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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

OVERVIEW

For the year ended 31 December 2016 ("Year”), the
Group's revenue from the continuing operations amounted
to approximately HK$654.84 million (2015: HK$785.70
million), representing a decrease of 16.66% over last year.
Gross profit for the continuing operations of the Group
was approximately HK$66.87 million (2015: HK$10.62
million). The profit (net of tax) from continuing operations
was approximately HK$8.58 million (2015: loss (net of tax)
from continuing operations was HK$41.86 million). Profit
attributable to owners of the parent was approximately
HK$7.22 million (2015: HK$19.41 million). The profit for
the Year was mainly because the rental business segment
and money lending business segment become mature and
the profit in 2015 was mainly due to the gain arose from
the disposal of BAPP (Northwest) Limited. Earnings per share
from continuing operations and discontinued operations for
the Year was HKO0.15 cents (2015: HK0.51 cents).

The Group will continue to control the costs and focus on
existing resources to further strengthen and grow the Group's
businesses both organically and through acquisitions when
appropriate opportunities arise. The Group also plans to
diversify the business mix and will seek for good investment
opportunity with major focus in the People’s Republic of
China (the “PRC") and Hong Kong. Diversifications would
be carefully selected among all the choices we explored and
would be operated with experienced business partners.

SEGMENT INFORMATION

Wine and Liquor Business

The Group's wine and liquor business is principally engaged
in the sale and distribution of wine and liquor in the PRC.
Currently, the Group operates a retail and distribution
network for selling wine and liquor in Guangzhou, Harbin
and Hunan Province of the PRC. The Group has 8 wine and
liquor specialty stores and 19 franchise stores in Guangzhou.

The Group is the exclusive distributor of Diancang Jiugui and
Meiming Wenshi in the PRC until May 2020.

China Beidahuang Industry Group Holdings Limited
Annual Report 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

Since 2012, the revenue of this business segment has
been hit by the PRC government’s calls for cracking down
on extravagance in government departments and state-
owned institutions and enterprises as well as the plasticiser
contamination scandal. The operating environment of the
liquor industry in the PRC remained difficult during the
Year. The Group will closely monitor the market situations
and trends and adopt corresponding measures of risk
management to alleviate the negative impacts. Meanwhile,
the Group will continue to improve the product mix and
focus on higher margin products to grow its business. Apart
from strengthening the established markets, the Group will
strive to expand its retail and distribution network to other
parts of the PRC.

Due to the government policy, revenue of the wine and liquor
business declined by 8.63% to approximately HK$42.66
million (2015: HK$46.69 million) during the Year, accounting
for 6.51% (2015: 5.94%) of the total revenue. Gross profit
of this business segment was approximately HK$5.66 million
(2015: HK$6.71 million), representing a decrease of 15.65%
from last year.

Sales of Green Food Products Business

The sales of green food products business recorded a revenue
of approximately HK$296.29 million (2015: HK$727.29
million), accounting for 45.25% of the total revenue.
Gross profit of this business segment for the Year was
approximately HK$3.22 million (2015: HK$4.15 million).

Rental of Logistic Facilities and Office Facilities Business
The logistic facilities and office facilities renting business
recorded a revenue of approximately HK$59.13 million (2015:
HK$9.53 million), accounting for 9.03% of the total revenue.
Gross profit of this business segment for the Year was
approximately HK$27.46 million (2015: Gross loss HK$2.43
million).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

Money Lending Business

A wholly-owned subsidiary of the Company incorporated
in the PRC is engaged in the money lending business in the
PRC. The money lending business recorded a revenue of
HK$24.80 million (2015: HK$2.19 million), accounting for
3.79% of the total revenue. Gross profit of this business
segment for the Year was approximately HK$24.80 million
(2015: HK$2.19 million).

Construction Business

On 1 March 2016, Shenzhen Penda Rongtong Trading
Limited* CRYIT IS ZRUBEHE AR 27, "SZPD"), an
indirect wholly-owned subsidiary of the Company, entered
into the First Share Transfer Agreement with the owner of
Shenzhen Tronsin llluminating Technique Limited* (%317 &l
FRRBARHE AR A F], “SZTI") which is principally engaged in
the sales of lighting equipment and urban and road lighting
engineering contracting. The owner of SZTI has conditionally
agreed to sell 51% equity interest in SZTI to the Group at a
consideration of RMB35 million.

On 1 March 2016, SZPD entered into the Second Share
Transfer Agreement with the owner of Fujian Fang Run
Construction Group Company Limited* ({f&# %4 7 EE &R E
E AR A A, “FIFR") which is principally engaged in general
construction contracting for housing and building projects
and general construction contracting for municipal public
projects. The owner of FJFR has conditionally agreed to sell
51% equity interest in FJFR to the Group at a consideration of
RMB50 million.

The First Share Transfer Agreement and the Second Share
Transfer Agreement are not interconditional upon one
another. On 24 March 2016, the completion of the First
Share Transfer Agreement and the Second Share Transfer
Agreement took place and SZTI and FJFR have become
the subsidiaries of the Group, and henceforth the Group
becomes eligible to participate in the construction projects.
Details of the above transactions were disclosed in the
announcements of the Company dated 23 October 2015, 17
December 2015 and 1 March 2016. Through participating
in the construction projects, the Group derived a revenue of
approximately HK$231.97 million (2015: Nil) and accounted
for 35.42% (2015: Nil) of the total revenue from the
execution of the contractual works contemplated under
the construction projects and the provision of ongoing
maintenance services in relation to the construction projects
during the Year.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

ACQUISITIONS AND DISPOSAL OF SUBSIDIARIES
Acquisitions

(i)

(ii)

(iii)

On 1 March 2016, SZPD, an indirect wholly-owned
subsidiary of the Company, entered into the First
Share Transfer Agreement and the Second Share
Transfer Agreement with the owner of SZTI and FJFR
respectively. The Group has conditionally agreed to
acquire from both of the vendors 51% equity interest
in SZTI and FJFR at a consideration of RMB35 million
and RMB50 million respectively.

Completion of the two agreements took place on
24 March 2016. Accordingly, SZTI and FJFR have
become indirect non-wholly owned subsidiaries of
the Company and their results will be consolidated
into the financial statements of the Company. Details
of the above transactions were disclosed in the
announcements of the Company dated 23 October
2015, 17 December 2015 and 1 March 2016.

On 15 August 2016, Shenzhen Beisiluo Trading Co.,
Ltd* ORIITTEETZERME AR 2 A)), an indirect
wholly-owned subsidiary of the Company, entered
into a share transfer agreement with the owner of
Zhongshan Minzhong Waterytown Travel Co., Ltd*
(FRILTRBKBEFEER AR, “ZSMZ") to acquire
70% equity interest in ZSMZ at a consideration of
RMB46 million. ZSMZ held trademarks of Lingnan
Watertown and is principally engaged in tourism
business.

On 1 October 2016, Shenzhen Bichang Trading Co.,
Ltd* ORIIBHE S ER A7), an indirect wholly-
owned subsidiary of the Company, entered into a
share transfer agreement with the owner of Shenzhen
Zhenhe Investment and Development Co., Ltd* (&
JImBEMKEERBR AR, “SZZH") to acquire
100% equity interest in SZZH at a consideration of
RMB48 million. SZZH held 55% equity interest in each
of the three subsidiaries in Beijing which are Beijing
Chuangzhan Gudesheng Investment Management
Co., Ltd* (I REEAEBREEEARA
7)), Beijing Chuangzhan Guwangxin Investment
Management Co., Ltd* (St REIRAEFH IR EERH
fR 2 &]) and Beijing Mumian Shangyuan Investment
Management Co., Ltd* (LR AR LTI EERBR
/A@]) . The principal activities of SZZH group is renting
of office premises and facilities.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

(iv)  Subsequent to the end of the reporting year, on 13
January 2017, the Company entered into an equity
transfer agreement (“Equity Transfer Agreement”)
with Ms. Chen Xiaoding to acquire the 100% equity
interest in Shenzhen Ming Jian Gold Industry Limited*
CRYIBAES EBR A a], “Shenzhen Ming Jian”) at
a consideration of RMB220 million payable by two
instalments, in which RMB190 million to be settled
by cash within one month upon signing of the
Equity Transfer Agreement and RMB30 million to be
settled by way of the Company allotting and issuing
76,686,332 consideration shares at the issue price
of HK$0.44 per consideration share to her or her
designated nominee(s).

The conditions precedent to the Equity Transfer
Agreement were fulfilled and the completion of
the agreement took place on 10 February 2017.
Accordingly, Shenzhen Ming Jian has become a
wholly-owned subsidiary of the Group and its results
will be consolidated into the financial statements of
the Company. Details of the above transaction were
disclosed in the announcements of the Company
dated 13 January 2017, 16 January 2017 and 10
February 2017.

Disposal

Due to the delay of construction projects, the management
re-assessed the risk and return concerned, and taking into
consideration of other better investment opportunities, the
Group disposed the 51% equity interest in SZTI, which was
acquired in March 2016, to an independent third party for a
cash consideration of RMB35 million in August 2016.

*  For identification purposes only

China Beidahuang Industry Group Holdings Limited
Annual Report 2016

HE

RBEFER  ARGR T —+F—
A+ =B8N ERZ T REEE R
& (SRR ) W RYIBRE:
EBRAR (DFIIBR]) 22
KRB AE ARE220,000,0007T * E5 R EA
K 2 AR ¥8190,000,0007T #7425
EREERBEE —EARUBREN
N A R #30,000,0007T # B A2 &) LA #Z
BITESFRARERBMETTHEIEE
R B ABLEE K 351776,686,332 8 R E I
Mz

IR R ol 2 SR G B A S 5%
BHRER _FT—tF _A+HZTK A
b RNARER B A EE 22BN B
REMEREBGEEFTARRB] 2T
WK LMRFZHBRERARRA
HRA-Z—+F-—HA+=H —FT—+
F-A+RBRZZE—tF=-A+HZ
NG

HREREBTE BEEEHNNIEABER
KB RERHMBERERBIL  RNEER

— =

—R~FNANRE2HEAR35,000,000

TTRA—RBUFE=NTHER T R"F=ZANK
BB 2R8I S5 BRER 2 51 % I f -

*

EHRZT




MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS PROSPECTS
The Group will continue to explore new markets and step
up promotion and marketing efforts to expand its existing

businesses. The Group will also look for other potential
businesses and related profitable businesses for acquisition.

Joint Ventures

(i)

(ii)

(iii)

On 22 December 2015, subject to the fulfilment of
the conditions precedent, an indirect wholly-owned
subsidiary of the Company entered into a joint
venture agreement with an independent third party
to establish a joint venture company on a 49:51 basis
for the development and the operation of a logistic
industrial park in Shenzhen, the PRC. Details of the
said joint venture agreement were disclosed in the
announcement of the Company dated 22 December
2015.

On 30 December 2015, the Company and Zhongfa
Junrong Technology Joint Stock Company* ( /2% & g
B A& 1D A 7)) entered into a strategic cooperation
framework agreement, pursuant to which the
parties shall cooperate and explore the possibility of
developing production industrial parks and logistic
industrial parks in the PRC by way of joint venture
arrangements. As at the date of this annual report, no
joint venture agreement has been signed.

On 26 January 2016, the Company entered into a
strategic co-operation framework agreement with
the People’s Government of Jishou and Hunan
Xincheng Real Estate Development Group Co., Ltd.*
(PEBKEEXEREEEREMTLAD.
to the said agreement, the parties shall co-operate
and explore the possibility of expediting certain
municipal projects (including city infrastructure

Pursuant

facility constructions, road and railway constructions,
and lighting) and developing production industrial
parks in Jishou, Hunan Province, the PRC by way of
joint venture arrangements. It is expected that the
Group's investment return from participating in the
PPP projects in Jishou would be relatively secured and
promising. As at the date of this annual report, no
formal agreement has been signed.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

Business Co-operation

As announced on 28 January 2014, the Group has started
to explore co-operation opportunity with CECT-Chinacomm
Communications Co., Limited* (FEEBBEZAR A A,
“CECT-Chinacomm™), a company incorporated in the PRC
with limited liability. CECT-Chinacomm and its ultimate
beneficial owners are independent of and not connected with
the Company and its connected persons. CECT-Chinacomm
has the development right in respect of a parcel of land in the
Beijing Economic and Technological Development Area and
will construct a project known as Beijing Wireless Broadband
Industrial Park (the “Project”) on the parcel of land. An
indirect subsidiary of CECT-Chinacomm is appointed as the
operating company of the Project, and has legally obtained
the Land Use Right Certificate, the Planning Permit and the
Construction Land Use Permit. The co-operation is still in the
discussion stage and no formal agreement has been entered
into by the parties at the date of this annual report. The
Board expects that the Company will be able to join CECT-
Chinacomm and its subsidiary to develop the Project for
commercial benefits.

FINANCIAL REVIEW

Continuing Operations

The continuing operations of the Group achieved a revenue
of approximately HK$654.84 million (2015: HK$785.70
million), representing a decrease of 16.66% over last year.
Gross profit from the continuing operations of the Group was
approximately HK$66.87 million (2015: HK$10.62 million).
The profit (net of tax) from continuing operations was
HK$8.58 million.

