and structures
Plant and machinery

Motor vehicles
Office equipment

Leasehold improvement

5%

10%

10%-19%

5%—19%

Over the remaining

lease period of the
office premise

The Group’s buildings are situated on leasehold land

in the PRC.

L% BERREEBDEARKREN
B RBEERNEAATERFHANER

SRR TSI &

55 R S
BRBR R 58
A

WAZRE

MEYRES

ES

=z

FE:

5%
10%
10%-19%
5%-19%

SE N LY
HRTITEEHA

AEBENBFHURPERANEE L1t

Fo
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For the year ended 31 December 2016 # £20164 128318 It F &

16. PREPAID LEASE PAYMENTS 16. AHHEFRKIE

2016 2015
20165 20154
RMB’000 RMB’000
ARBTR ARETIT

The carrying value of land comprises: = it &) BR B B 1E
Leasehold land in the PRC FREEARNEE - 39,101 40,016

Analysed for reporting purposes as: VAR TR A& B B 54T ¢

Non-current asset EMBE E 38,199 39,114
Current asset mENE E 902 902
39,101 40,016

17. INTEREST IN A JOINT VENTURE 17. RA—EBEeEt¥cER

2016 2015
20165 20154
RMB’000 RMB’000
ARETR ARBT T
Costs of unlisted investment FELEMIRE A 153,000 153,000
Share of profit of a joint venture DIEEE D EEA 502 —
153,502 153,000
Details of the Group’s joint venture at the end of the AREENREHRRNEEDLEFBOT

reporting period are as follows:

Proportion of

Country of Principal ownership invest Proportion of
incorporation/ place of held by the voting right held Principal
Name of entity registration business Group by the Group activity
MR, TEEE KRB AEE
BREaE M ER B RHERELH BERLLH ETEEH

2016 2015 2016 2015
2016 2015 2016F 20154

IHREERERFREZEARART the PRC the PRC 51% 51% 51% 51% Inactive
("Jiangsu HuaChen Saite”)

IHERBERBREZREGR AR FE i 51% 51% 51% 51% EfE&E
IHERER)

1 16 China Saite Group Company Limited FEEZFEEERE QA



17. INTEREST IN A JOINT VENTURE

(Continued)

In June 2015, the Group, together with two
independent third parties, established Jiangsu
HuaChen Saite, a PRC-incorporated company and
engaged in construction of steel structure and
prefabricated construction projects, which a total
capital injection of RMB153,000,000. Upon the
establishment of Jiangsu HuaChen Saite, the Group
held 51% equity interests in Jiangsu HuaChen Saite
while the other two parties, namely 1t R ¥ iZ & 15
EREEERAR and EEMBIKYEFRAF
(“Yixing Hongrui”) held 40% and 9%, respectively.
The investment is classified as investment in a
joint venture because no single party could control
Jiangsu HuaChen Saite and the relevant activities
require unanimous consent of the parties sharing
control. Jiangsu HuaChen Saite was incorporated
to continue the expansion of the Group’s operation.
Summarised financial information in respect of the
Group’s investment in the joint venture is set out
below. The summarised financial information below
represents amounts shown in the joint venture’s
financial statements prepared in accordance with
HKFRSs.

The joint venture is accounted for using the equity
method in these consolidated financial statements.

For the year ended 31 December 2016 #; 22016412 831H I FE

17. A—REe8 X ER#)

R2015F 67 » AEBERMABILE=F R
VIHEEEF(RPBEEMKZ ZAF])
REZEMEBRBRBHRELEEE X5
& A R#153,000,0007T ° &I ERERBER
% AEERFREIHERERH%KRE M
BEgmy R ERERERERA
AREEMERWERERAR(HEERK])
DRI H40% 9% Bk #E o AR ER —5 &
FEEFIHFERER  mMABESHEIES
EEFENS T —BRRE AR ERES
RAELECENERE - A IHERER
MEMNREBREEASB X - A5ER
AECENBENTBERBERIINOT -
TXFHZTEERNBMBRAECERE
ERMBERELEARENMEREI T ZE
o

EZEEAVBRERT  GECEAER X
AR

2015

20154

RMB’000 RMB’000

ARETR AR T T

Current assets mENE E 301,035 300,000

Non-current assets FEMBE E - —

Current liabilities mEAaE 51 —

Non-current liabilities EmEaE - —
The above amounts of assets include it & & Z B B 15

the following: AR &I :
Cash and cash equivalents ReRReZEEY 301,035 300,000
Profit and total comprehensive income & Fl| & 2 m Y A 48 %8 984 =
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For the year ended 31 December 2016 # £20164 128318 It F &

17. INTEREST IN A JOINT VENTURE 17. RA—EEe&EL¥ 2R &)

(Continued)

Reconciliation of the above summarised financial
information to the carrying amount of the interest in a
joint venture recognised in the consolidated financial

LAMBEMRERN GRS M B RERAER
ZR—HAebR2ESNEREZHE:

statements:
2016 2015
20164 20154
RMB’000 RMB’000
ARETR ARET T
Equity attributable to owners of the A& A A BIGHEZS
joint venture 300,984 300,000
Proportion of the Group’s ownership A&EEZFiB#EREED T
interest 51% 51%
Carrying amount of the Group’s AEER—HEeEREZ
interest in the joint venture EERREE 153,502 153,000
18. AMOUNTS DUE FROM (TO) 18. B (EM) BEFEREIIRENIE
CUSTOMERS FOR CONTRACT
WORK
2016 2015
20165 20154
RMB’000 RMB’000
ARETR ARBT T
Contracts in progress at the end of the A FERHEITH AR :
year:
Contract costs incurred B E A S R KA 1,548,104 1,771,158
Recognised profits less recognised B HEREFH D EREE
losses 558,944 740,080
2,107,048 2,511,238
Less: progress billings LI E R (2,100,383) (2,507,983)
6,665 3,255
Analysed for reporting purposes as: AR IR & B ) 54T
Amounts due from contract customers & & A &= F 5 1E 8,138 4,264
Amounts due to contract customers fEN A B E P KA (1,473) (1,009)
6,665 3,255

1 18 China Saite Group Company Limited FEEZFEEERE QA



18.

19.

AMOUNTS DUE FROM (TO)
CUSTOMERS FOR CONTRACT
WORK (Continued)

As at 31 December 2016,
customers for contract work amounting to
RMB305,954,000 (2015: RMB367,077,000) have
been included in trade receivables under current
assets.

retention held by

TRADE RECEIVABLES

The trade receivables arising from construction
contracts are billed and receivable in accordance
with terms of the relevant agreements. Payments
are typically made based on either the milestone
events stipulated in the construction contracts or the
actual progress of the work performed. The credit
periods are ranging from 30 to 90 days, which vary
in accordance with the contract terms.

The following is an aged analysis of trade
receivables, net of allowance for doubtful debts,
presented based on the date of progress billing at
the end of the year.

For the year ended 31 December 2016 #; 22016412 831H I FE

18.

19.

B (BN ZEFERIERE

(&

=

R2016F12A31H B FHARIERFAE
B 1R B & A R #305,954,0007T (20154 = A
R #367,077,0007T) EFT AR B EEE TH
fEUE 5 R -

FEW B 5 K8

MEESRELNEKESFIRTIIZE B
FOERAERERKE - HFBERERZ
EERBANERRRNIZRERE TER
fEH » EEHN FI0XE0B 2 - ZHRIE
BERGRMED

UTABRERBEERAP2IINERES
IR (EHIBR R AR B ORI DA ©

0-30 days 0-30K
31-90 days 31-90K
91-180 days 91-180K
181 days—1 year 181K —14F
Over 1 year 1F A £
Retention receivables FEBURE &
Retention receivables BlRESE
Due within 1 year 14 (A 51| 2§
Due after 1 year 16 18 2 HA

2016 2015
20164E 20154
RMB’000 RMB’000
ARETR ARBT T
192,940 172,595
435,156 262,690
311,345 28,444
154,586 —
12,281 —
1,106,308 463,729
305,954 367,077
1,412,262 830,806
251,459 226,815
54,495 140,262
305,954 367,077
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19. TRADE RECEIVABLES (Continued)

Retention receivables are interest-free and
recoverable at the end of the retention period of
individual construction contracts ranging from 1 to
3 years.