The profit for the Year was mainly because the rental
segment and money lending segment became mature and
the profit in 2015 was mainly due to the gain arose from
the disposal of BAPP (Northwest) Limited. Earnings per share
from continuing operations and discontinued operations for
the Year was HKO.15 cents (2015: HKO0.51 cents).

Selling and Distribution Expenses

Selling and distribution expenses were approximately
HK$7.34 million (2015: HK$14.24 million), representing a
decrease of 48.45% from last year and 1.12% (2015: 1.8%)
of the Group's revenue. Decrease in the expenses was mainly
due to the closure of several wine and liquor specialty stores
during the Year.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative Expenses

Administrative expenses were approximately HK$100.51
million (2015: HK$108.06 million), representing a decrease
of 6.99% over last year. It included the equity-settled share
option expenses for grant of share options in 2016 and
2015, which amounted to HK$27.85 million (2015: HK$80.3
million).

Finance Costs

Finance costs were approximately HK$6.93 million (2015:
HK$10.12 million), representing a decrease of 31.46% over
last year.

Prepayments, Deposits and Other Receivables

Included in prepayments, deposits and other receivables,
there were HK$60.33 million trade deposits paid to
suppliers for the purchase of green food products and
wine. Approximately HK$17.54 million were the progress
payments for the investment targets. HK$6.97 million was
paid as rental deposit in respect of the logistic warehouse
business and HK$6.96 million was paid as deposit for the
new warehouse construction. Retention money of contract
work was approximately HK$10.41 million. Consideration
receivable for the disposal of SZTI was HK$39.08 million.

Discontinued Operations
There are no discontinued operations during the year of
2016.

The gain on disposal of BAPP (Northwest) Limited amounting
to approximately HK$56.75 million was recorded in 2015.

Liquidity, Financial Resources and Capital Structure
During the Year, the Company issued a total of
2,347,644,876 new shares due to the issue of bonus shares
and exercise of subscription rights attaching to the share
options by employee and consultants of the Group. In
addition, the Company repurchased a total of 15,520,000
shares of the Company of which 12,688,000 shares were
cancelled during the Year. As a result, the issued share capital
of the Company increased by 2,334,956,876 shares to
4,671,601,752 shares as at 31 December 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

As at 31 December 2016, the Group had net assets to
owners of the parent of approximately HK$925.43 million
(2015: HK$1,006.85 million). The slightly decrease of the net
assets was due to the depreciation of Renminbi. Net current
assets of the Group as at 31 December 2016 amounted to
approximately HK$173.39 million (2015: HK$506.49 million).
The current ratio (calculated as current assets to current
liabilities) for the Year was 1.49 (2015: 3.78).

The Group’s unpledged cash and cash equivalents as at
31 December 2016 amounted to approximately HK$62.54
million (2015: HK$363.30 million), which were denominated
in Hong Kong dollars and Renminbi.

As at 31 December 2016, the Group’s total borrowings
amounted to approximately HK$83.84 million (2015:
HK$118.42 million). The Group’s borrowings included bank
loans of approximately HK$83.84 million (2015: HK$105.64
million). Amounts due to related parties was nil (2015:
HK$12.78 million). All of the Group’s borrowings were
denominated in Renminbi with the rest in Hong Kong dollars.
The bank loans, other borrowings and amounts due to
related parties are charged at fixed interest rates. The gearing
ratio of the Group as at 31 December 2016, calculated as
net debt divided by equity attributable to owners of the
parent plus net debt, was 23.89% (2015: 0%). These ratios
were at reasonably adequate levels as at 31 December 2016.
Having considered the Group's current unpledged cash and
cash equivalents, bank and other borrowings, and banking
facilities, the management believes that the Group’s financial
resources are sufficient for its day-to-day operations. The
Group did not use financial instruments for financial hedging
purposes during the Year. The Group's business transactions,
assets and liabilities are principally denominated in Renminbi
and Hong Kong dollars. Fluctuations in Renminbi may impact
the Group's results and net assets value as the Group's
consolidated financial statements are presented in Hong
Kong dollars. The Group's treasury policy is to manage its
foreign currency exposure only when its potential financial
impact is material to the Group. The Group will continue to
monitor its foreign exchange position and, if necessary, utilize
hedging tools, if available, to manage its foreign currency
exposure.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charge on Assets and Contingent Liabilities
As at 31 December 2016, HK$6.70 million was pledged to
banks to secure the Group's bills payable (2015: Nil).

ANALYSIS OF MAJOR CUSTOMERS AND SUPPLIERS
During the Year, the sales to the top 5 customers amounted
to HK$223,973,000, representing an increase of 21.98%
from HK$183,614,000 for the year ended 31 December
2015.
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% to % to

Category of products HK$'000 total sales HK$'000 total sales

REHER HBHES

ERER THER MBI THIL MBS

Sales to the largest customer Construction work 106,613 16.28 54,368 6.92

HEAEPHNHESR BRIE

Sales to the top 5 customers Staple food, construction work 223,973 34.20 183,614 23.37

HhARPHHES FRM BHRIE

Our top 5 customers in the Year represented approximately
34.20% of our total revenue as compared to approximately
23.37% in 2015. Our largest customer accounted for
approximately 16.28% of our total revenue in the Year as
compared to approximately 6.92% in 2015. These changes
were mainly due to the increase in the construction business.
All of our top 5 customers are located in southern China and
are companies engaged in the construction business and
the trading of food in the PRC. They are required to prepay
for the goods and services at the agreed commercial terms.
Therefore, there was no related doubtful debts.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

During the Year, the purchases from the top 5 major suppliers
amounted to HK$280,474,000, representing a decrease of
about 54.27% from HK$613,289,000 for the year ended 31
December 2015.

FA MAERZTEHEINRBEAR
280,474,000 L BB E_T—AF+=A
=+ —HI-FE 613,289,000/ JT i L 4
54.27% °

2016 2015

% to total % to total

Category of products HK$'000 Purchase HK$'000 Purchase

HaRES BB

EmER TER NEDL FET MAEDL

Purchases from the largest supplier Staple food 239,926 51.38 252,436 32.85
MRA R R RER FEm

Purchases from the top 5 suppliers Staple food 280,474 86.25 613,289 79.82
MAAHEERNRER FEm

Our top 5 suppliers in the Year represented approximately
86.25% of our total purchases as compared to approximately
79.82% in 2015. Our largest supplier accounted for
approximately 51.38% of our total purchases in the Year as
compared to approximately 32.85% in 2015. The Group had
always been searching for suppliers with competitive terms.
The suppliers significantly differed from previous year. All
top 5 suppliers are the suppliers of food in the PRC and the
Group is required to prepay for the goods.

KEY RISKS AND UNCERTAINTIES

Reliance on a Small Number of Key Suppliers

The Group’s five largest suppliers, which accounted for
86.25% of the Group’s total purchases, are all related to the
purchases of staple food. There is no assurance that these
major suppliers shall continue to provide the staple food to us
at price acceptable to our Group. In the event that our Group
were unable to retain these suppliers, or procure replacement
suppliers, our business, results of operations, profitability and
liquidity might be adversely affected. However, the Group
has established strong business relationship with these major
suppliers. The Group has also been diversifying its business
into other industry including logistic warehouse business
and construction business. Therefore, it is expected that the
risk of concentration on key suppliers can be reduced in the
future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Investment Risk

Investment risk can be defined as the likelihood of extension
of its return period relative to the expected return or
occurrence of losses on any particular investment attributable
to changes of external factors. The Group is well aware of
the importance of exploring various business opportunities
and territories on a continual basis, and has also implemented
such strategy as the top agenda of the Year. Key concern
of projects investment framework will be balancing risk and
return across different investments, and thus risk assessment
is a core aspect of the investment decision process. Proper
investment assessment and due diligence procedures have
been set up and detailed analysis will be made before
approving investments. Regular updates on the progress of
the investments of our Group would be submitted to the
Board.

Foreign Exchange Risk

The Group mainly operates in the PRC with most of the
transactions originally denominated and settled in Renminbi,
of which foreign exchange risk is considered insignificant.
The Group is exposed to foreign exchange risk primarily with
respect to certain of its bank deposits which are denominated
in Hong Kong dollars and United States dollars. Renminbi
experienced certain fluctuation against Hong Kong dollars
and United States dollars during the year 2016 which is the
major reason for the exchange loss recognised by the Group.
During the year ended 31 December 2016, the Group did
not carry out any hedging activity against foreign currency
risk. Any substantial exchange rate fluctuation of foreign
currencies against Renminbi may have a financial impact on
the Group.

OTHER INFORMATION

Issue of Bonus Shares

On 7 September 2015, the Board proposed, inter alia,
the Bonus Issue, details of which were disclosed in the
announcements of the Company dated 7 September 2015, 2
December 2015 and 28 December 2015, and the circular of
the Company dated 4 December 2015. The Bonus Issue was
approved by the shareholders at the extraordinary general
meeting of the Company held on 22 December 2015 and
2,336,644,876 bonus shares were issued by the Company on
7 January 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

Adjustments to Outstanding Share Options

On 7 January 2016, according to the terms of the share
option scheme adopted by the Company on 23 May 2007
("Share Option Scheme”), the exercise price of the share
options granted under the Share Option Scheme and the
number of shares to be allotted and issued upon full exercise
of the subscription rights attaching to the 217,730,000
outstanding share options were adjusted in the following
manner as a result of the Bonus Issue:

AEERITEBRE

R-ZE—RNE—A+tH REAQRAR-ZZ
+tFERAZT=ARMBARERT S ([IEARE
ETEI]) 2 &K R EIIE TR 2 AR E
21T {E (8 K 74217,730,00017 & A 17 15 B8 P& 4
MG 2 SRR EITERE TREERETZ
A& 8B RAT IR TTMIE T35 e A%

Before Bonus Issue After Bonus Issue

AREeTa ARBTR
Adjusted Adjusted
Number of Exercise number of exercise
share price of share price of
options each share options each share
outstanding option  outstanding option
GES RREZ KRR
TEBRRE SHOBRE HWATE SHBRE
Date of grant R A 2B TR BREHE T%E
23 July 2014 ZE-mELAZt=H 24,800,000 HK$0.75487T 49,600,000 HK$0.377/8 7T
24 July 2015 “E-RAFLAZTOA 192,930,000 HK$2.0607% 7T 385,860,000 HK$1.0307 7T
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Save for the above adjustments, all other terms and
conditions of the outstanding share options granted under
the Share Option Scheme remain unchanged. CHENG &
CHENG LIMITED, the auditor of the Company, has reviewed
and agreed with the adjustments to the outstanding share
options granted under the Share Option Scheme as disclosed
above and the announcement of the Company dated 7
January 2016.

Grant of Share Options

On 14 October 2016, the Company granted share options to
certain eligible persons (including Directors, employees and
consultants of the Group) to subscribe at the exercise price
of HK$0.436 per share for a total of 210,000,000 shares in
the Company pursuant to the Share Option Scheme. Among
the total of 210,000,000 share options granted, 26,000,000
share options were granted to the Directors. Details of the
grant of the share options are set out in the announcement
of the Company dated 14 October 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

Subscription of New Shares under General Mandate

On 1 November 2016, the Company entered into
subscription agreements respectively with each of the eight
independent subscribers (the “Subscribers”) pursuant to
which the Subscribers agreed to conditionally subscribe for
a total of 351,599,550 new shares at the subscription price
of HK$0.48 per share in the Company (”Subscription”).
The market price is HK$0.45 per share at the date of the
subscription agreements.

The Board considered that the Subscription represented
an opportunity to raise additional funding for the Group's
business operation and to strengthen the capital base
and financial position for the Group’s future business
developments and broaden the shareholder base of the
Company. Furthermore, the Board considered that the
Subscription is a preferred method of fund raising as
compared with other equity fund raising exercises based on
time and costs involved.

The Subscription was completed on 12 January 2017 and
the Company issued 351,599,550 subscription shares to the
Subscribers.

The aggregate proceeds from the Subscription amounted
to approximately HK$168.77 million and the net proceeds
and the net price per share was approximately HK$168.70
million and HK$0.4798 respectively, after deducting all
the professional fees incurred in the Subscription. The
Company fully utilized the net proceeds for the Group's
business development, investments, acquisition, repayment
of loans and general working capital purposes. Details of
the Subscription are set out in the announcements of the
Company dated 1 November 2016, 30 November 2016, 30
December 2016 and 12 January 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmED M

LITIGATION

On 18 August 2015, the Company received a writ of
summons issued by the Registry of the High Court of Hong
Kong (the “Writ") relating to the claim by Mr. Qu Shuncai
("Mr. Qu"), a former Director. Pursuant to the Writ, Mr. Qu,
as the plaintiff of the claim, claims against the Company for
the sum of HK$6,069,000 being damages for the Company’s
wrongful refusal of the issue of 2,500,000 shares of the
Company to him upon exercise of the share options of the
Company by Mr. Qu. As at the date of this annual report, the
Company is still seeking legal advice in relation to the Writ.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2016, the Group had approximately 148
(2015: 94) employees in Hong Kong and the PRC with total
staff costs amounting to approximately HK$30.61 million
(2015: HK$23.04 million). Remuneration of employees is
offered at competitive standards, generally structured with
reference to market terms and individual qualifications.

The Company has adopted the Share Option Scheme aiming
to provide incentives to participants for their contributions
to the Group, and to enable the Group to recruit and retain
quality employees to serve the Group on a long-term basis.
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company has always recognised the importance of
shareholders’ transparency and accountability. It is the belief
of the board of directors (the “Board”) of the Company
that shareholders can maximise their benefits from good
corporate governance.

The Company has complied with all code provisions of the
Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) during the year ended
31 December 2016, except where otherwise stated.

THE BOARD

The Board is responsible for the leadership and control of
the Company and oversees the Group'’s businesses, strategic
decisions and performances. Daily operations and execution
are delegated to the management. The Board is also
responsible for performing the corporate governance duties
as set out below:

(@)  to develop and review the Company’s policies and
practices on corporate governance;

(b)  to review and monitor the training and continuous
professional development of directors and senior
management;

(0 to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct
and compliance manual (if any) applicable to directors
and employees; and

(e)  to review the Company’s compliance with the CG
Code and disclosure in the Corporate Governance
Report.
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CORPORATE GOVERNANCE REPORT
CREARE

The executive directors are responsible for running the Group
and executing the strategies adopted by the Board. The non-
executive directors provide the Group with a wide range
of expertise and experience. Their participation in Board
meetings bring independent judgment on issues relating
to the Group's strategy, performance, conflicts of interests
and management process, to ensure that the interests of all
shareholders are taken into account. The independent non-
executive directors ensure that the Board accounts for the
interests of all shareholders and that all issues are considered
in an objective manner.

The Board believes that the balance between executive
and non-executive directors is reasonable and adequate to
provide checks and balances that safeguard the interests of
shareholders and the Group. The Company considers that the
Board has the necessary skills and experience appropriate for
discharging their duties as directors in the best interests of
the Company and that the current Board size is adequate for
its present operations.

At 31 December 2016, the Board comprised three executive
directors, namely, Mr. Jiang Jianjun (Chairman), Mr. Jiang
Jiancheng and Mr. Ke Xionghan; two non-executive directors,
namely, Ms. Ho Wing Yan and Ms. Zhang Yujie; and three
independent non-executive directors, namely, Dr. Loke Yu, Mr.
Li Xiaofeng and Mr. Ho Man Fai. Biographical details of the
directors are set out on pages 37 to 40 of this annual report.
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During the year ended 31 December 2016, the Board at all
time met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
directors with at least one independent non-executive
director possessing appropriate professional qualifications
or accounting or related financial management expertise.
The number of independent non-executive directors also
represented at least one-third of the members of the Board.

The Company has received annual confirmation of
independence from each of the independent non-executive
directors and considers them to be independent in
accordance with the independence guidelines set out in Rule
3.13 of the Listing Rules. The Nomination Committee has
assessed the independence of all independent non-executive
directors in particular, Dr. Loke Yu, who has served the Board
for more than nine years. Dr. Loke Yu does not have any
management role in the Company and its subsidiaries since
his appointment. He has expressed his willingness clearly
to exercise independent judgement and has been giving
objective views to the Company. There is no evidence that
length of tenure is having any unfavourable influence on
his independence. The Board is satisfied that, as well proven
by the valuable independent judgement and advice given
by Dr. Loke Yu over the years, Dr. Loke Yu has the required
character, integrity, independence and experience to perform
the role of an independent non-executive director. The Board
is not aware of any circumstances that might influence
Dr. Loke Yu in exercising his independent judgement and
therefore believes he is still independent.

The Board members have no financial, business, family
or other material/relevant relationships with each other
except as disclosed in “Directors’ and Senior Management’s
Biographies” of this annual report.

The Company has put in place appropriate insurance cover in
respect of directors’ liability.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code requires that the roles
of chairman and chief executive should be separate and
should not be performed by the same individual.

During the period from 1 January 2016 to 24 June 2016, Mr.
Jiang Jianjun was the Chairman of the Company and Mr. Li
Jianging was the Chief Executive Officer of the Company.

The Company did not officially have a position of chief
executive officer after Mr. Li Jianging retired as an executive
director and ceased to be the chief executive officer of the
Company with effect from 24 June 2016. Mr. Jiang Jianjun,
the Chairman of the Company, provides leadership to the
Board to ensure that the Board works effectively and all
important issues are discussed and dealt with in a timely
manner. The Board will continue to review the effectiveness
of the Group's structure as business continues to grow and
develop in order to assess whether any changes, including
the appointment of a chief executive officer, are necessary.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures of appointment, re-election and removal
of directors are laid in the articles of association of the
Company. The procedures for shareholders to propose a
person for election as a director are available on the website
of the Company.

In accordance with article 116 of the Company's articles of
association, one-third of the directors, including the non-
executive directors, shall retire from office by rotation at
each annual general meeting. The non-executive directors
and independent non-executive directors are appointed for a
period of three years.

Article 99 of the Company’s articles of association provides
that directors appointed either to fill a casual vacancy or as
an addition to the Board shall hold office only until the next
following general meeting after their appointment, and shall
be subject to re-election by the shareholders.
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BOARD COMMITTEES

The Board has set up three committees, namely, the
Audit Committee, the Remuneration Committee and the
Nomination Committee to oversee different aspects of the
Company's affairs. The most up-to-date terms of reference of
these committees are available on the websites of the Stock
Exchange and the Company.

Audit Committee

The Company has had an Audit Committee since 2001. The
Audit Committee is responsible for reviewing the Group's
financial statements, overseeing the Group's financial
reporting, risk management and internal control systems,
and making recommendations to the Board. Meetings of the
Audit Committee shall be held at least twice a year.

At 31 December 2016, the Audit Committee comprised three
independent non-executive directors, namely, Dr. Loke Yu, Mr.
Li Xiaofeng and Mr. Ho Man Fai. Dr. Loke Yu is the chairman
of the committee.

For the year ended 31 December 2016, there were two
meetings held by the Audit Committee to (i) review with
external auditor the audit plan, the external audit findings,
the accounting principles and practices adopted by the
Group, and the Listing Rules and statutory compliance; (ii)
discuss auditing and financial reporting matters, including
the review of the audited financial statements for the year
ended 31 December 2015 and the unaudited financial
statements for the six months ended 30 June 2016 with
recommendations to the Board for approval; (iii) review and
make recommendations to the Board on the auditor’s re-
appointment and remuneration, and (iv) review the Group's
risk management and internal control systems.

A\ AUz g
1E %/ﬁ*ﬁ%

ExZEE
EFeRV-_AZBEg ERZEE FHZ
EglkitvZ8e- %’;%—E$ A AETTEZ
FH %SRBI BERES N R
SN FEN

EREEE
ARABE-ZET - FHRERIERZES -&F
ZERESRAEHNAKENMBHHRE EEAN

EEYERS RRERRASEEERUR
MEERRHEEE - EREARASFEL S
FRRE

“E-RF+A=Z1+—H BEEZZEEK
BREZMBIERITES B EMIEL
IR S R OB L B EMIE L AR E
XK

m ¥ m St

\
/

N

“E-RFT A=+ HLEEFEE &
BERITMAEHE  AG)ESIN B AL 2D
Zat 8 INEREA B R AR BT R
Mgt RBI MR - 8 LR B MRS A E ST
BER: (DB R B REETEETIW (B
EREHNBE_T-AFt_A=1+—HLFE
MREZTBEREREBE T R"ERA=T
Bk EA E’Jiki‘“%’f?ﬁﬂ%#ﬁi%)jifgﬁ$
SEY: (MR RRESTSEE XA AR
SEFE &(iv)*mﬁ$%l2ﬂﬁﬁ€i§&ﬁ%‘l3%

R

BE
ES

%fw*%
_'ﬂmi@:ﬂ{

=
=
wHE
it

TELARELERERERAT 23

2016 &£ 3§




24

CORPORATE GOVERNANCE REPORT
CREARE

Remuneration Committee

The Remuneration Committee was established on 15
September 2005. The Remuneration Committee is
responsible for making recommendations to the Board on the
Company'’s policy and structure for the remuneration of all
directors and senior management and on the establishment
of a formal and transparent procedure for developing
remuneration policy. No individual director or any of his/
her associates is involved in decisions relating to his/her own
remuneration. The Remuneration Committee has adopted
the model under code provision B.1.2(c)(ii) of the CG Code
to make recommendations to the Board on the remuneration
packages of individual executive directors and senior
management. Meetings of the Remuneration Committee
shall be held at least once a year.

At 31 December 2016, the Remuneration Committee
comprised one executive director, namely, Mr. Jiang Jianjun
and two independent non-executive directors, namely, Dr.
Loke Yu and Mr. Ho Man Fai. Dr. Loke Yu is the chairman of
the committee.

For the year ended 31 December 2016, there were three
meetings held by the Remuneration Committee to (i)
review and make recommendations to the Board on the
remuneration of the directors and senior management; (ii)
review and make recommendations to the Board on the
remuneration package of the newly appointed director; (iii)
review and make recommendations to the Board on the
remuneration of the retired director for his tenure of office
in 2016; and (iv) review and make recommendations to the
Board on grant of share options.

Details of the remuneration paid to directors and members
of senior management by band for the year ended 31
December 2016 are disclosed in notes 8 and 9 to the
financial statements.
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Nomination Committee

The Nomination Committee was established on 15
September 2005. The Nomination Committee is responsible
for reviewing the structure, size and diversity of the Board,
assessing the independence of independent non-executive
directors, making recommendations to the Board on
nominations, appointment of directors and Board succession.
The Board adopted a board diversity policy which aims to
set out the approach to achieving diversity on the Board.
The Company recognises the benefits of diversity of Board
members. The Nomination Committee selects candidates
for directorship with reference to a range of diversity
perspectives, including but not limited to the candidate’s
gender, age, cultural and educational background,
professional experience, skills, knowledge and length of
service. The Nomination Committee considered that the
Board has sufficient diverse expertise, particularly in corporate
management, financial control, business development and
human resources management, for the Company’s business.
Meetings of the Nomination Committee shall be held at least
once a year.

At 31 December 2016, the Nomination Committee
comprised the Chairman of the Board, Mr. Jiang Jianjun, and
two independent non-executive directors, namely, Dr. Loke Yu
and Mr. Ho Man Fai. Mr. Jiang Jianjun is the chairman of the
committee.

For the year ended 31 December 2016, there were two
meetings held by the Nomination Committee to (i) review
the structure, size and diversity of the Board; (i) nominate
the retiring directors for re-election at the annual general
meeting held on 24 June 2016; (iii) assess the independence
of independent non-executive directors with reference to the
requirements under the Listing Rules; and (iv) nominate a new
director for appointment to the Board.

The directors’ attendance at the meetings held is set out in
the section below.
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MEETINGS AND DIRECTORS’ ATTENDANCE

The Board meets at least four times each year and more
frequently as the needs of the business demand. For the year
ended 31 December 2016, there were seven Board meetings
held by the directors, four of which were regular Board
meetings to (i) review and discuss the Group’s development
strategies, investment projects and the operational and
financial performance of the Group, and (ii) approve the
annual report for 2015 and the interim report for 2016. The
other three Board meetings were held to consider certain ad
hoc matters. Under code provision A.1.3 of the CG Code,
notice of at least 14 days should be given of a regular board
meeting to give all directors an opportunity to attend. During
the Year, certain regular Board meetings were convened with
less than 14 days’ notice to enable the directors to react
timely and make expeditious decision making in respect
of transactions which were of significance to the Group's
business. As a result, the aforesaid regular Board meetings
were held with a shorter notice period than required with
no objection by the directors. The Board will do its best
endeavours to meet the requirement of code provision A.1.3
of the CG Code in future. In addition to Board meetings, the
Chairman of the Board met with the non-executive directors
(including the independent non-executive directors) without
the presence of other executive directors.

The Company Secretary assists the Chairman in preparing the
agenda for meetings and ensures that all applicable rules and
regulations are followed. The Company Secretary also keeps
minutes of each meeting with appropriate details, which are
available to all directors. Draft minutes are circulated to all
directors for comment and approval after the meetings within
the period permitted by the directors.

All directors have access to relevant and timely information,
and they can ask for further information or retain
independent professional advisers if necessary. They also have
unrestricted access to the advice and service of the Company
Secretary, with a view to ensuring that Board procedures and
all applicable rules and regulations are followed.
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Should a potential conflict of interest involving a substantial
shareholder or director arise, the matter is discussed in an
actual meeting, as opposed to being dealt with by written
resolution. Independent non-executive directors with no
conflict of interest are present at meetings dealing with
conflict issues. Board committees, including the Audit,
Remuneration and Nomination Committees, follow all the
applicable practices and procedures used in Board meetings
for committee meetings.