Before accepting any new customer, the Group
assesses the potential customer’s credit quality and
defines credit limits by customer. Management of the
Group is of the opinion that the credit quality of the
trade receivables balances that are neither past due
nor impaired at the end of the reporting period is of
good quality.

Included in the Group’s trade receivables are debtors
with aggregate carrying amount of RMB613,380,000
as at 31 December 2016 (2015: RMB89,529,000),
which are past due as at the end of the year for
which the Group has not provided for impairment
loss.

Ageing of trade receivables which are past due
but not impaired:

19.

W E ZRE )

RUREERRE  ERSEZEERAREH
(N FAEIFZH)ARA FUE o

REXTMHELH AKRBEEFHEES
FPHEREERIREZZPHNEERE - K
SEERERR  RNREHRERBHITAR
MENERESFRBEHRNEEERR °

R2016F12A31H ' AEBEKESRIER
FEERE 4% A A R#613,380,0007T (20154 :
A R #89,529,0007T) B W R IH  :Z2 5 IH
RERCEE  MASE L EHEELRE
BB -

£ 30 0 18 5K 1 6 FE O 5 55 3 T 9 B 0
mF :

0-90 days 0-90K
91-180 days 91-180K
180 days above 180K A
Retention receivables EYRE S

2016 2015
2016 £ 20154
RMB’000 RMB’000
ARETT ARET T
214,505 57,228
190,246 4,287
134,608 —
539,359 61,515
74,021 28,014
613,380 89,529

The directors of the Company consider that the trade
receivables that are past due but not impaired are
recoverable whereby there has not been a significant
change in credit quality of the trade debtors and
there is no recent history of default, and hence
no allowance for doubtful debts was made as at
31 December 2016. The Group does not hold any
collateral over these balances.

China Saite Group Company Limited FEEZFEEERE QA

ERENESERNEEEERTERLES
AR EITEAH R  ARARIEER
REBHERBENEWRE S KB FUK
| & A2016F12 H318 » I & 1F H {F il R BR
BE - AEEYW ER RS EBRIT AT KT

o
AR °



20.

21.

22.

OTHER RECEIVABLES, DEPOSITS
AND PREPAYMENTS

For the year ended 31 December 2016 #; 22016412 831H I FE

20.

HitbBWARE - BERFEN

IE

Prepayments AN
Deposits paid BffES
Other receivables H b JE U 5K I8

2016 2015
20164F 20154
RMB’000 RMB’000
ARETR ARBT T
112,571 186,945
756 726

- 1,203

113,327 188,874

Prepayments mainly represent the material costs
prepaid to suppliers at the total amount of
RMB105,114,000 (2015: RMB177,434,000) during the
current year.

LOAN RECEIVABLE

On 16 June 2015, Modern Day Holdings Limited,
a subsidiary of the Company entered into a loan
agreement amounting to HK$26,500,000 (equivalent
to RMB22,202,000) with an entity incorporated in
the British Virgin Islands which is an independent
third party. The loan receivable of the Group was
unsecured, interest bearing and was repaid in
February 2016. Effective interest rate is 10% per
annum.

BANK BALANCES

At 31 December 2016, bank balances carry interest
at prevailing market rates ranged from 0.01% to
0.385% (2015: 0.01% to 0.35%) per annum.

21.

22.

ENREBEEEAANFERNBNTFHERND
B AR - B A A R #105,114,0007t (2015
£ A R#177,434,0007T) °

FE W & K

R2015F6A16H * ARATRIKIE AR 2 FiE
BRERARE—RRRBRE L& &MY
BB (BBILE=7)5] 3 £26,500,000
7 7T (F 0 A R #22,202,0007T) K & 7 17
H o AEBHERERTERE  STERE
R2016F2 7 (B8 © Wik B B F 5 £10% 7t
B e

IRITHER
MR2016F12 318 » SRITEBRILERMNTH

FH Z A F0.01% £0.385% (20154 : 0.01%
%£0.35%) T8 °
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For the year ended 31 December 2016 # £20164 128318 It F &

23. TRADE PAYABLES

Trade payables are settled in accordance with the
relevant agreements. An aged analysis of the Group’s
trade payables (by goods receipt date) at the end of
the reporting period is as follows:

23. EHE SR\

ENBESFRBTRBEBBRSN - R&RE
BR AKRENENESZFRGERKERH)

0-30 days 0-30K
31-90 days 31-90K
91-180 days 91-180K
Retention payables ENREBE
Retention payables EfRE£
Due within 1 year 14F (A 51| 2§
Due after 1 year 16 1& 2| HA

RBREE DT T
2016 2015
20164E 20154
RMB’000 RMB’000
ARETR ARET T
58,699 49,833
8,545 3,035
- 2,100
67,244 54,968
5,908 20,026
73,152 74,994
5,908 18,703
- 1,323
5,908 20,026

24. OTHER PAYABLES AND

24, HtENREREFTEHR

ACCRUALS
2016 2015
20165 20154
RMB’000 RMB’000
ARETR ARBT T
Accrued wages and staff benefits B TERETREF 12,336 14,184
Other accrued expenses Hih st X 4,916 2,764
Other tax payables H fh pE S R 18 14,909 13,192
Other payables H b B 3R 4,341 2175
36,502 32,315
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For the year ended 31 December 2016 #; 22016412 831H I FE

25. AMOUNT DUE TO A DIRECTOR 25. B —REEFIE

The amount due to a director as at 31 December 201612 A31B M EN — R EERIBIEE
2016 represented amount due to Mr. Jiang Jiangiang BREmffEMRIE  ZAEAERER 28
which is unsecured, interest-free and repayable on NMEREXRBEE -
demand.
26. PROVISIONS 26. & &
Provisions for financial guarantees
MBEEREE
2016 2015
20164 2015%F
RMB’000 RMB’000
AREFx ARET T
At the beginning of the year REA 12,196 =
Addition of provisions NE A 1,404 12,196
Reversal of provisions B ER (7,400) —
At the end of the year RERXR 6,200 12,196
()  Jiangsu Saite Steel Structure Co., Ltd. (“Saite i) AKEWEBARIGAESHMEEERA
Steel (Jiangsu)’), a subsidiary of the Group, A EFMER LR KA AES
and Mr. Jiang Jiangiang, a director of the BEmrtERXRRERNRE T —BE
Company, provided jointly and severally BN+ (BI1g 5 55) #) A K #3,000,000
financial guarantees to a micro credit entity TTHERMPBRTIHRSE B BEEE
in Jiangsu, the PRC, in respect of a loan NEREIHBER - LI BEEFHEE
of approximately RMB3,000,000 granted 1 OLE) « J& 5 0m 5c A T E 4 i 2 1 5
to an individual, namely, #%7. Besides, ATHIESS RiGFH 5 R & ERIHE
Saite Steel (Jiangsu), Mr. Jiang Jiangiang FE—R2EMAZEIER)HARKE
and two other individuals, namely, #§IE% 2,000,000t M E R ABRA/NEEE
and ¥, provided jointly and severally NERHIBEER - WIES  BFF
financial guarantees to the same micro credit MHBHABINE= - REERKE
entity in respect of a loan of approximately wHE - BR2015F12 A31 B AELE
RMB2,000,000 granted to another individual, B ABERARBREREERA
namely, HE. 181EF, #8555 and HE are MERAZLBIRBESE  EREBEMK
independent third parties. The loans were BEGRENS - H £2015F12 31
past due and no settlement was made HIEFE  BEERSARYS5029,000
as at 31 December 2015. The borrowers T A BAE AR B IS R R B -

and guarantors were then sued collectively
by the lender for the default of payment
and requested to settle the outstanding
balances with interest. Provisions for financial
guarantees including interest of RMB5,029,000
was recognised during the year ended 31
December 2015.
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For the year ended 31 December 2016 # £20164 128318 It F &

|
l

|

26. PROVISIONS (continued)

(i

(Continued)

During the current year, a settlement
agreement was agreed among between &%
7, HZE and the micro credit entity on the
repayment schedule, where #3% % would
repay a total amount of RMBS3,500,000,
of which RMB2,100,000 by the end of
December 2016, RMB700,000 by the end of
December 2017 and RMB700,000 by the end
of December 2018, and HEE would repay
a total amount of RMB2,300,000, of which
RMB1,300,000 by the end of December
2016, RMB500,000 by the end of December
2017 and RMB500,000 by the end of 30
December 2018. A reversal of provisions of
RMBS3,400,000 was made in respect of the
amount settled during the year ended 31
December 2016.