Details of directors’ attendance at the Board meetings, Board
committees meetings and the annual general meeting held
during the year ended 31 December 2016 are set out as
follows:
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Attended/Eligible to attend

HERY SERERERY
Audit  Remuneration Nomination Annual
Committee Committee Committee General
Board Meetings Meetings Meetings Meetings Meeting
Name of directors EERR EZe8d ERZES88E FMZESSeE REZE88F 2 RREFA®
Executive Directors HiTEE
Mr. Jiang Jianjun (Chairman) TRERE (1E) 717 - 3/3 212 11
M. Jiang Jiancheng TR i - - - 0/1
Mr. Ke Xionghan® a3 pitatd 33 - - - N/A
Mr. Li Jianqing (Chief Executive Officer)? ZRI5 % £
(1TEA##) 0 23 - - - 01
Non-executive Directors HHTEE
Ms. Ho Wing Yan IS . 6/7 - - - 11
Ms. Zhang Yuijie NEARZT 0/7 - - - 0/1
Independent Non-executive Directors BV F#77ZF
Dr. Loke Yu BEEMEL 6/7 2/2 3/3 2/2 0/1
Mr. Li Xiaofeng BEkitE 5/7 12 - - 0/1
Mr. Ho Man Fai OB 4/7 12 33 2/2 0/1
- The director is not a committee member ;2 Z T HE S S B
N/A: Not applicable 7~i& A
Notes: P aE
(a) Mr. Ke Xionghan was appointed as an executive director of (a) My EEE T ANF AT OARE

the Company with effect from 24 June 2016.

(b) Mr. Li Jianging retired as an executive director of the
Company at the conclusion of the annual general meeting
held on 24 June 2016. Following his retirement, Mr. Li also
ceased to be the chief executive officer of the Company with
effect from 24 June 2016.
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DIRECTORS’ INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

Each newly appointed director is provided with an induction
on the first occasion of his/her appointment so as to ensure
that he/she has appropriate understanding of the business
and operations of the Company and that he/she is fully aware
of his/her responsibilities and obligations under the Listing
Rules and the relevant regulatory requirements.

Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has devised a training
record in order to assist the directors to record the training
they have undertaken and they are requested to provide a
training record to the Company.

According to the records maintained by the Company, the
training that the directors received for the year ended 31
December 2016 is summarized as follows:

briefings/seminars/
conferences relevant

EEZABRERAEXRE

BUMTESEREAEIZERTSES O
ABER URREEHARTEELEERE
EERIER ARTE2RABRER EMARAIRE
HEMEERE T2 BEERER-

ARBEBEE2MBEEEEBNERLE
I AR K2 B RE © AN 2 A) B AR TE 35 o)l Re 8% DA 13 B
EERBREM2ENEIIRE YEKES
[ B4R AR Bl RO 8% o

BEAATREZ DS EENEBE-T—A
FE+- A=+ —BILEEER YR m
T

Attending expert
Reading
materials relevant
to the business
or directors’ duties

to the business
or directors’ duties

SHEHEMELSR
EEREZ
ERENE HMEFEEKR
Name of directors EEHR B#E  aE EEREZER
Executive Directors HITEE
Mr. Jiang Jianjun LREESLAE v/ v
Mr. Jiang Jiancheng TS E v v
Mr. Ke Xionghan® 0] HE ) 55 A @ v v
Mr. Li Jianging® FRFREY
Non-executive Directors HHITEE
Ms. Ho Wing Yan Al ek MR v
Ms. Zhang Yujie NERZ L
Independent Non-executive BB ITEE
Directors
Dr. Loke Yu B g MIE v
Mr. Li Xiaofeng R T4 v/ v
Mr. Ho Man Fai A S8 5t A v/ 4
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Notes:

(a) Mr. Ke Xionghan was appointed as an executive director of
the Company with effect from 24 June 2016.

(b) Mr. Li Jianging retired as an executive director of the
Company with effect from 24 June 2016.

Under code provision A.6.5 of the CG Code, all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills, and should
provide a record of the training they received to the issuer.
The Company did not receive the training record from Ms.
Zhang Yujie, a non-executive director, and Mr. Li Jianging, a
former executive director retired on 24 June 2016.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code on ethics and securities
transactions (the “Code”), which incorporates a code of
conduct regarding directors’ securities transactions on terms
no less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) of the Listing Rules. Specified
employees who are likely to be in possession of unpublished
inside information of the Company are also subject to the
compliance with the Code. Having made specific enquiry of
all directors, the Company confirms that the directors have
complied with the required standard set out in the Code and
the Model Code throughout the year ended 31 December
2016.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
ACCOUNTS

The Board is responsible for presenting a clear, balanced
assessment of the Group’s performance and prospects. It is
also responsible for preparing accounts that give a true and
fair view of the Group's financial position on a going-concern
basis and other inside information announcements and
financial disclosures. The management provides the Board
with the relevant information it needs to discharge these
responsibilities.

The responsibilities of the auditor with respect to these
financial statements are set out in the Independent Auditor’s
Report on pages 82 and 91 of this annual report.
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AUDITOR’S REMUNERATION

For the year ended 31 December 2016, the remuneration
paid or payable to the Company’s auditor, CHENG & CHENG
LIMITED, including the followings:

BB AT B
WHE-F—AF+-B=+—HILFE B
GET S EIN G B E T
BRARZMEBEATEE:

Fee paid/payable

e ENEH

HK$

Services rendered Frig AR 7 BT
Audit services Z RS 850,000
Non-audit services IEAZ AR TS 100,000
Total st 950,000

Non-audit services refer to other reporting services related to
transactions of the Group.

RISK MANAGEMENT AND INTERNAL CONTROL

Goals and Objectives

The Board acknowledges that it is responsible for the risk
management and internal control systems and reviewing their
effectiveness on an ongoing basis. Such risk management
and internal control systems are designed for managing
risks rather than eliminating the risk of failure to achieve
business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or
loss. The Board has delegated its responsibilities of risk
management and internal control to the Audit Committee.
The Audit Committee oversees management in the design,
implementation and monitoring of the risk management and
internal control systems, and the management has to ensure
the effectiveness of these systems.

Main Features of the Risk Management and Internal
Control Systems

The Group’s risk governance structure and the main
responsibilities of each level of the structure are summarized
below:

The Board is responsible to determine the business strategies
and objectives of the Group, and evaluates and determines
the nature and extent of risks it is willing to take in achieving
the Group's strategic objectives; ensures that the Group
establishes and maintains appropriate and effective risk
management and internal control systems; and oversees
management in the design, implementation and monitoring
of the risk management and internal control systems.
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Audit Committee is responsible for assisting the Board to
perform its responsibilities of risk management and internal
control systems; overseeing the Group's risk management
and internal control systems on an ongoing basis; reviewing
the effectiveness of the Group's risk management and
internal control systems at least annually, and such review
should cover all material controls including financial,
operational and compliance control; ensuring the adequacy
of resources, staff qualifications and experience, training
programmes and budget for the Group’s accounting, internal
audit and financial reporting functions; and considering major
findings on risk management and internal control matters,
and reports and makes recommendations to the Board.

The senior management designs, implements and maintains
appropriate and effective risk management and internal
control systems; identifies, evaluates and manages the risk
that may potentially impact the major processes of the
operations; monitors risk and take measures to mitigate risk
in the day-to-day operations; gives prompt responses to and
follow up the findings on risk management and internal
control matters raised by the internal auditor or external
risk management and internal control adviser; and provides
confirmation to the Board and Audit Committee on the
effectiveness of the risk management and internal control
systems.

Internal auditor is responsible for reviewing the adequacy and
effectiveness of the Group’s risk management and internal
control systems; and reports to the Audit Committee on the
findings of the review and makes recommendations to the
Board and management to improve the material systems
deficiencies or control weaknesses identified.

The Board has conducted a review of the effectiveness of the
risk management and internal control systems for the year
ended 31 December 2016 and considers them effective and
adequate.
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Risk Management Process

In addition to the Board's responsibilities, the Company has
developed a risk management process to identify, evaluate
and manage significant risks and to resolve material internal
control defects. Senior management is responsible for the
annual risk reporting process. Internal auditor will meet with
various members of the senior management to review and
assess risks and discuss solutions to address material internal
control defects, including any changes relevant to a given
year. Risks are compiled, ratings are assigned and mitigation
plans are documented. The risk assessment is reviewed by
certain members of senior management and presented to the
Audit Committee and the Board for their review.

Risks are evaluated by the Board and senior management
based on (i) the severity of the impact of the risk on the
Company'’s financial results; (ii) the probability that the risk
will occur; and (iii) the velocity or speed at which a risk could
occur.

Based on the risk evaluation, the Company will manage the
risks as follows:

o Risk elimination — senior management may identify
and implement certain changes or controls that in
effect eliminate the risk entirely.

° Risk mitigation — senior management may implement
a risk mitigation plan designed to reduce the
likelihood, velocity or the severity of the risk to an
acceptable level.

o Risk retention — senior management may decide that
the risk rating is low enough that the risk is acceptable
for the Company and that no action is required. The
risk would continue to be monitored as part of the risk
management program to ensure the level of risk does
not increase to an unacceptable level.
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Internal Audit Function

The Group’s internal audit function is performed by the
internal auditor who reports directly to the Audit Committee.
Internal auditor plays an important part in the assessment
of the effectiveness of the risk management and internal
control systems of the Group and reports directly to the Audit
Committee on a regular basis.

The internal auditor conducts internal reviews on material
controls and compliance with policies and procedures of the
Group at both operational and corporate levels. Plans and
tools for corrective actions and control improvement are
identified and communicated with operations management
to address an issue, non-compliance or deficiencies identified.
The internal auditor monitors the implementation of his
recommendations by operations management and reports
the outcomes to the Audit Committee.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Chan Kwong
Leung, Eric, who is engaged and appointed by the Company
from an external secretarial services provider, and his primary
corporate contact person at the Company is Mr. Chai Chung
Wai, the Chief Financial Officer of the Company. For the year
ended 31 December 2016, Mr. Chan Kwong Leung, Eric has
complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.
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SHAREHOLDERS' RIGHTS

Procedures for convening an extraordinary general
meeting and putting forward proposals

Pursuant to article 72 of the Company's articles of
association, any two or more shareholders or any one
shareholder which is a recognised clearing house (or
its nominee) holding, as at the date of deposit of the
requisition, not less than one-tenth of the paid up capital
of the Company which carries the right of voting at general
meetings of the Company can deposit a written request
at the head office and principal place of business of the
Company in Hong Kong at Unit 1101A, 11/F, East Ocean
Centre, 98 Granville Road, Tsim Sha Tsui, Kowloon, Hong
Kong, or the registered office of the Company at P.O. Box
309, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands for the attention of the Board or Company Secretary
to convene an extraordinary general meeting (“EGM").

The Company will verify the request with the Company’s
branch share registrar and transfer office in Hong Kong
and upon their confirmation that the request is proper and
in order, the Board will be asked to convene an EGM by
serving sufficient notice to all the registered shareholders in
accordance with the requirements set out in the Listing Rules
and the Company'’s articles of association. In the event that
the request has been verified as not in order, the shareholders
concerned will be advised of this outcome and accordingly,
an EGM will not be convened as requested.
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If within 21 days from the date of deposit of the requisition,
the Board does not proceed duly to convene an EGM, the
requisitionist(s) themselves or any of them representing more
than one-half of the total voting rights of all of them, may
convene the EGM in the same manner, as nearly as possible,
as that in which meetings may be convened by the Board
provided that any meeting so convened shall not be held
after the expiration of three months from the date of deposit
of the requisition, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.

Procedures for sending enquiries to the Board
Shareholders may at any time send their enquiries to the
Board in writing for the attention of the Board or Company
Secretary via the followings:

Address : Unit 1101A, 11/F, East Ocean Centre
98 Granville Road, Tsim Sha Tsui, Kowloon
Hong Kong

Fax : (852) 2880 5398

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company’s
constitutional documents for the year ended 31 December
2016.

COMMUNICATION WITH SHAREHOLDERS

The Company follows a policy of disclosing relevant
information to shareholders in a timely manner. The
Company also recognises that people other than
shareholders, such as potential investors and the investment
community generally may have an interest in information
about the Company.
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Annual and interim reports offer comprehensive operational
and financial performance information to shareholders and
the annual general meeting provides a forum for shareholders
to exchange views directly with the Board. The Company
regards the annual general meeting as an important event
and all directors, senior management and external auditor
make an effort to attend the annual general meeting of
the Company to address shareholders’ queries. All the
shareholders of the Company are given a minimum of 20
clear business days' notice of the date and venue of the
annual general meeting of the Company. The Company
supports the CG Code’s principle to encourage shareholders’
participation. The Company has also complied with the
requirements concerning voting by poll under the Listing
Rules. Details of the poll voting procedures and the rights of
shareholders to demand a poll are explained by the chairman
of general meeting at the meeting. All resolutions proposed
at general meeting are voted separately.

All the annual and interim reports, circulars, announcements
and notices of general meetings, as well as the terms of
reference of Board committees can be downloaded from the
websites of the Stock Exchange and the Company.

The shareholder communication policy is reviewed regularly
by the Company’s management to reflect current regulatory,
community and investor requirements. In particular, the
policy will be updated in response to the changes in internal
structure, legislative, regulatory and market developments.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

The directors and senior management of the Company as at
the date of this annual report are as follows:

DIRECTORS

Mr. JIANG Jianjun, aged 47, was appointed as an executive
director of the Company in March 2013, and as the chairman
and the managing director of the Company in May 2013.
He resigned as the managing director of the Company in
March 2014. Mr. lJiang is a director of certain subsidiaries of
the Company. He has been engaged in property investment
and management since 1995. He also has experience in
distribution of wine and liquor. Mr. Jiang is concurrently a
committee member of Shenzhen Baoan District of Chinese
People’s Political Consultative Conference, the vice president
of Shenzhen Baoan General Chamber of Commerce and
Shenzhen Baoan Shajing Chamber of Commerce. He is the
brother of Mr. Jiang Jiancheng, an executive director of the
Company.

Mr. JIANG Jiancheng, aged 45, was appointed as an
executive director of the Company in April 2014. He
graduated from Department of Industrial Control And
Automation of Hefei University of Technology. Mr. Jiang is
the general manager of Shenzhen Jiangshi Longhui Trading
Limited. He has been engaged in real estate leasing industry
since 1993 and has extensive experience in marketing and
management. Mr. Jiang was previously a consultant of the
Company from September 2010 to March 2014. He is the
brother of Mr. Jiang Jianjun, the chairman and an executive
director of the Company.

Mr. KE Xionghan, aged 52, was appointed as an executive
director of the Company in June 2016. He graduated from
the Department of Law of Huazhong University of Science
and Technology. Mr. Ke is the president of Shenzhen
Tiantianwang Taige Technology Co. Ltd.* (FRIIIKKEEZRAEFRE
BB AR]), acompany mainly engaged in the import and
export business of electronic products and mineral products.
He was the general manager of Indonesia Huaming Yang
International Trading Company* (EJJEZERFIZFEEE 51
7)) and worked in the Bank of China, Zhanjiang Branch for
over 20 years, during which period, he served as the Section
Chief of Retail Business Department, Company Business
Department and Credit Management Department as well as
the president of the sub-branch.

*  For identification purposes only
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EEREREEERRE

Ms. HO Wing Yan, aged 35, was appointed as a non-
executive director of the Company in April 2015. She holds
a Bachelor Degree of Business Administration in Applied
Economics from Hong Kong Baptist University and a Master
Degree of Corporate Governance from The Open University
of Hong Kong. Ms. Ho is an Associate Member of both The
Hong Kong Institute of Chartered Secretaries (“HKICS") and
The Institute of Chartered Secretaries and Administrators.
She is also a holder of the Practitioner’s Endorsement issued
by HKICS. Ms. Ho is a director of BMI Listed Corporate
Services Limited and is responsible for managing the business
operations of the company secretarial and administrative
services for the reputable listed groups in various industries.
She has extensive experience in a diversified range of
professional corporate services for Hong Kong and offshore
companies from various business sectors. Ms. Ho particularly
specializes in corporate governance advisory, corporate
restructuring, corporate financing and directors’ professional
development with emphasis on listed companies and she
continues to advise on these matters on a consultancy basis.
Ms. Ho actively participates in the formulation and execution
of strategy at the companies. She has been providing
practical professional services to companies listed on the
Main Board and the Growth Enterprise Market of the Stock
Exchange for over 10 years.

Ms. ZHANG Yujie, aged 54, was appointed as a non-
executive director of the Company in September 2015.
Ms. Zhang holds a Bachelor Degree in Accounting from
Heilongjiang Commercial College* (R8I ZFt), she
is a senior accountant. Ms. Zhang has extensive experience
in corporate management and rich expertise in financial
management. Ms. Zhang is the deputy general manager of
Heilongjiang Nongken Beidahuang Business Trade Liability
Group Co., Ltd* (REIRBIEANEESEERE
f£/2 A)) (“Heilongjiang Nongken Beidahuang”). She was
the accountant of a subsidiary of Jiansanjiang Materials
Department* (= I¥ & B ), general manager of
Jiansanjiang Materials Department Fuels Company* (&
=IWEBRKEIAF]) and Jiansanjiang Crude Oil & Fuels
Company* (= LA ML 2 7)) respectively, head of
finance department of Heilongjiang Nongken Beidahuang,
and deputy chief financial officer of PetroChina & NK Fuels
Co, Ld* (FMBERIREBEHERAR) .

*  For identification purposes only
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Dr. LOKE Yu alias LOKE Hoi Lam, aged 67, was appointed
as an independent non-executive director of the Company
in June 2005. He holds a Master of Business Administration
degree from Universiti Teknologi Malaysia and a Doctor
of Business Administration degree from University of
South Australia. He is a Fellow Member of The Institute
of Chartered Accountants in England and Wales, Hong
Kong Institute of Certified Public Accountants, The Hong
Kong Institute of Directors and The Hong Kong Institute
of Chartered Secretaries. Dr. Loke has over 40 years of
experience in accounting and auditing for private and
public companies, financial consultancy and corporate
management. He is the company secretary of Minth Group
Limited and serves as an independent non-executive director
of V1 Group Limited, Matrix Holdings Limited, China
Fire Safety Enterprise Group Limited, Winfair Investment
Company Limited, SCUD Group Limited, Zhong An Real
Estate Limited, Chiho-Tiande Group Limited, Tianjin
Development Holdings Limited, China Household Holdings
Limited, Tianhe Chemicals Group Limited, Lamtex Holdings
Limited (formerly known as China New Energy Power Group
Limited), Forebase International Holdings Limited and Hang
Sang (Siu Po) International Holding Company Limited. Dr.
Loke was an independent non-executive director of Mega
Medical Technology Limited from June 2014 to January 2017.
The shares of these companies are listed on the Main Board
of the Stock Exchange.

Mr. LI Xiaofeng, aged 39, was appointed as an independent
non-executive director of the Company in December 2012.
He graduated from Department of Finance of Jinan University.
Mr. Li is a supervisor of the credit department of Shenzhen
Rural Commercial Bank Shajing branch. He has been engaged
in financial services industry since 1998.
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EEREREEERRE

Mr. HO Man Fai, aged 52, was appointed as an independent
non-executive director of the Company in June 2014. He
is the chairman of California Restaurant and has extensive
experience in catering and management. Mr. Ho is a
director of New Territories General Chamber of Commerce,
a director of Hong Kong Food Science and Technology
Association Limited, a director of Yuen Long Merchants
Education Promotion Limited, a school manager of Yuen
Long Merchants Association Primary School and a general
affairs officer of Hong Kong Love & Care Charity Foundation
Limited.

SENIOR MANAGEMENT

Mr. CHAI Chung Wai, aged 50, is the chief financial officer
of the Company. He joined the Group in May 2013. Mr. Chai
obtained his master degree of Accounting in 2004 and of
Business Administration in 2006. Mr. Chai is a fellow member
of the Association of Chartered Certified Accountants, the
Hong Kong Institute of Certified Public Accountants and The
Hong Kong Institute of Directors, and an associate of the
Institute of Chartered Accountants in England and Wales.
Mr. Chai has extensive experience of over 20 years in the
accounting and financial field in various listed companies in
Hong Kong.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERRS
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The Group is committed to promoting sustainable
development, which is extremely important to create long-
term value for the Group's shareholders, clients, employees,
other stakeholders, as well as general public. The Company
cares about the impact of its daily operation on environment
and society, strives to set a good example for the public,
while conducting business operation, it makes effort to meet
the interests of all stakeholders, economy, environment,
society and corporate governance and does its best to
achieve a fine balance.

ENVIRONMENT RIB

A1. Policy on emission of exhaust gas and Al. EHBRRAZREHN mKE it
greenhouse gas, discharging pollution through WS BEREZTBREYNELESN
water and land, producing hazardous and non- BR

hazardous wastes
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Protecting environment is one of our key concerns;
we are committed to protecting environment
and focusing on environmental protection in our
operation, hoping that through rigorous supervision
and control to reduce our long-term negative impact
on environment.
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1. Energy Management 1.
The indirect greenhouse gas emission, which
generated from our daily electricity power

consumption, is the main source of the Group’s
carbon footprint, we will keep monitoring and
disclosing the Company’s carbon footprint to
find out and control the impact of our daily
operation on environment. At the same time,
we will implement the following energy-saving
and energy efficiency measures at various office
locations to reduce greenhouse gas emission:

a. Install high-performance electrical
equipments
b. Purchasing department is required to

purchase energy-efficient products

d Employ automatic lighting control
system

d. Deploy LED lighting on office floors
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e. The employees must turn off light
and unnecessary energy device to
reduce energy consumption and avoid
unnecessary waste of energy

f. Deploy natural light as much as possible
on office floors

g. Install auxiliary electricity meter to
monitor electricity consumption

h. Other energy-saving and energy
efficiency measures

Our finance department should collect
information about usage of electricity annually
for the management to disclose in their
ESG report in the financial year starts from
1 January, 2017 or later.

Waste Management

In order to lighten the load of landfills, we
adopt a responsible waste management
policy, including waste avoidance, reducing
waste from its source and reuse, recycling
and responsible disposal of waste. Our offices
should post memos and notices everywhere,
encouraging the employees to reduce the
production of waste. We have introduced
waste separation measures from the start:

a. Waste paper (excluding paper cup, paper
plate, etc.)

b. Metal (aluminum can and other metal
cans)

C. Plastics (plastic bottle, container and

packaging materials)

d. Other recyclables (such as old cloth,
electrical appliance, computer,
magazine, etc.)
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A2. Policy on effective use of resources (including
energy, water and other raw materials)

1.

Reducing electricity consumption

Comply with the Group’s policy on emission of
exhaust gas and greenhouse gas, discharging
pollution through water and land, producing
hazardous and non-hazardous wastes to reduce
electricity consumption.

Paper reduction
In order to reduce waste paper, we have
developed the following measures:

a. Deploy recycling bins to collect used
paper products such as waste paper,
poster, letter and envelope;

b. Place waste paper recycling bin next to
printer and set aside the papers that
already printed once so that you can
choose whether reuse it or put it into
the bin;

d Saving paper by double-sided printing;

d. Writing on both sides of papers;

e. Bring your own cup and avoid using
paper cup;

f. Reuse stationeries such as file folder and
envelope;

g. Reuse packaging box; and

h. Other than the waste paper that
contains confidential information, waste
paper should be shipped to paper mill
or scrap paper company so as to be
recycled into new paper.

Each year, our finance department shall collect
information about the paper products the
Company purchased and the waste paper
that shipped to scrap paper company or paper
mill for the management to disclose in their
ESG report in the financial year starts from
1 January, 2017 or later.
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3.

Water conservation

In Hong Kong, fresh water is a precious
resource, we should economize water, try to
protect water resource, and for which we have
developed the following measures:

a. Repair dripping faucet or hose in a
timely manner

b. Adopt effective water-saving production
methods and instruments

d Check water consumption regularly
d. Minimize water pressure

Green procurement

Green procurement is based on reducing
environmental load. Quality, cost, delivery
time are the main focuses when the Company
procures goods or chooses supplier, but other
than that, we give priority to environmentally
friendly and energy-saving products.

a. Give priority to energy-efficient products
at the highest level

b. Give priority to effective water-saving
products
d We require the suppliers to reduce

packaging material

d. Send the message to suppliers that we
value environmental protection, energy
saving
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Policy on mitigating the Group's significant
impact on environment and natural resources

The Group manages and minimizes the impact it may
cause environment, directly or indirectly, through the
following methods:

1. Make sure its business operation comply with
the environmental law in Hong Kong and its
operating locations

2. Establish and improve environmental protection
mechanism to ensure its operation does not
pollute water and land

3. Monitor gas emission and use of resource,
establish emission reduction target

4. Make sure that in our daily business operation,
with all efforts, we conserve energy, water and
other raw materials to reduce direct impact on
environment

5. Whenever the Company holds banquet, shark
fin is out of question and sustainable seafood
should be served. Order reasonable quantity
and reduce waste

6. Urge the employees to reduce paper usage and
adopt other energy-saving measures

7. Cooperate with government agencies and
support environmental organizations’ activities

A3.
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RE HEREBHRS

SOCIETY

Employment and Labor convention

Employee is an important asset of the Company, we care
about their well-being, respect their personal traits, make
sure that all employees are subject to legislative protection
and have equal opportunity in their career path, also, we
strive to increase their sense of belonging.

B1. Policy on salary, dismissal, recruitment,
promotion, working hours, day off, equal
opportunity, diversity, anti-discrimination and
other benefits

1. Salary

We offer competitive pay and benefits to the
employees according to their job requirement
and individual performance. We will annually
review the overall salary and benefits to
ensure the Company’s competitiveness in
local market, we even refer to the relevant
industries and similar organizations. Each year,
KPIs will provide direction and guidance to the
employees’ individual work plan. We also assess
the achievements and contributions of the
employees to appraise and reward them.

2. Dismissal
We ensure that all employees under the
employment protection laws of Hong Kong,
including:

a. Whenever an employee offers to resign
or being laid off, human resource should
interview him or her before quitting to
find out the reason of quitting;

b. It is required to issue employment
verification document to the dismissed
employee;

d When the employer terminates

employment contract, the dismissed
employee shall be given due notice or
wages in lieu of notice, and the notice
should not be given during his or her
annual leave and maternity leave;
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d. An employee cannot be dismissed when
she has been confirmed pregnant or
given notice of pregnancy;

e. An employee cannot be dismissed when
he or she takes a paid sick leave;

f. An employee cannot be dismissed
because he or she gives evidence or
information in any legal proceeding
relating to enforcement of labor laws,
industrial accident or breach of work
safety regulation;

g. An employee cannot be dismissed
because he or she joins in labor union or
participates in labor union activities; and

h. If an employee is injured on duty, if a
compensation agreement has not yet
been reached or the relevant evaluation
certificate has not yet been issued, the
employee cannot be dismissed.