Saite Steel (Jiangsu) acted as a financial
guarantor to Yixing Hongrui, a shareholder of
the joint venture of the Group, for its purchases
of goods from a supplier operated in Shanghai,
the PRC, of approximately RMB7,167,000 in
aggregate. The balance was originally past
due but it was subsequently agreed in 2015
among the involved parties on the repayment
schedule where Yixing Hongrui would repay
approximately RMB1,000,000 on a monthly
installment basis from February 2016 to
September 2016.

Based on the estimation by the directors of
the Company, the Group is probable to be
required to settle the debts and a provision
for financial guarantee of RMB7,167,000
was recognised during the year ended 31
December 2015. Yixing Hongrui defaulted the
payment from February 2016 to September
2016, and a revised settlement agreement
was entered in October 2016, where Yixing
Hongrui would repay a total amount of
RMB7,800,000, of which RMB2,000,000
before 25 October 2016, RMB2,000,000
before 25 December 2016, RMB2,000,000 by
the end of August 2017 and RMB1,800,000
by the end of August 2018. A reversal of
provisions of RMB4,000,0000 was made in
respect of the amount settled during the year
ended 31 December 2016.

The additional provision for the year ended in 31
December 2016 represent the estimated interest and
penalties under these financial guarantees.
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26. B

(i (&)

RAFEAHE - 857  HEHE/)DE
EEARERERERRBEEE
WiE Bl BEFBEEREBA
R #3,500,0007T (H & ZH %20164F 12
BIE 2 B8 & A R #2,100,0007T ~
2017F 12 AKX Z Al E & A R #700,000
TL N R2018F12 AR Z R fE B A R
700,000) N HEREEZBZSEAR
#2,300,0007T (F # 78 742016 F 12 A K
Z A& & A R #1,300,0007T * 12017
F128 K 2 718 & A K ¥500,0007T
N R2018%F12 AS0B Z AT E 8 A R#&
500,0007T) ° B #t & Z£20169F12 531
AIEFE#EZ RBERRBEEARE
3,400,0007T °

(i) EBEFELEBECIH TETEESBR(R
EEAELENBRR)NTBERA
EREMRTE ESEENHENE
EMEMREEHARET167,0007T © §
BERRACEH P SHER
B R2015%F 1 7€ = ZORF R 0 R b
H #3856 18 82016492 A 22016494

Mz A 5 BB {E 2 #) A R #1,000,000

7

o)

ERARRIESHEGT - AEERREZR
EEGR  WERE E=2015F12/831
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27.

28.

SHORT-TERM BORROWINGS

On 29 September 2015 and 16 October 2015, the
Company entered into loan agreements amounting
to HK$50,000,000 and HK$40,000,000 (equivalent
to RMB44,795,000 and RMB35,836,000) with
an individual and an entity incorporated in Hong
Kong, respectively, which are both independent
third parties. The borrowings of the Group are
unsecured, interest bearing at 8% per annum and
repayable on 29 September 2016 and 16 October
2016, respectively. The loan agreements were
subsequently extended to 15 March 2017 and 17
October 2017, respectively. Effective interest rate are
12.4% and 8.4% (2015: 8% and 8%) respectively per
annum respectively.

DEFERRED TAX LIABILITY

For the year ended 31 December 2016 #; 22016412 831H I FE

27. R E

R2015E98298 K 20155104168 » AR Al
DRIE—ZEFA LR —RIEE B LMY
ER(GIRBIYE=77)5] 3 £ ¥ 550,000,000
75 7T %40,000,00078 7T (7 B 8 & R A R #&
44,795,0007T & A & #35,836,0007T) H) & X
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1:8.4% (20154 : 8% [8%) °

28. EEBIBEEE

Withholding tax
on undistributed
earnings

Rk &R

B FEIOH
RMB’000

ARBTT

At 1 January 2015 and 31 December 2015
and 2016

R201541 A1 8 A & 20154 &
20164F12 A31H

92,116

According to a joint circular of the Ministry of Finance
and State Administration of Taxation — Cai Shui
2008 No. 1, dividend distributed out of the profits
generated by subsidiaries established in the PRC
to “non PRC-resident” investors since 1 January
2008 shall be subject to PRC Enterprise Income Tax
and tax payment to be withheld by the PRC entity
pursuant to Articles 3 and 27 of the Income Tax
Law Concerning Foreign Investment Enterprises and
Foreign Enterprises and Article 91 of the Detailed
Rules for the Implementation of the Income Tax Law
for Enterprises with Foreign Investment Enterprises
and Foreign Enterprises. Deferred taxation has not
been provided for the year ended 31 December
2015 and 31 December 2016 in the consolidated
financial statements in respect of temporary
differences attributable to accumulated profits of
the PRC subsidiaries amounting to approximately
RMB622,790,000 (2015: RMB360,586,000) as the
Group is able to control the timing of the reversal
of the temporary differences and it is probable that
the temporary differences will not reverse in the
foreseeable future.

BREMBERERMEEROE @M —
Bt 1200855 15% © 5200841 A1H #E #5 1 &
B B 32 B9 P B A B EE AR Y BRI B A IR B R
FEFPBRER | KEEBHNPRCENS
o URBIIGERELCEMINECERS
Tk BIR2TIE A R INE & & 1 EMINE 1
EMEREAERMARENEHTREEEEN
A o B Z=2015%F12 831H &2016412 A31
BIEFE - ARANEE AL 50 12 & # 0 B a4
EENERRZEEREEZEARENAR
BRI ED R EAGRETERERAFR
BB AR R AT A RE622,790,0007T
(20154 : A R #:360,586,0007T ) & 14 B 2 B
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For the year ended 31 December 2016 # £20164 128318 It F &

28. DEFERRED TAX LIABILITY
(Continued)

As at 31 December 2016, the Group has unused
tax losses of approximately RMB41,076,000 (2015:
RMB14,424,000) available for offsetting against future
taxable profits. No deferred tax asset has been
recognised in respect of such losses due to the
unpredictability of future profit streams. The unused
tax losses may be carried forward indefinitely.

28. EERIBERE (2

2016512 A318 2N & E 14 K 2y F &9 i 18
85 18 49 5 A R #41,076,0007T (20154F : A R
#£14,424,0007T) * Al A {EE SR SR E R TR &
o ARERTEMRRBFR  WAEE
WERZEEBERELEREELEE - RBA
RSB ER LS -

29. SHARE CAPITAL 29. R
Number of Shown in the
Shares at consolidated
HK$0.10 per financial
Share Amount statements
SIRE{E0.10/#E T FEMBERE
Y i% 153 & B &¥E HMFETE£HE
HK$’'000 RMB’000
FHExT ARETT
Authorised: ETE

At 1 January 2015 and R2015F1 818 &

31 December 2015 201512 A31H 5,000,000,000 500,000
Increase of authorised share % T& A& AN 38 40 (Fff 5 (a))

capital (note (a)) 45,000,000,000 4,500,000
At 31 December 2016 12016412 H31H 50,000,000,000 5,000,000
Issued and fully paid: ERTRERE:

At 1 January 2015 R2015F1A1H 1,600,000,000 160,000 126,653
Issue of new Shares (note (b)) 7% 2% 17 (K &£ (b)) 278,000,000 27,800 21,970
Exercise of share options 17 15 B A% 4 (P9 5£32)

(note 32) 160,000,000 16,000 12,645
At 31 December 2015 M2015%F12 A31H 2,038,000,000 203,800 161,268
Issue of new Shares (note (c)) #T A% %17 (M 5£ () 203,800,000 20,380 18,259
At 31 December 2016 R2016512 A31H 2,241,800,000 224,180 179,527

China Saite Group Company Limited FEEZFEEERE QA



29. SHARE CAPITAL (Continued)

Notes:

(@)

On 20 May 2016, the authorised share capital of the
Company was increased from HK$500,000,000 to
HK$5,000,000,000 by the creation of the additional
45,000,000,000 new shares of HK$0.10 each.

On 5 June 2015 and 23 June 2015, the Company
issued 100,000,000 and 178,000,000 new Shares
pursuant to the two share subscription agreements
entered into separately between the Company
and Native Land Investment Holdings Limited
and Beijing Urban Construction Road and Bridge
Group Co., Ltd. on 21 May 2015 at a subscription
price of HK$1.426 per share (with reference to the
closing market price of HK$1.24 per share). The
issue of new Shares which raised a total capital of
HK$396,428,000 (equivalent to RMB313,297,000).
These new Shares rank pari passu in all respects
with the existing Shares.

On 28 December 2016, the Company issued
203,800,000 new Shares pursuant to a share
subscription agreement entered into between the
Company and Five Seasons XIV Limited on 12
December 2016 a subscription price of HK$0.52 per
share. The issue of new Shares raised a total capital
of HK$105,976,000 (equivalent to RMB94,944,000).
These new Shares rank pari passu in all respects
with the existing Shares.

The directors were of the view that upon the
subscription, the Group can () raise capital for it
to facilitate its long-term development and further
strengthen its financial position and to use the

funds
bring

for general working capital purpose; and (ii)
in a renowned investor with strong financial

resources and extensive business network including
but not limited to areas of cooperation in property
development and green building which will in turn
bring strategic value to the Group.

For the year ended 31 December 2016 #; 22016412 831H I FE
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GEX

(@) R2015F5H20H AR A H) A E RAS B
18 25 %8 HN45,000,000,000% & % M 150.10
7 70 B 7 A% 19 §500,000,0007% Tt 1 i1 &
5,000,000,000/% T °

(o)  P2015%6HA5H &2015566H23H * A 2 Al
& & £ Native Land Investment Holdings
Limited R It Rt R BB ER EE AR AR
201555 21 BRI BRI D AR (D R e -
LA R 18 (B B A% 1.426 7% 75 % 17100,000,000 4%
%178,000,000i2 #1 Ik fp (L2 E W m HES
fR124%7m) BT RETEEINLER
396,428,000 7T (12 % 5 A R 313,297,000
TL) c ZEMRNERERNESTEEER
A& -

(© 1K2016%F12H28H © & A 7 B & # Five
Seasons XIV Limited 2016412 H12H 3]
SRR G RE RS - UREESR.52E
JT  %17203,800,000% % - FARBITE
& B 484 7105,976,0007 7t (FEER A R
94,944,0007T) ° % F & & 7 B F IR 5 7
EFEZERE#ER -

EEZRANRARESHEE A5EA)AES
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For the year ended 31 December 2016 # £20164 128318 It F &

30. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the
entities in the Group will be able to continue as
a going concern while maximising the return to
shareholders through the optimisation of the debt
and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of net
debts, which includes amount due to a director and
short-term borrowings disclosed in notes 25 and
27, respectively, net of cash and cash equivalents
and equity attributable to owners of the Company,
comprising share capital, share premium, reserves
and retained profits.

The director of the Company review the capital
structure on a continuous basis taking into account
the cost of capital and the risk associated with the
capital. The Group will balance its overall capital
structure through payment of dividend, new shares
issue as well as the issue of new debt or repayment
of existing debt.

China Saite Group Company Limited FEEZFEEERE QA
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For the year ended 31 December 2016 #; 22016412 831H I FE

3. €I A

31. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

(@)

SRMIAHH

2016 2015
20164F 20154
RMB’000 RMB’000
AREFxX ARETT
Financial assets EHEE
Loans and receivables ER K B FRIAE
(including cash and cash (BRERE R
equivalents) HEEEY) 2,191,522 1,735,617
Financial liabilities SRERE
Amortised cost B 8H Pk A 169,534 164,767
Financial risk management objectives and b) HMEBEREEBERBIEK

policies

The Group’s major financial instruments
include trade receivables, other receivables,
loan receivable, bank balances and cash,
trade payables, other payables, amount due to
a director, short-term borrowings and financial
guarantee contracts.

Details of these financial instruments are
disclosed in respective notes. The risks
associated with these financial instruments
include market risk (foreign currency risk and
interest rate risk), credit risk and liquidity risk.
The policies on how to mitigate these risks
are set out below. Management manages
and monitors these exposures to ensure
appropriate measures are implemented on a
timely and effective manner.

Market risk

Foreign currency risk

Certain transactions of the Group are
denominated in Hong Kong dollars (“HK$”)
which is different from the functional currency
of the relevant group entities i.e. RMB, which
expose the Group to foreign currency risk.

AEENTIZSRTASERKES
IR EME KRR BER - R
THEHBEERE  EBNESZHAREM
e FRIRA R eI — R EEHIA - &
BEREUBERELD -

ZECRHITANFRBEBERNSWE -
Eﬁiui—%%ﬁﬂlﬂﬁﬁﬁmﬂ 2B IE T 45
e (ONEERE 2 RAEE ) - FERE
KRB EeRE - T A F
T—Jﬁﬂﬂﬁ.ﬁi%ﬂf‘ REK - EREEE
EERZERK - AR KEEE Wi
FEEE 8 i o

e A

N L B
AEBWHETRZTIABT(HET])
B mMAELAAEBETTSEREE

D EE(BIARB)UINER - F
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For the year ended 31 December 2016 # £20164 128318 It F &

130

the end of the reporting period are as follows:

31. FINANCIAL INSTRUMENTS 31. €@ T R &)

(Continued)

(b)  Financial risk management objectives and b) HMBEEREEERERBEKZ
policies (Continuea)
Market risk (Continued) m5E R (&
Foreign currency risk (Continued) N B ()
The carrying amounts of the Group’s financial RBEPRUNB T ENEAEE SR
assets and (liabilities) denominated in HK$ at BERBEHNEREOEDT

2016 2015

2016 20154

RMB’000 RMB’000

ARET R AREFIT

Bank balances RITES B8 44,072 540
Loan receivable FE W B 3K - 22,202
Other payables H b JE S 3R (3,191) (1,975)
Amount due to a director B —RES A (5,210) —
Short-term borrowings REER (80,631) (75,402)

The Group currently does not use any
derivative contracts to hedge against its
exposure to currency risk. Management
manages its foreign currency risk by
monitoring the movement of the foreign
currency rate and will consider hedging
significant foreign currency exposure should
the need arise.

The following table details the Group’s
sensitivity to a 5% increase and decrease
in RMB against HK$. A 5% sensitivity rate
represents management’s assessment of
the reasonably possible change in foreign
exchange rate. The sensitivity analysis
includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the end of the reporting period
for a 5% change in foreign currency rate. A
positive number below indicates an increase in
profit where RMB strengthen 5% against HKS.
For a 5% weakening of RMB against HKS,
there would be an equal and opposite impact
on the profit for the year.