Recruitment and promotion

In the Company, recruitment and promotion
should be fair and open for all employees,
and cannot be affected by age, sex, physical
or mental health status, marital status, family
status, race, skin colour, nationality, religion,
political affiliation and sexual orientation and
other factors, the employees will be recognized
and rewarded by their contribution, work
performance and skills, the Company will do
its best to provide them with good working
environment and development opportunity.

Working hours and day-off

The employees shall enjoy deserved days-off
under the laws of Hong Kong or the location
they work at.
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Hong Kong employees are entitled to enjoy the
following days-off:

a. Each employee can take a day off in
every 7 days;

b. If the day-off falls on a statutory holiday,
compensatory time off shall be offered
on the following day;

d Manager can ask employee to work on
the day off, but employee can choose
not to. If the employee agrees, a day off
can be arranged in other time, but the
said day off shall be planned before the
scheduled day off in the same month, or
within 30 days after it;

d. Statutory holidays;

e. Paid annual leave prescribed by
employment contract;

f. Sick leave;

g. Female employee can take maternity
leave so long as she complies with
the continuous contract to serve the
employer and give notice of pregnancy
before the leave; and

h. Maternity leave cannot be substituted by
wage.

Policy on equal opportunity, diversity,
anti-discrimination and other benefits

Sex Discrimination Ordinance, Disability
Discrimination Ordinance, Family Status
Discrimination Ordinance must be complied
with, equal opportunity must be provided on
recruitment, training, promotion, transfer,
remuneration, benefits and termination of
contract. Such opportunities shall not be
affected by factors such as age, gender,
physical or mental health status, marital status,
family status, race, skin colour, nationality,
religion, political affiliation and sexual
orientation.
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Policy on safe working environment and
safeguarding the employees from occupational
hazards

We are committed to protecting the health and safety
of the employees and the community, we require all
employees to comply with all relevant occupational
health and safety regulations, and do our utmost
to provide them with safe and healthy working
environment, as a result, we have implemented the
following methods:

10.

11.

Develop internal guidelines to ensure that office
and work environment is in line with or higher
than the requirements of relevant laws;

Establish safety procedures for the recognized
dangerous work;

Provide necessary protective equipment and
medical insurance to the employees;

Ensure that office and working environment is
healthy and safe, regularly check machinery and
equipment;

Establish emergency measures such as fire or
explosion emergency plan;

Regularly arrange rescue, fire and evacuation
drills;

Establish mechanism to record industrial injury
and analyze the cause;

Provide and maintain an environmental, healthy
and safe working condition;

Unless prior approval, purchasing alcoholic
beverage and illegal drugs is prohibited in the
workplace;

Actively promote environmental protection,
health and safety awareness of the employees,
and support development of environmental
protection, health and safety in the industry;
and

Provide all employees with needed job
information, guidance, training and supervision.
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B3.

B4.

Policy on improving the employees’ knowledge
and skills to perform their responsibilities

Talent development is an important part of our human
resource strategy. We understand that the employees’
knowledge and skills are essential to the Company’s
operation and business growth, good development
plan lays a good foundation for the employees to face
business challenge in the future, it also helps them
to grasp promotion opportunities, fulfill their career
aspirations. We provide the employees with effective
training and develop a clear promotion ladder,
ensuring that the employees have the required skills;
we also nurture outstanding successors for the Group
and breed academic atmosphere. The Group conducts
performance evaluation annually, and based on the
assessment result to provide the staff with appropriate
training, and offer job, development and promotion
opportunities for outstanding employees. Under
the Group’s Human Resource Management System
requirements, HR manager is responsible for carrying
out related assessment and training.

Policy on preventing child labor or forced labor
The Group firmly adopts a zero-tolerance policy
on child labor and forced labor, such conduct is
prohibited by international standard and relevant
domestic legislation and shall never be tolerated in
here. In any part of the business process (including our
subcontractors or suppliers), child labor or forced labor
is not allowed. We see child labor or forced labor as a
serious crime. The following is the policy on preventing
child labor or forced labor:

1. Child labor refers to employment of people
under 16 years of age, if any country or region
in which the Company or its subsidiary operates
has a more stringent definition of child labor,
the definition shall prevail;

2. Forced labor refers to people who provide labor
or service against their will and under the threat
of punishment;
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The hired employees must be at least 16 years
of age, the Group shall never recruit child
labor and forced labor, and if it knows child
labor or forced labor exists in its suppliers or
subcontractors, the Group will not conduct
business with them anymore;

The employees under 18 may not engage in
any possible hazardous work and prohibited
to work at night, because it might affect their
education;

Before hiring any job applicant, HR should
take effective procedures to verify their age.
HR should check documents that prove the
age of the applicant, including government-
issued photo identification and birth certificate,
driver’s license, household register, academic
certificates or any other credentials that prove
the date of birth. And HR must ensure that
the applicant’s looks is consistent with the
photograph on the ID card;

HR department should carry out prevention
training about child labor and forced labor,
especially those responsible for recruitment;

If employment of child labor under the legal
minimum age is found in the Group, we will
see to the best interests of the child, and take
the following measures in line with relevant
legislations:

a. Take the child away from workplace
immediately, ensure the safety of the
child;

b. Immediately notify the person in charge

of HR to verify all relevant information,
confirm whether the child under 16
years of age, sever labor relations with
the child, notify the local social welfare
institution, and take remedial measures
to protect the child’s best interest;
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Send the child to a special occupational
health labor inspection institution to
do medical check-up, it is required to
confirm the child’s physical and mental
health, and conduct investigation to fully
understand the child’s situation;

When the child reaches legal minimum
age for employment, we will provide the
child with re-employment opportunity;
and

Immediately find out the problems
that exist in the hiring process of
the operating location and take
improvement measures within 90
working days.

8. If forced labor is found in the Group, we will
take the following measures in accordance with
the requirements of the relevant legislation:

Take the labor away from workplace
immediately, ensure the safety of the
labor;

Immediately notify the person in charge
of HR to verify all relevant information,
confirm whether the person is subject to
compulsory labor;

Send the labor to a special occupational
health labor inspection institution to
do medical check-up, it is required to
confirm the labor’s physical and mental
health, and conduct investigation to fully
understand the labor's situation; and

Immediately find out the problems exist
in the hiring process of the operating
location and take improvement
measures within 90 working days.
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OPERATING PRACTICE

B5.

Policy on controlling environmental and social
risk in supply chain

We attach importance to developing and maintaining
long-term relationships with our suppliers, looking
forward to forming long-term partnerships with them.
We will take a fair and open principle on procurement
of materials and services. We will only cooperate with
the suppliers that share common moral values and
standards with us, the Company also supports and
encourages the suppliers to promote efficient use of
resources and environmental protection and fulfill
corporate social responsibility:

1. We advocate the principle of fair and open
competition, and based on mutual trust, we
develop and maintain long-term relationships
with the suppliers and contractors;

2. We have strict ethical standards in procurement
of materials and services to ensure the quality
of the finished products and maintain the
continued confidence of the clients, suppliers
and general public;

3. We review our suppliers, assess them based
on price, quality, suitability and demands, only
those being rated as qualified are our approved
suppliers, we only purchase from the approved
suppliers;

4. We conduct follow-up assessment on the
suppliers, and, if necessary, review them
through a third party organization. When a
supplier is found to be inconsistent with the
Company's policy or contractual requirements,
the Company will terminate future cooperation
until the situation has been improved,;

5. In an unprejudiced way, we choose appropriate,
responsible and capable suppliers;

6. Support and encourage the suppliers to
improve their environmental products and
services, and their employees’ benefits and
protection;
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B6.

7. The suppliers must comply with the relevant
laws, regulations and contractual obligations;
and

8. We shall adopt effective monitoring and

management system to detect and prevent
bribery, fraud or other misconducts in
procurement and bidding processes.

Policy on health, safety, advertising, labeling,
privacy and remedies of the products and
services

Health and safety of products and services

We are committed to providing the customers with
high-quality products and services and settling
customer complaints effectively, continuously
improving service level and ensuring customer
satisfaction.

1. Make sure that the products and services
comply with related laws and guidelines;

2. Provide the customers with accurate product
information and high-quality products, and
develop recovery policy and after-sale service
for related products;

3. If there is a problem with a product, we will
take the initiative to explain the problem and
find a mutually satisfactory solution for the
customers; and

4. After handling a customer complaint, a
document should be archived properly, and
the relevant department shall review the
complaint and develop measures to prevent the
recurrence of similar complaints, so that the
Company's service quality keeps improving.

Advertising, labeling and protection of customer
information

Customer information will only be used for
business purpose, not for other unrelated purposes.
All employees should handle and use customer
information with extreme caution, protect customer
information, and comply with statutory requirements
in privacy law.
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Policy on preventing bribery, extortion, fraud and
money laundering

Ethics and integrity is the cornerstone of the
Company's success, we adopts a Zero Tolerance
approach to bribery, extortion, fraud and money
laundering, in their daily work, the directors,
management and staff must comply with related
national and local government laws and regulations
on prevention of bribery, extortion, fraud and money
laundering. All employees not only have responsibility
to understand and comply with the above regulations,
but also have obligation to report violation to the fit
and appropriate person. Any person, who contravenes
the regulations, will be subject to disciplinary sanction.
We will make every effort to protect the informer
and received information. However, if an informer’s
intention is to harm others, they may be subject to
disciplinary punishment.

1. Soliciting or accepting benefit

Any employee (including the directors,
management and all full-time, part-time,
hourly, temporary workers) cannot directly,
indirectly, or in any form, solicit or accept any
form of benefits or do anything that might
be seen as bribe from a third party, including,
but not limited to, money, gift, excessive
entertainment and hospitality, subsidized
travel and accommodation, loan, pledging as
guarantor, extending preferential credit terms,
fee, reward, position, employment, contract,
service, privilege, exemption of all or part of the
responsibilities that ought to be fulfilled. The
employees should reject any direct or indirect
interests and benefits relating to the Group's
business, should such benefits being accepted,
their objective attitude would hamper, or the
interests of the Company would be harmed or
invaded, or causing bias or misconduct.
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In social events such as festivals, activities,
entertainments and other daily routine, refusing
to accept a modest gift may be considered
impolite or lack of social grace, with that
in mind, under the following principles, the
employees may consider accepting benefits on
a voluntary basis:

a. Receiving related benefits will not
affect performance and decision of the
employee;

b. The employee will not feel the need to

reciprocate;

d The employee can openly discuss the
benefits;

d. Holiday or banquet gift, prize or
souvenir, its value shall not more than
HKD500.

For gift, prize or souvenir worth more than
HKD500, the employee shall file a declaration
form, if the employee has questions about
admissibility of the related benefits, he or she
could consult HR manager or general manager.

If the Company finds out any employee's
inappropriate behavior of soliciting or accepting
benefits, it will call the police and terminate
labor relations with the employee.

Providing benefits

In any case, any employee shall not provide
bribe or improper benefits to any person or
organization in order to seek personal gain or
group interests. If the Company finds out any
employee has conducted bribery, it will call the
police and terminate labor relations with the
employee.
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Extortion

Any person who seeks for benefit for his own
or another person, or with intent to cause loss
to another person, and makes any unwarranted
demand by extortion, such conduct shall be
considered as extortion. All employees shall
not participate in, assist, cover up any kind
of extortion, if the Company finds out any
employee has conducted extortion, it will call
the police and terminate labor relations with
the employee.

Fraud

Any person, who uses any means of deception
to benefit himself or another person, or with
intent to cause loss to another person, such
conduct shall be considered fraud, the common
employee fraud includes embezzlement,
wage fraud and stealing company assets. All
employees shall not participate in, assist, cover
up any fraud, if the Company finds out any
employee has conducted fraud, it will call the
police and terminate labor relations with the
employee.

Money Laundering

Money laundering refers to an individual or
institution attempts to conceal the source
of illicit money, or makes such money look
legitimate in any way. The Company will not
tolerate any employee conduct, support, and
assist any form of money laundering.