China Saite Group Company Limited FEEZFEEERE QA
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31. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies (Continuea)

Market risk (Continuea)

Foreign currency risk (Continueq)

For the year ended 31 December 2016 #; 22016412 831H I FE

31. EM T H#)

Profit for the year FAAEF

MBRARERERRBR (&
5 ER (&
HERRE)

2016 2015
20165 20154
RMB’000 RMB’000
ARBTR AREFIT

2,248 2,732

In management’s opinion, the sensitivity
analysis is unrepresentative of the foreign
currency risk inherent as the year end
exposure does not reflect the exposure during
the relevant year.

Interest rate risk

The Group is exposed to cash flow interest
rate risk in relation to variable-rate bank
balances (see note 22 for details). The Group
does not have an interest rate hedging policy.
However, management monitors interest rate
exposure and will consider hedging significant
interest rate exposure should the need arise.

The Group’s exposures to interest rates on
bank balances is detailed in the liquidity
risk management section of this note. The
Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of the interest
rates quoted by the People’s Bank of China
arising from the Group’s bank balances.

The sensitivity analysis below has been
determined based on the exposure to interest
rates for variable-rate bank balances at the
end of each reporting period.

H R 2R B L B 3 D S BR 5 R R Y
Bk REEERRBRESTEE
BINERBRTEETERRE -

R

AEEEBRERTESRITESKNES
mEMNEEBRBERFE F25H
iF22) o AREIW EARE IPEEK - R
M EEEEEENERARYNEE
i Z B E AR KA o

7N 52 [ 1O 8R 17 45 BRTE B 00 1) R L B ¥
BERAMERBESEREE— °
AEENRERENERREESS
REAREERTEREENTEAR
RITATIRA E B -

AT 8EEDH TR A RE T BIRTT
A5 BRI 3% S 5 A OR P ED B A0 A SR L B
BE -

Annual Report 2016 —Z — SN FF ik 131



132

For the year ended 31 December 2016 # £20164 128318 It F &

31. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies (Continuea)

Market risk (Continuea)

Interest rate risk (Continueq)

The analysis is prepared assuming the
variable-rate bank balances outstanding at the
end of the reporting period were outstanding
for the whole year. A 25 basis point (2015: 25
basic points) increase or decrease for bank
balances is used represent management’s
assessment of the reasonably possible change
in interest rates.

If interest rates on bank balances had been
25 basis points (2015: 25 basic points) higher
and all other variables were held constant, a
positive number below indicates an increase
in profit for the year.

31. EM T H#)

(b)

Increase in profit for the year

FREFIE N

MBRARERERRBR (&
5 ER (&

GESENE-))

DT BERSREHRERNZE
BOEBRBEFEHREE - 3R
1T#E BRI = 38 00 ko 258 £ B (2015
FoBAES) AT IEE S RSB
R B AR (Y o

fisd R 17 45 #8 A & £ FHo51E & F (2015
FooofERR) MATE HAME S84

AT RIESBRFRARMIEM o

2016 2015
2016 £ 20154
RMB’000 RMB’000
ARETT ARET T
1,470 1,653

In management’s opinion, the sensitivity
analysis is unrepresentative of the interest rate
risk as the year end exposure does not reflect
the exposure during the year.

The Group also exposes to fair value interest
rate risk, which primarily relates to the
Group’s fixed rate loan receivable and short-
term borrowings. After reviewing the Group’s
exposure for the time being, the Group did
not enter into any arrangements to minimise
this interest rate risk. Management monitors
interest rate exposure and will consider
entering into appropriate hedging transactions
should the need arise.

China Saite Group Company Limited FEEZFEEERE QA
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31. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies (Continuea)

Credit risk

As at 31 December 2016, the Group’s
maximum exposure to credit risk which will
cause a financial loss to the Group arising from
the carrying amount of the respect recognised
financial assets as stated in the consolidated
statement of financial position due to failure to
discharge an obligation by the counterparties.

In order to minimise the credit risk,
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up actions
are taken to recover overdue debts. In
addition, management reviews the recoverable
amount of each individual trade receivable
at the end of the reporting period to ensure
that adequate impairment losses are made
for irrecoverable amounts. In this regard,
the directors of the Company consider that
the credit risk of the Group is significantly
reduced.

The credit risk of the Group is concentrated on
trade receivables from the Group’s five largest
customers at 31 December 2016 amounting
to RMB633,167,000 (2015: RMB279,276,000)
and accounted for 45% (2015: 34%) of
the Group’s total trade receivables before
allowance for doubtful debts. These five
largest customers include state-owned
enterprises and private limited companies
registered and operated in the PRC. They are
mainly the main contractors of construction
projects. In order to minimise the credit risk,
management continuously monitors the level
of exposure by frequent review of the credit
evaluation of the financial condition and credit
quality of its customers to ensure that prompt
actions will be taken to lower exposure.

Management of the Group considers that the
credit risk on liquid funds is limited because
the counterparties are banks with good
reputation.

For the year ended 31 December 2016 #; 22016412 831H I FE

31. EM T H#)

(b)
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For the year ended 31 December 2016 # £20164 128318 It F &

31. FINANCIAL INSTRUMENTS

(Continued)
(b)  Financial risk management objectives and (b) HEABEEEERBR(ZE)
policies (Continued)
Liquidity risk RBEL ARG
In the management of the liquidity risk, the EEADEcRRIE  ASEER
Group monitors and maintains a level of MEFRERReEEMEREEE
cash and cash equivalents deemed adequate REFTEHKE  UREHEASELE
by the management to finance the Group’s FrEEe UHIPREREEDAF
operations and mitigate the effects of 2o
fluctuations in cash flows.
The following table details the Group’s TRANAEEETESHBENT
remaining contractual maturity for its non- HERM - TRDREBESHEBENR
derivative financial liabilities. The table has MRACRKRERE  ZSZEREBED
been drawn up based on the undiscounted BEAEEREAENKNEERAHS
cash flows of financial liabilities based on X o
the earliest date on which the Group can be
required to pay.
Weighted
average  On demand
effective or less Total
interest than 3-6 6 months- 1-5 undiscounted Carrying
rate 3 months months 1 year years cash flows amount
mEFE YR RERY ~{EA KIFHRRE
BRI % =@RAk =ZEX{EA - —FRE REEE R {6
% RMB'000  RMB000  RMB000  RMB'000 RMB'000  RMB'000
% AREFTT ARETR AREFTT ARETR ARBTT ARETR
As at 31 December 2016 #20165F12A831H
Trade payables BB SHE - 68,850 3,180 1,122 - 73,152 73,152
Other payables Hfth B SR - 4,341 - - - 4,341 4,341
Short-term borrowings BHER 9.97 57,646 19,508 8,959 - 86,203 80,631
Amount due to a director ERN—2EFHE - 5,210 - - - 5,210 5,210
Financial guarantee contracts B ERA X - - - 3,200 3,000 6,200 6,200
136,047 22,778 13,281 3,000 175,106 169,534
As at 31 December 2015 #2015%12A31H
Trade payables e B 5308 - 58,231 5,074 10,366 1,323 74,994 74,994
Other payables Hofth A SRR - 2,175 - - - 2,175 2,175
Short-term borrowings BHEE T 8 3,016 1,340 75,402 = 79,758 75,402
Financial guarantee contracts B ER A - 7,029 3,000 2,167 - 12,196 12,196
70,451 9,414 87,935 1,323 169,123 164,767

31. £/t T B &)
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31. FINANCIAL INSTRUMENTS

(Continued)

(c) Fair value measurement of financial
instruments

The fair value of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis.

The directors of the Company consider that
the carrying amounts of financial assets and
financial liabilities recorded at amortised
costs in the consolidated financial statements
approximate their corresponding fair values.

32. SHARE OPTION SCHEME

On 11 October 2013, the Company conditionally
adopted a share option scheme (the “Scheme”)
pursuant to a resolution passed by its then
shareholders on 11 October 2013 for the primary
purpose of providing incentives or rewards to eligible
employees, non-executive directors of the Company
and other selected participants. The adoption of the
Scheme became unconditional upon the listing of
the Company on 1 November 2013.