The Company should establish an anti money
laundering team, general manager should be
the team leader and responsible for organizing
the anti money laundering team. The team'’s
main responsibilities include organizing,
implementing anti money laundering task,
investigating reported money laundering,
arranging anti money laundering training,
working with regulatory and judiciary
authorities to investigate suspicious transactions
of funds, as well as paying attention to
requirements and updates in anti money
laundering laws and regulations.
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Anti money laundering procedures include
identifying clients, keeping transaction
record, reporting and follow-up investigating

58

of suspicious transaction, and anti money
laundering training.

a. Identifying clients BENE P & (7
In the development of clients, sales people XBABEREREP,H
must establish a high degree of awareness VB = BB RO B
of anti money laundering, through EH OBRAEERPHR
communication with prospective clients mEHEBEBREPERE
to comprehensively grasp the clients’ B EPEANE—
information, running the first check e B PEKINFAEE  TE
on the clients. After successful client REPRFFLFT RS
acquisition, regular contact is required to REFEER P &IIEN -
grasp the clients’ updates. If an abnormal BMARER RKRE
situation occurs, the sales person needs BB TR -
to timely communicate with the relevant
departments.

b. Keeping transaction record RIFR 5 a0 7

Sales people and accounting personnel
should keep customer identification
information, including registering
customer identification and related
information, all sorts of records
and information reflecting payment
authority’s customer identification
process, and keep transaction
records such as each transaction’s
information, business voucher, ledger
and documents reflecting real situation
of each transaction and other relevant
information to ensure that each
transaction is traceable.
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Reporting and follow-up investigating of
suspicious transaction

Sales people and accounting staff, should
they find out a suspicious transaction,
need to report it immediately to the
corporate headquarter. The headquarter
analyzes and investigates all suspicious
transaction reported, if there are
reasonable grounds to believe that the
transaction or the customer has ties
with money-laundering, terrorism and
other criminal activities, the HKSAR
Government JFIU should be notified.

Anti money laundering training

All employees should join in anti money
laundering training at least once a
year, the training includes learning the
danger of money laundering, anti money
laundering regulations, the role of the
employees in anti-money laundering,
how to identify suspicious transactions,
ways to report suspicious transaction,
the consequences if one fails to comply
with anti money laundering regulations.
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COMMUNITY

BS.

Policy on finding out the needs of the community,
at which the Company operates, by means of
community involvement, and ensuring that its
business activities will take into account the
interests of the community

For the Company’s long-term development, community
participation is important, we are committed to
promoting development and construction activities
of the community, at which we operate. We benefit
the community through a variety of actions, such as
investment, contributing money, time, products, services,
influence, management knowledge and other resources.

We participate in community building through three
main ways:

1. Organize, facilitate and support the staff to
take part in volunteer services, such as regularly
visiting people who need help, arranging
outdoor activities for disadvantaged groups,
holding Blood Donation Day.

2. By means of donation, we donate money,
goods or services, directly supporting or
funding projects of various social service
agencies. In addition to donation itself, we
also appeal to the Company’s stakeholders
(including the employees and customers) to
donate.

3. We endeavor to provide employment
opportunities for the disadvantaged and
create a win-win situation. The Company is
willing to hire the disabled people who have
completed retraining courses, and give priority
to purchasing from the suppliers who hired the
said disabled people, or participate in a variety
of mentorship programs.
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The directors present their report and the audited financial
statements of the Company and the Group for the year
ended 31 December 2016.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set
out in note 41 to the financial statements. There were no
significant changes in the nature of the Group’s principal
activities during the Year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2016 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 92 to
223.

The directors do not recommend the payment of any
dividend in respect of the Year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities
and non-controlling interests of the Group for the last five
financial years, as extracted from the audited financial
statements and restated/reclassified as appropriate, is set
out on page 224. This summary does not form part of the
audited financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended
31 December 2016 is provided in the section headed
“Management Discussion and Analysis” of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment
of the Group during the Year are set out in note 13 to the
financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company's share capital and
share options during the Year are set out in notes 31 and 32
to the financial statements.
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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.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2016, the Company
repurchased a total of 15,520,000 shares of the Company
on the Stock Exchange at an aggregate consideration of
approximately HK$7,075,000, of which 12,688,000 shares
were cancelled during the Year and the number of issued
shares of the Company was reduced accordingly. The details
of the repurchased shares are as follows:

BrRBEERE
ARRIEMERAR RH 2B EAPLER]
BERNEBELBEENSRE ERAQAEE
BUEPIMRERFIR2HET K-

BE BEIHEARQAA LTRSS

HE-_Z-—XF+-_A=Z=+—HBHLEFE &
N AR B R BT A g B KA 7] 215,520,000
RER% 1 R (B4 A7,075,000% T E A
12,688,000/% B% 17 7 6 3 88 M AR FEBIR A A
Bl BEITIRMEE -BRRMH ZFBOT :

A

g

Total number

of shares Aggregate
repurchased Purchase price per share consideration
Month A# BBERDAER BREEE BRE
Highest Lowest
BE R1E
HK$ HK$ HKS$
BT BT BT
January 2016 —T-RF—H 5,000,000 0.590 0.445 2,431,182
February 2016 —E-R"¥=H 2,488,000 0.490 0.485 1,217,840
March 2016 —ZT-RE¥=H 1,000,000 0.465 0.460 463,240
May 2016 —E-R¥HHA 4,200,000 0.420 0.405 1,748,160
December 2016 ZE-RE+=ZA 2,832,000 0.440 0.420 1,213,840
Total st 15,520,000 7,074,262

B EXPTEEIN A NRAE KA
EBARMERE BOXHEEFAARF LH

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, redeemed or sold any of the

listed securities of the Company during the Year. FHHo
RESERVES #&
Details of movements in the reserves of the Company and the AKABIRAEBRAFEENREEEESFIE DR

Group during the Year are set out in note 42 to the financial ~ HR B BMERM T2 RiGEEREEHE -
statements and in the consolidated statement of changes in

equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2016, the Company’s reserves available for
distribution amounted to approximately HK$505.10 million,
representing the share premium account of the Company
of approximately HK$1,312.15 million less the accumulated
losses as at 31 December 2016 of approximately HK$807.05
million. Under the Companies Law, Cap. 22 (as amended)
of the Cayman Islands, the share premium account of the
Company is distributable to the shareholders of the Company
provided that immediately following the date on which the
dividend is proposed to be distributed, the Company will
be in a position to pay off its debts as they fall due in the
ordinary course of business. The share premium account may
also be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, sales attributable
to the largest customer of the Group amounted to
approximately 16.28% of the total sales for the Year and the
five largest customers of the Group accounted for 34.20% of
the Group's total sales for the Year.

For the year ended 31 December 2016, purchases
attributable to the largest supplier of the Group amounted
to approximately 51.38% of the total purchases for the Year
and the five largest suppliers of the Group accounted for
86.25% of the Group's total purchases for the Year.

None of the directors of the Company or any of their close
associates or any shareholders (which to the knowledge
of the directors own more than 5% of the total number
of issued shares of the Company) had any interest in the
Group's five largest customers and suppliers.
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DIRECTORS
The directors of the Company during the Year and up to the
date of this report were:

Executive Directors
Mr. Jiang Jianjun

Mr. Jiang Jiancheng
Mr. Ke Xionghan (appointed on 24 June 2016)

Mr. Li Jianging (retired on 24 June 2016)

Non-executive Directors
Ms. Ho Wing Yan
Ms. Zhang Yujie

Independent Non-executive Directors
Dr. Loke Yu

Mr. Li Xiaofeng

Mr. Ho Man Fai

In accordance with article 116 of the Company’s articles
of association, Mr. Jiang lJianjun, Dr. Loke Yu and Mr. Ho
Man Fai will retire by rotation and being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting. The term of office for the executive directors is
the period up to their retirement in accordance with the
Company'’s articles of association. The non-executive directors
and independent non-executive directors are appointed for a
period of three years.

In accordance with article 99 of the Company’s articles of
association, Mr. Ke Xionghan will retire and being eligible,
will offer himself for re-election at the forthcoming annual
general meeting.

DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the directors and senior management
of the Company are set out on pages 37 to 40 of this annual
report.
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DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Company which is not determinable by the Company within
one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company's board of directors with reference to directors’
duties, responsibilities and performance and the results of the
Group.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 38 to the financial statements, no
director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group
to which the Company or any of its subsidiaries was a party
subsisted at any time during the Year or at the end of the
Year.

MANAGEMENT CONTRACTS

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

There was no contract of significance between the Company
or any of its subsidiaries and a controlling shareholder or any
of its subsidiaries during the Year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EENROREERONERR LA
SHARES AND UNDERLYING SHARES

At 31 December 2016, the interests and short positions RIE—RNFE+_A=+—H FFERELRQ
of the directors in the shares and underlying shares of the B EEEEE (T RBANEEIEN ([
Company or its associated corporations (within the meaning & K HBE &) ) EXVER) B (D N A8 RE R 15 b 1
of Part XV of the Securities and Futures Ordinance (the — AiZ4EREE N HI S 186 E352(68 E A D A
“SFQ")), as recorded in the register required to be kept by BYRGFEZEELAM  iBE EHHE M e+
the Company pursuant to Section 352 of the SFO, or as sl FEsTAZEHITEELERS GV EESFL|
otherwise notified to the Company and the Stock Exchange (MfEE<FR| ) BRTMERNT MBS
pursuant to the Model Code for Securities Transactions by R RAAENT

Directors of Listed Issuers (the “Model Code”) as set out in

Appendix 10 to the Listing Rules, were as follows:

Long positions in ordinary shares of the Company: RAEAQBEBR Z2HRE:

Number of shares held,
capacity and nature of interest

BEROYE HFORERLE

Approximate

Directly Through percentage of
beneficially Through controlled the Company'’s
owned spouse corporation Total  issued shares
EARRATF
o) ERTRGZ
Name of directors BN ERELRER ERERE ZERHEE @t BRE L
Mr. Jiang Jianjun TRERE 242,460,000 5,840,000@  346,459,044® 594,759,044 12.73%
Mr. Jiang Jiancheng TR S 500,000 - - 500,000 0.01%
Mr. Ke Xionghan LB 5 A 1,000,000 - - 1,000,000 0.02%
Mr. Li Xiaofeng REELE 500,000 - - 500,000 0.01%
Mr. Ho Man Fai 3B 2,000,000 - - 2,000,000 0.04%
246,460,000 5,840,000 346,459,044 598,759,044 12.81%

Notes: P 5E -

(a) These 5,840,000 shares were held by Ms. Li Zhuoxun, the (a) 5%5,840,0000% f% 0 H T2 E e A A ER S
spouse of Mr. Jiang Jianjun. B THE-

(b) These 346,459,044 shares were held by King Wei Group (b) :%346,459,044 R R & B EE (h H)

(China) Investment Development Limited (“King Wei") KREBREAERAA([KE| ) HBEREH
as to 253,259,044 shares and China Silver Investments WEBRRARELAT([EWR])DREAE
Development Limited (“China Silver”) as to 93,200,000 253,259,044% £93,200,0000% o f1 PN AL 48 &
shares. As King Wei and China Silver were wholly owned ERMTREEREE2ERS Bt BRIEE
by Mr. Jiang Jianjun, Mr. Jiang Jianjun was deemed to be HNEAEER  TIEELRAWRAED FIRE
interested in the 253,259,044 shares held by King Wei and 48 #5 75 19253,259,044/% f% 7 KR ESRF A H
the 93,200,000 shares held by China Silver respectively by 93,200,000 P& P A fERS -

virtue of the SFO.

*  For identification purposes only * EBREF
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Long positions in share options of the Company: RELFBREZFE:
Number of
options directly
beneficially owned
BEEBEZEEZ
Name of directors BEEHS BREHE
Mr. Jiang Jianjun TLET AL 4,760,000
Mr. Jiang Jiancheng VA E 5t 21,500,000
Mr. Ke Xionghan 1] 1 ) o 10,000,000
Ms. Ho Wing Yan fAIEkRZ £ 2,000,000
Ms. Zhang Yujie NERZ L 10,000,000
Dr. Loke Yu B g I+ 2,500,000
Mr. Li Xiaofeng Rkl S 2,500,000
Mr. Ho Man Fai R S A 2,000,000
55,260,000

Save as disclosed above, as at 31 December 2016, none of B EXFIHEEEIIN R_ZT—X<F+ - A
the directors had registered an interest or short position in =+ — 8 & & S E R A D 7] 5 H (T o] 155
the shares and underlying shares of the Company or any of  SAE Z J&D R ABEIMDF - A RIEE S KL
its associated corporations that was required to be recorded — E 1§ 53521678 T a8k - kiR B F % ~F A A
pursuant to Section 352 of the SFO, or as otherwise notified ~ BTG ARG MBI 2 I SAR -

to the Company and the Stock Exchange pursuant to the

Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ FTERREEMATRARG REBERG
INTERESTS IN SHARES AND UNDERLYING SHARES e

At 31 December 2016, the following interests in shares or RZE—RNFE+_A=1+—H UTRAERQA
underlying shares of 5% or more of the issued shares of the 2R A B RE D sk B R AT {95 % 3k LA o fE
Company were recorded in the register of interests required HERENARNTIIEEB A5 N E (&M F336
to be kept by the Company pursuant to Section 336 of the EmMEENEREMmN:

SFO:
Long positions: HE:
Number of Approximate
ordinary shares percentage of
Capacity and or underlying the Company’s
Name nature of interest shares held issued shares
EFEEEBERDS HARQATERT
HE BB B RESEME HEROHE ROZBHLNBEDL
Beidahuang (HK) International Beneficial owner 660,000,000 14.13%
Trade Co., Limited
IR (BB EBRESZERAR EmBEEA
EEIEAERILLATEEER Interest of controlled corporation 660,000,000@ 14.13%
BERETRFA S EE R
BRI AREEEERANT Interest of controlled corporation 660,000,000@ 14.13%
SR B
Li Zhuoxun Beneficial owner 5,840,000 0.13%
L ER)) E=EAA
Interest of spouse 593,679,044® 12.71%
fic (5 1