The maximum number of shares which may
be allotted and issued upon the exercise of all
outstanding options granted and yet to be exercised
under the Scheme and any other share option
scheme of the Group must not exceed 30% of the
issued share capital of the Company from time to
time. An ordinary resolution has been passed that
the total number of shares which may be allotted
and issued upon exercise of all options to be granted
under the Scheme and any other share option
scheme of the Group must not in aggregate exceed
10% of the issued shares of the Company as of the
date of the annual general meeting on 20 May 2016
with approval from the Company’s shareholders. The
total number of shares issued and which may fall to
be issued upon exercise of the options granted under
the Scheme and any other share option scheme
of the Group to each participant in any 12-month
period shall not exceed 1% of the issued share
capital of the Company for the time being, without
prior approval from the Company’s shareholders.
Options granted to substantial shareholders or
independent non-executive directors in excess of
0.1% of the Company’s share capital or with a value
in excess of HK$5 million must be approved in
advance by the Company’s shareholders.

For the year ended 31 December 2016 #; 22016412 831H I FE
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32. BRAETE
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R R EF KEHH (B1201645820H) 2 B
TR BB B910% ° AT 1218 B B R 77
FREERAEEE R EtBERESEE
REZERESEBRTRAEBEITITES
HEZ RO BE - REARDEIRRSBLHIE -
ETABBANGEREEITRAZI% - BER
FEERRKBUIERTESZERERB
ARR A IR 20.1% 3k EAE (B 8 185,000,000
TLE  BREARBIREE LA E -
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For the year ended 31 December 2016 # £20164 128318 It F &

32. SHARE OPTION SCHEME

32. BB (2

(Continued)

Options granted must be taken up within 21 days of
the date of the offer grant. A nominal consideration
of HK$1.00 is payable on acceptance of the grant
of an option.

Options may be exercised at any time from the date
of acceptance of the share option to such date as
determined by the directors of the Company but in
any event not exceeding 10 years. The exercise price
is determined by the directors of the Company, but
shall not be less than the highest of (i) the closing
price of the shares as stated in the Stock Exchange’s
daily quotation sheets on the date of the offer of
grant, which must be a business day; (i) the average
closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five trading
days immediately preceding the date of the offer of
grant; and (i) the nominal value of a share.

The table below discloses movement of the
Company’s share options held by the Company’s
employees:

BREANZLORHAHEIRANERR
BN H BN ER1.008 T 2 BENRE -

BREATRNEREZMANEEARAES
EEM AR B8 (&R A A E10F) A
BERSTT(E - TEBRARRESREE T
SERNBOREEEZHBEH(AREER)
2B X2 P & B ¥R (B AR BT Sl A9 W T £ (i) B 4D
REEFHENRPATAEARS A ERZM
FRMERAHBOFHUTE R (i) E
BEHERRE -

TREBARTEESHHHARDT MR
21

Number of

share options

R ESE

000

+ 15

Outstanding as at 1 January 2015 R2015F1 B1H R ETTE -
Granted during the year FAFKEH 160,000
Exercised during the year FRNITE (160,000)

Outstanding as at 31 December 2015 and
31 December 2016

M2015%12 A31H K 201612 A31R
REEITRE —
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32. SHARE OPTION SCHEME

(Continued)

There was no cancellation or lapse of options during
both years.

The closing price of the Company’s shares
immediately before 30 March 2015, the date of
grant, was HK$0.66.

The weighted average closing price of the
Company’s shares before the dates on which the
options were exercised was HK$0.82.

In the year ended 31 December 2015, 160,000,000
share options were granted. The fair value of the
options determined at the date of grant using the
Binomial Tree model was RMB12,565,000 and was
recognised as staff costs. In the current year, no
share options were granted.

The following assumptions were used to calculate
the fair value of share options:

30 March 2015

Grant date share price HK$0.66
Exercise price HK$0.67
Expected life 1 year
Expected volatility 43.46%
Dividend yield 3.70%
Risk-free interest rate 0.43%

The Binomial Tree model has been used to estimate
the fair value of the options. The variables and
assumptions used in computing the fair value of
the share options are based on the director’s best
estimate.

For the year ended 31 December 2016 #; 22016412 831H I FE

32. BB (2

MEFEAR I EBAIREEHERR -

K$¥2015F3A30H (B HED AT » A2 F A
19 # Uk T {8 50.6675 T °

ETEERENB AT - AA R &K A0 E
5 Uk B R0.82/8 It ©

RELE2015F12 A31H IEFE & 11160,000,000
DEERE - BIREQATERRHB SR - X%
BREF A ARK12,565,0007T ' THEAEETL
A AEERN - ERHERE -

AEEREATEREANRRET:

201543 430H
R AR E 0.667%5 T
B 0.674 7T
T8 HA 4 HA 14F
TE 2 18 43.46%
Rl 3.70%
2 a1 B A1) = 0.43%

“XEPEEE AR A BRENAFE -
HEREATFERMANZERBRIER
E=MREME -
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For the year ended 31 December 2016 # £20164 128318 It F &

32.

33.

SHARE OPTION SCHEME
(Continued)

No consideration is payable on the grant date of the
option. There is no vesting period. Options may be
exercised at any time from the date of grant of the
share option to the second anniversary of the date
of grant.

RETIREMENT BENEFIT SCHEMES

The employees of the Company’s subsidiaries
established in the PRC are members of state-
managed retirement benefit schemes operated by
the PRC government. The subsidiaries are required
to contribute a specific percentage of the total
monthly basic salaries to the retirement benefit
schemes. The only obligation of the Group with
respect to the retirement benefits schemes is to
make the required contributions under the schemes.

The Group also operates a Mandatory Provident
Fund Scheme for all qualifying employees in Hong
Kong. The assets of the scheme are held separately
from those of the Group, in funds under the control
of trustee. The Group contributes 5% of relevant
payroll costs (capped at HK$1,500 per month with
effect from 1 June 2014) of each individual employee
to the scheme, which contribution is matched by
employees.

The retirement benefit contributions of the directors
of the Company and staffs for the year end are
stated in notes 9 and 12 respectively.

China Saite Group Company Limited FEEZFEEERE QA

32. BB (2

RBRER L AMBASNRE - BREYL
BEREY - BRETARHEHEEERY
FRMFENHBMABERITE -

iR K18 R 5t &

AR B AR B A SZ B BB A R B R B A E
BT EE B R E R RKABFIRT B E o
MEBARAZSARAHGSRBENEERD
Ho AR AR A E B R o ARG B R IR IR AR A
TEIAME R ERREZEFHRTEN

K -

33.

REBNMAEBAEKESEEHNT —1BH
FIEAESFE - B2 EEEAEBEE
PHEE  YHERLAZHZ2ESEE - K
SEeHSMEREERBEIEK AN (B
AHE R ER A1,500/%8 7T © B2014F6 A1H 4
BOE BT &R - M iE B I8 B K 5T 81 8 A

BE R -

AR EBEREBETIRFEMNRKEFERD
B EL A B sEO R 12 o



For the year ended 31 December 2016 #; 22016412 831H I FE

34. OPERATING LEASE

COMMITMENTS

The Group as lessee

At 31 December 2016, the Group had commitment
for future minimum lease payment under non-
cancellable operating leases in respect of rented
premises and plant and machinery which fall due as
follows:

34, KREHEAIE

FREEBREA

R2016F12 4310 » AEBIR & R T 7 H R
AN EBHEEYE - WE &R AT A H
B EERN AR RRERERBRED

Premises LY

Within one year —F R

In the second to third year inclusive & —ZE % =4
(BiEEREMSE)

T
2016 2015
20164F 20154
RMB’000 RMB’000
ARETTT ARBT T
5,064 4,962
864 5,826
5,928 10,788

The leases of the Group are negotiated for terms
ranging from one to three years at fixed rental.

AEBEEREAETHEERE  AHUNF—=
=% o
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For the year ended 31 December 2016 # £20164 128318 It F &

34. OPERATING LEASE
COMMITMENTS (Continued)

The Group as lessor

Machinery rental income earned during the year
was approximately RMB2,144,000 (2015: nil) The
machinery held have committed tenants for the next
one year.

At the end of the reporting period, the Group has
contracted with a tenant for the following future
minimum lease payments:

34.

REBERESZ)

AREEBEAA

EABEBMEEEASRANBEARE
2,144,0007T (20154F : &) - Frid B 2 #2510
RR—FCDERLEM -

R|EMR  AEBCEBPH T ARK K
KHEEFETA

2016 2015
20164 2015%F
RMB’000 RMB’000
ARETR ARBFT
Machinery 2%
Within one year —F R 1,890 —
35. CAPITAL COMMITMENTS 35. EAREKIE
2016 2015
2016 20154
RMB’000 RMB’000
ARETR ARE T T
Capital expenditure authorised but ERAEER KT
contracted in respect of BEARX
— Capital injection to an investee — MEREFEE - 226,000
— Acquisition of available-for-sale — BRI ESREE

financial asset

6,271 —
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36. ACQUISITION OF A SUBSIDIARY

Acquisition of assets and liabilities through
acquisition of a subsidiary

During the year ended 31 December 2015, the
Group acquired the entire equity interest of Jiangsu
Qifeng New Building Materials Company Limited
(Jiangsu Qifeng”) at a cash consideration of
RMB110,000,000. The principle activity of Jiangsu
Qifeng is holding a piece of land with certain
property, plant and equipment. This acquisition
is determined by the directors of the Company
to be acquisition of assets and liabilities through
acquisition of subsidiary rather than as business
combination because the assets acquired and
liabilities assumed did not constitute a business
as defined under HKFRS 3 (revised) “Business
Combination”.

Details of the net acquired in respect of the above

For the year ended 31 December 2016 #; 22016412 831H I FE

36. WEBKTE T
BEKBHBATKBAERAR

RE E20156F12A31HILFE  REENUE
£ B A R#110,000,000 7T 4 B )T &R 1 18 37
AEMARAE(CTEREE ) B2 PAE -
IHBEENEZER T AFE—REST
ME BERZREH LI - ZWEHAAT
BEERTERBUWENBRARNKEEER
afE MIEEBEH ERAMKENEE
METAENABBEYTEKE BT EREEL
FEIR(BIEFD FE A HITEENET -

B bl 32 5 P MR s B B R E RE IS At an

transaction are summarised below: 5 8
RMB’000
ARETRT
Net assets acquired R & EiFE
Property, plant and equipment ME - BERRE 86,595
Prepaid lease payments AR &K 26,537
Trade receivables JEWE 5 IR 884
Other receivables, deposits and prepayments — H At fEU X I18 - 24 R FE X IE 398
Bank balances and cash RITHEHBRRS 1,007
Trade payables FES & 5 58 @,772)
Other payables and accruals HivERIEREFE A (649)
110,000
Total consideration satisfied by: LTEHEREFENKE:
Deposit paid in prior year REFEEMNEZES 110,000
Cash inflow arising on acquisition WEBELENRESRAN
Bank balances and cash acquired FrENRITERKIES 1,007
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For the year ended 31 December 2016 # £20164 128318 It F &

37.

38.

PLEDGE OF ASSETS

As at 31 December 2016, certain machineries of
Saite Steel (Jiangsu) with a carrying amount of
RMB10,252,000 (2015: nil) are pledged against a
banking facility of RMB18,630,000 granted to T %k
Bl 55 IR R R B A BR A A)(“Ounuo”), an independent
third party. As at 31 December 2016, such facility is
utilised by Ounuo at the amount of RMB3,500,000
(2015: nil).

RELATED PARTY
TRANSACTIONS

Compensation of key management personnel

The remuneration of executive directors and other
members of key management for both years were
as follows:

37. EEKH

HR20165F12A31H » ERFMABOIER) & T
BREE A A R#10,252,0007T (20154 : ) 2
HHEEAR T B R =I5B HERER
HERAR ([BFE]) 2 AR#18,630,0007T,2
RITHE 2 FHH - R2016F12 H31H » #Z &t
& B E5 E) A A R #53,500,0007T (20154 :

7 B A

Short-term benefit

Contributions to retirement benefit
scheme

R KR FE

=) o

3. HEALRS

TEEEASHHMN
RZMEFE ATESRETEEEASH

A @=R:0E=a ) NS
2016 2015
20164E 20154
RMB’000 RMB’000
ARETR ARBT T
3,804 7,765

=

59 72
3,863 7,837
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39. STATEMENT OF FINANCIAL

POSITION AND RESERVES OF
THE COMPANY

(a)

Financial information of the financial

position of the Company

(@)

Non-current asset
Investments in subsidiaries

Current assets

Other receivables and
prepayments

Amounts due from subsidiaries
Bank balances

Current liabilities
Other payables and accruals
Short-term borrowings

Net current assets

Total assets less current
liabilities

Capital and reserves
Share capital (see note 29)

Share premium and reserves

Total equity

kRBEE
RIBEARNIKE

nRBEE

H e 4 R IE R
B RIA

& e B B 1 B RRIR
HR1T A R

nBEE
Hits BB R ETER
RHER

NBEEFE

HEEZRRY
BfE

BEXRfER
AR (B BfY 5E29)

B

For the year ended 31 December 2016 #; 22016412 831H I FE

39. AN 7 B B RO B fE AR R

EATMBRAMYMEEH
2016 2015
20164 20154
RMB’000 RMB’000
ARETR ARET T
730,004 730,004
- 4,057
380,612 369,438
41,196 371
421,808 373,866
8,098 4,732
80,631 75,402
88,729 80,134
333,079 293,732
1,063,083 1,023,736
179,527 161,268
883,556 862,468
1,063,083 1,023,736
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For the year ended 31 December 2016 # £20164 128318 It F &

39. STATEMENT OF FINANCIAL
POSITION AND RESERVES OF
THE COMPANY (Continued)

(b)

39. AATMBMRR KB R 2

Movement of capital and reserves of the b) FATEXRMEEZE
Company
Share
Share Share Capital option  Accumulated
capital premium reserve reserve losses Total
BAE  BRORE EXHEE BRERE Ritksi8 &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTRT AR¥ETT ARETR ARETT ARETR
At 1 January 2015 #®2015F1 18 126,653 87,569 464,556 - (17,937) 660,841
Loss and total comprehensive expense 4 X518 2 & [ B 37 1248
for the year - - - - (13,748) (13,748)
Final dividend paid for the year ended & X f # 220144128310
31 December 2014 (note 13) FEEZREBRE
(Rt #13) - (33,939) - - = (33,939)
Recognition of equity-settled share-  #eRRLABRIEAE H ARG &
based payment (note 32) 69 32 (B RE32) = = = 12,565 = 12,565
Issued of new shares (note 29) B 175 IR (Ff 5£29) 21,970 291,327 - - - 313,297
Exercise of share options (note 32) 77 {8 B8 AR (P 3£32) 12,645 84,640 — (12,565) — 84,720
At 31 December 2015 201512 4318 161,268 429,597 464,556 - (31,685) 1,023,736
Loss and total comprehensive expense FREE R 2HE Y HE
for the year = = = = (22,989) (22,989)
Final dividend paid for the year ended B X8 £2015412731H
31 December 2015 (note 13) IHFEZREBRE
(Pt 7£13) = (32,608) = = - (32,608)
Issued of new shares (note 29) BATE MR (BT 5529) 18,259 76,685 - - - 94,944
At 31 December 2016 201612 A31H 179,527 473,674 464,556 - (54,674) 1,063,083

Under the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of
the Cayman Islands (the “Companies Law”),
dividends may be paid only out of profits.
In addition, the Companies Law permits,
subject to a solvency test and the provisions,
if any, of the Company’s memorandum
and articles of association, the payment
of dividends and distributions out of share
premium account. The Company’s reserves
available for distribution as at 31 December
2016 consisted of share premium and capital
reserve of RMB938,230,000 in aggregate
(2015: RMB894,153,000).

China Saite Group Company Limited FEEZFEEERE QA

BRI S8 EE G F22F A a0k (1961
FEEIF AN - EREAERERTRAF
R BEETARARM - 1 0 A
AR AW EEE IR EAR
AR AR 4% =12 K 40 N 48 BI &Y i Sz (an
F) - [l 8 KR B R IK R 8 R EH
DK o AR A 20164912 A 318 Ky 7]
DPRFECEBROEERELHFEEA
# A R#938,230,0007T (20154 : AR
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40. PARTICULARS OF PRINCIPAL

SUBSIDIARIES OF THE

COMPANY

Name of subsidiary

Place of
incorporation/
establishment

Equity interest
attributable to
the Company

For the year ended 31 December 2016 #; 22016412 831H I FE

40. AR FMBARNFE

Issued and fully
paid share capital/
registered capital

Principal activity

= M AL ST BRI b B AATFEE EBTRARKRE
Gl AN R RBH & 7 B% 23 = & & ETEER
2016 2015
PLME S 2015F
Modern Day Holdings Limited Hong Kong 100% 100% Ordinary shares Investment holding
HK$1,000,000
EHERBR QA B 100% 100% i@ 1,000,000 7T "EZER
China Saite (Overseas) Company British Virgin Islands 100% 100% Ordinary share US$1 Investment holding
Limited
REES (8N BRAF] EBEEXEHS 100%  100% & i@AR1ZETT REZER
China Saite (H.K.) Company Limited Hong Kong 100% 100% Ordinary share HK$1 Investment holding
TEER(EB)BRAR B 100%  100% i@ R8T REZER
Yixing City Zhicheng Consultation the PRC 100% 100% Registered capital Investment holding
Company Limited (note a) RMB16,667,000
Paid-up capital
RMB16,667,000
HEMERHAEFRQA (I 5Ea) & 100%  100% =fE&ERARE REER
16,667,0007T
BHERARY
16,667,000t
Jiangsu Saite Steel Structure Co., Ltd. the PRC 100% 100% Registered capital Construction of steel
(note b) RMB399,600,000 structure and
Paid-up capital prefabricated
RMB341,367,000 construction
projects
T AR B R 8 A B A R A (BT REb) FE 100%  100% =EfiEARARE MEER BB EE
399,600,0007T HEMEERT
ERERARKE
341,367,0007T
Jiangsu Qifeng New Building the PRC 100% 100% Registered capital Prefabricated
Materials Company Limited RMB197,000,000 construction
(note ¢) Paid-up capital projects
RMB137,000,000
TR EEF R EM AR AR (FisEc) FE 100%  100% =EfEEARARE B HESLER
197,000,0007T
BHERARY
137,000,0007T
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40. PARTICULARS OF PRINCIPAL 40. A AT EB AT NEE#)

146

41.

SUBSIDIARIES OF THE
COMPANY (Continued)

Notes:

(@) The entity is a wholly foreign-owned enterprise
established in the PRC. The English name is for
translation purpose.

(b) The entity is a sino-foreign equity joint venture
established in the PRC. The English name is for
translation purpose.

(c) The entity is a wholly sino-owned enterprise
established in the PRC. The English name is for
translation purpose.

EVENT AFTER THE REPORTING
PERIOD

On 16 December 2016, China Saite Capital Limited,
a wholly owned subsidiary of the Company, entered
into a share purchase agreement with Mr. He Zibin,
an independent third party to the Group, to purchase
11.17% equity interest in Fire Scorpion Limited, a
corporation incorporated in Hong Kong. On 20
January 2017, the Company completed the share
purchase at a total consideration of HK$56,544,000,
which was satisfied by the Group by (i) allotment
and issuance of a total of 88,947,935 shares of the
Company to the seller based on the issue share price
of HK$0.557 (with reference to the closing market
price of HK$0.57 per share of the Company), and
(i) HK$7,000,000 settled by cash. The investment
will be recognised as an available-for-sale financial
asset.

China Saite Group Company Limited FEEZFEEERE QA

=
2y

@ HREBARPBEKIMNIEBEERE R
NEBEEHERE

0 BEBBNGERIMHTNEELELE -
A XA TBE(FBERR -

© HEBARTEKRINTEBEME R
NEBEFEHERE

4. REWEEH

H2016F12A16H * AR A2 & I B A A+
BEREFEERBRAAEMTELEERER
BYE=R)I L BERE WEEAEE
RAR(REBZMAZAAE])1117%H i
#E o PA201781 8208 @ KA 7l )A56,544,000
BILZBREZTKBRNOEE LA AEE
(VB[R E 7 Bd 3 K& 317 & ££88,947,935/%
ARRRG (EREFRARRIKH0.557F T
(E2ERTMESROSTHET) WBEITE)
K2 (i) BA3R 47,000,000 7T X 17 © 5Z24% & 45 3
BRANELESREE -



SUMMARY FINANCIAL

INFORMATION

A summary of the published results and of the assets
and liabilities of the Group for the last five financial years
prepared on the basis set out in the note below is as

MBERBE

7N 58 B4R LA T Y o P 8 2 28 R S0 A 4T T B B
FRZEAMRBAREERAEHRENT

follows:
Results iz
Year Ended 31 December
BZE12A31BLEFE
2016 2015 2014 2013 2012
20164 20154 20144 20134 20124
GV RMB'O0O0O RMB'00O0  RMB000  RMB’000
LBl \RETT ARETT ARETT ARETRT
Revenue = 1,650,760 1,834,664 1,660,285 1,427,185 1,048,078
Cost of sales $H &SRR (1,222,468)  (1,321,827)  (1,165,394) (946,025) (711,877)
Gross profit EA 428,292 512,837 494,891 481,160 336,201
Other income H e A 9,737 6,373 8,306 5,934 7,993
Selling and distribution expense 4 & & #5F (2,107) (9,585) (3,979) (2,246) (1,106)
Administrative expense T X (38,193) (59,918) (40,582) (21,085) (15,271)
Other expense Hoth 7 2 - - - (20,255) (11,078)
Finance costs B 75 A AR (6,554) (1,343) - = (8,500)
Share of profit a joint venture S {5E& AR & 502 = = = -
Profit before tax BR % Al A A 391,677 448,364 458,636 443,508 308,233
Income tax expense FT 8 B X (103,408) (122,461) (148,938) (149,486) (104,406)
Total comprehensive income for F R 2 E KA £
the year 288,269 325,903 309,698 294,022 203,827
Earnings per share FRAER
Basic (RMB cents) ERARESD) 14.13 17.53 19.36 23.21 16.99
Diluted (RMB cents) BHAR®S) NATER 1751 NATER NATER NATER
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Assets and Liabilities BERER
Year Ended 31 December
HZE12A31BILEE

2016 2015 2014 2013 2012
20164 20154 20144 20134 20124
RMB’000 RMB'000  RMB’000 RMB'000  RMB’000
IN-T-E Al ARETT ARBTT ARETT ARETR
Non-current assets EREBEE 378,447 395,817 232,527 79,140 80,772
Current assets mEEE 2,313,889 1,928,454 1428050 1,189,600 564,978
Current liabilities mEAE (264,571) (247,111) (285,963) (142,782) (138,441)
Non-current liabilities EmBEE (92,116) (92,116) (92,116) (64,408) (42,673)
Total Equity s 4258 2,335,649 1985044 1,282,498 1,061,550 464,636

For the purpose of this report, “*" denotes an official English
translation.
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