68 China Beidahuang Industry Group Holdings Limited
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Number of Approximate
ordinary shares percentage of
Capacity and or underlying the Company’s
Name nature of interest shares held issued shares
BFEEEBERD HAEARSRIT
mE BB S REEME HEROEE ROZBABEIL
Able Turbo Enterprises Limited Beneficial owner 225,783,474 4.83%
E=EAA
Interest of controlled corporation 154,396,526 3.31%
P EE s
Chen Hua Interest of controlled corporations 380,180,000@ 8.14%
Bk 2 P A E s
Li Xianggen Interest of controlled corporations 380,180,000@ 8.14%
MR P A E s
King Wei Group (China) Investment  Beneficial owner 253,259,044 5.42%
Development Limited
KEREE (PRHEKREER EnEAA
BRAHA
Notes: P&k

(a) These 660,000,000 shares were held by Beidahuang (HK) (a) #%660,000,0000% f&% 15 B4 K5 (B8 ) BB

International Trade Co., Limited, which was wholly owned BESERARFE -LLAR (FB)BHEES
by BEIERZEILARHEEEBREML QA which in ERARABERTIEZBILAREEEEER
turn was wholly owned by BgE) Tt KFT BB EEA N A]. EARREZEHE MBEEIRBIARSE
Accordingly, each of B/ I BRI ANHELEERET EEEEREFAFAREILILRTRES
A7) and BETIATREEEBE B AT was deemed to HanmzEna BHit REEFLPE
be interested in the 660,000,000 shares held by Beidahuang GH BEIRBIATHESEBREM
(HK) International Trade Co., Limited by virtue of the SFO. NA N BETIATREREE AR YR

BRIEAR (BB BERESERAREFE
2660,000,0000% f& 17+ # A #E o

TELARELEERERERAT 609
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(b) These 593,679,044 shares and underlying shares were held
by Mr. lJiang Jianjun (“Mr. Jiang”), the spouse of Ms. Li
Zhuoxun, as to 242,460,000 shares and 4,760,000 share
options, King Wei Group (China) Investment Development
Limited (“King Wei"”) as to 253,259,044 shares and China
Silver Investments Development Limited (“China Silver”) as
to 93,200,000 shares. As King Wei and China Silver were
wholly owned by Mr. Jiang, Mr. Jiang was deemed to be
interested in the 253,259,044 shares held by King Wei and
the 93,200,000 shares held by China Silver respectively by
virtue of the SFO. Accordingly, Ms. Li Zhuoxun was deemed
to be interested in the shares and the underlying shares held
by Mr. Jiang, King Wei and China Silver by virtue of the SFO.

(@) These 154,396,526 shares were held by China Food and
Beverage Group Limited (“China Food”), which was wholly
owned by Able Turbo Enterprises Limited (“Able Turbo").
Accordingly, Able Turbo was deemed to be interested in the
154,396,526 shares held by China Food by virtue of the SFO.

(d) These 380,180,000 shares were held by Able Turbo as to
225,783,474 shares and China Food as to 154,396,526
shares. As China Food was wholly owned by Able Turbo,
Able Turbo was deemed to be interested in the 154,396,526
shares held by China Food by virtue of the SFO. As Able
Turbo was 60.31% owned by Mr. Chen Hua and 39.69%
owned by Mr. Li Xianggen, each of Mr. Chen Hua and Mr. Li
Xianggen was deemed to be interested in the shares held by
Able Turbo and China Food by virtue of the SFO.

Save as disclosed above, as at 31 December 2016, no person,
other than the directors of the Company whose interests
are set out in the section headed “Directors’ Interests and
Short Positions in Shares and Underlying Shares” above,
had registered an interest or short position in the shares or
underlying shares of the Company that was required to be
recorded pursuant to Section 336 of the SFO.

*  For identification purposes only

China Beidahuang Industry Group Holdings Limited
Annual Report 2016

(0)

54593,679,0440% f% (h M AHEE IR H BRI EE
A (Ikh4E] ARSI ZITHRB)EE
242,460,000% % 17 %2.4,760,00017 5 I 4 -
KEEE (FEEEERBRAA (4
42 ) BE75253,259,044/% % 19 I FE SR = B %
EERERAMRAA* ([#R])H F93,200,000
REREn - BRI IERERR T AT 2 ERE
Bt RIEFAHERBEES T EERRAD
R R 4E 575 #9253,259,044R% % 10 K Z2 iR 45
B 1993,200,0000% % 1 A #E %S o Bt » 1R
BEHFRBEGD RE LT WG ARL
St E R ERFEORD RAABRD S
B -

154,396,526/ i 17 B H1 B B dn R mm 4R
BRAF([FERMIDFBFAE MAPEER
§h B Able Turbo Enterprises Limited ([Able
Turbo )2 EHEH ML - BEEHFLEE
16451 - Able Turbo® R &M Bl R m #5A &Y
154,396,526 I fn R HE B #45 »

5%380,180,000% i 17 B3 Able Turbo¥F &
225,783,474/ 2 B R fn% B 154,396,526
B e R E R @ Able Turbo2 B A » #
RIEES M HAE KD Able Turbotf 17 AR
Bl R G5B #154,396,526 8% i 1) o A 1
%o BN Able Turborh FREE 5L A H60.31%
2SR RZEAIR A EREB39.69% - IR
BEHFRBEGD RESERTARLTAE
EBWR AR Able TurbokHh R BEA D
BRI

B EXPAEEIN RZT—RFE+_A=+—
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SHARE OPTION SCHEME R

The Company operates a share option scheme (the ARATIHRAE—BERESSZ ([Z:18]) 5
“Scheme”) for the purpose of providing incentives and EAERBEEARNEBFMEEERISES
rewards to eligible participants for their contribution to, and HRENEFF FIZHEE) R IEE o %5 2R
continuing efforts to promote the interests of, the Group. The —EF+EFERA = BEREY BIEC E
Scheme was adopted on 23 May 2007 and, unless otherwise M EREIT DRI B ZBRI0EN—H AL
cancelled or amended, will remain in force for 10 years from WMo BB R E— S ER T EREN
that date. Further details of the Scheme are disclosed in note 32N EE o

32 to the financial statements.

The following table discloses movements in the Company'’s TEBEEFRNKRITENARD T BEIGEE
share options outstanding during the Year:

Number of share options
BREHE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December  share Exercise period of Adjusted
participant 2016 the Year® the Year the Year the Year the Year 2016 options®  share options exercise price®
RZB-RE RZB-RF BRE e/ S8%
SRELZNER -B-8 ERAEY AR ERfTE EREH ERXM TZEZt-R RUAHY BRECESD fTEEY
HKS per share
SRET
Directors
Ez
Mr. Jiang Jianjun 50,000 50,000 - - - - 100,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
IRERE 915,000 915,000 - - - - 1,830,000  24-07-15 24-07-15-23-07-18 2.060/1.030
457,500 457,500 - - - - 915,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
457,500 457,500 - - - - 915,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17-13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
1,880,000 1,880,000 1,000,000 - - - 4,760,000
Mr. Jiang Jiancheng 250,000 250,000 - - - - 500,000 23-07-14 23-07-15-22-07-17 0.754/0.377
IRMEE 5,000,000 5,000,000 - - - - 10,000,000 24-07-15 24-07-15-23-07-18 2.060/1.030
2,500,000 2,500,000 - - - - 5,000,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
2,500,000 2,500,000 - - - - 5,000,000  24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
10,250,000 10,250,000 1,000,000 - - - 21,500,000
Mr. Ke Xionghan - - 3,000,000 - - - 3,000,000 14-10-16 01-07-17 - 13-10-19 0.436
AEBEE - - 3,000,000 - - - 3000000 14-10-16  14-10-17-13-10-19 0.436
= = 4,000,000 = - = 4,000,000 14-10-16 14-10-18 - 13-10-19 0.436
= - 10,000,000 = - - 10,000,000
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Number of share options
BREHE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December share Exercise period of Adjusted
participant 2016 the Year" the Year the Year the Year the Year 2016 options?  share options exercise price®
RIB-XE RIB-XE BRE TEE/ S
SREEZNER -A-H FRHEY FRRH FRTE FREHE ERAM t=A=t-8 RHUAHY BRECED TEREY

HKS per share
GRET
Ms. Ho Wing Yan 250,000 250,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 2.060/1.030
[PElS 125,000 125,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436

500,000 500,000 1,000,000 - - - 2,000,000
Ms. Zhang Yujie - - 3,000,000 - - - 3,000,000  14-10-16 01-07-17 - 13-10-19 0.436
NEARL - - 3,000,000 - - - 3,000,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 4,000,000 - - - 4,000,000 14-10-16 14-10-18 - 13-10-19 0.436

- - 10,000,000 - - - 10,000,000
Dr. Loke Yu 250,000 250,000 - - - - 500,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
BEMHEL 250,000 250,000 - - - - 500,000 24-07-15  24-07-15-23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436

750,000 750,000 1,000,000 - - - 2,500,000
Mr. Li Xiaofeng 250,000 250,000 - - - - 500,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
PREE 250,000 250,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436

750,000 750,000 1,000,000 - - - 2,500,000
Mr. Ho Man Fai 250,000 250,000 - - - - 500,000 24-07-15 24-07-15 - 23-07-18 2.060/1.030
WXBRE 125,000 125,000 - - - - 250,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436

500,000 500,000 1,000,000 - - - 2,000,000

14,630,000 14,630,000 26,000,000 - - - 55,260,000
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Number of share options
BREHE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December  share Exercise period of Adjusted
participant 2016 the Year" the Year the Year the Year the Year 2016 options?  share options exercise price®
RIB-XE RIB-XE BRE e/ SR
SREEZHER -A-H FRERY  EREM FRTE FREHE EREXM t=A=t-8 RHUAHY BREGED k@Y
HKS per share
GRET
Ex-director?
HMESC
Mr. Li Jianging 2,500,000 2,500,000 - - - (5,000,000) - 24-07-15 24-07-15-23-07-18 2.060/1.030
ZRERE 1,250,000 1,250,000 - - - (2,500,000) - 24-07-15 24-07-16 - 23-07-18 2.060/1.030
1,250,000 1,250,000 - - - (2,500,000) - 24-07-15 24-07-17 - 23-07-18 2.060/1.030
5,000,000 5,000,000 - - - (10,000,000) -
Other employees
HibfEs
In aggregate 1,000,000 1,000,000 - (2,000,000) - - - 23-07-14 23-07-14 - 22-07-16 0.754/0.377
B 2,000,000 2,000,000 - - - - 4,000,000 23-07-14 23-07-15-22-07-17 0.754/0.377
2,050,000 2,050,000 - - - - 4,100,000  24-07-15 24-07-15-23-07-18 2.060/1.030
1,025,000 1,025,000 - - - - 2,050,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
1,025,000 1,025,000 - - - - 2,050,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 17,250,000 - - - 17,250,000  14-10-16 01-07-17 - 13-10-19 0.436
- - 17,250,000 - - - 17,250,000  14-10-16 14-10-17 - 13-10-19 0.436
- - 23,000,000 - - - 23,000,000 14-10-16 14-10-18 - 13-10-19 0.436
7,100,000 7,100,000 57,500,000 (2,000,000) - - 69,700,000
Consultants
B
In aggregate 4,500,000 4,500,000 - (9,000,000) - - - 23-07-14 23-07-14 - 22-07-16 0.754/0.377
B 16,500,000 16,500,000 - - - - 33,000,000 23-07-14 23-07-15-22-07-17 0.754/0.377
85,000,000 85,000,000 - - - (120,000,000 50,000,000 ~ 24-07-15 24-07-15-23-07-18 2.060/1.030
42,500,000 42,500,000 - - - (60,000,000 25,000,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
42,500,000 42,500,000 - - - (60,000,000 25,000,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 37,950,000 - - - 37,950,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 37,950,000 - - - 37,950,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 50,600,000 - - - 50,600,000 14-10-16 14-10-18 - 13-10-19 0.436
191,000,000 191,000,000 126,500,000 (9,000,000) - (240,000,000) 259,500,000
217,730,000 217,730,000 210,000,000 (11,000,000 - (250,000,000 384,460,000
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Notes to the table of share options outstanding during the Year:

(a

The vesting period of the share options is from the date of
grant until the commencement of the exercise period.

Adjustment was made as a result of the bonus issue of
shares of the Company on the basis of one bonus share of
the Company for every one existing share of the Company
on 7 January 2016.

Mr. Li Jianging retired as an executive director of the
Company on 24 June 2016.

The closing price of the Company's shares immediately
before the date on which the share options were granted

FRRTT 0B AR D R P = -

(a)

BRENBBEHARRLABEESTEY
Fa R L

BEDEARAR =T <F—ALARS
HE—BARARERGEE —RCRZ 2
RATALRRATT (R o

FRERENZ—RFRAZTOARE

ARRIZPITEF

FA REEZERERTEERDRN AQ7K
W EAESR042EB T

during the Year was HK$0.42 per share.

FR REEZEREETEEDR  AQ7A
f&tn 2 hnigeFE B U E B EAR0.398 T

(e) The weighted average closing price of the Company's shares (e)
immediately before the date on which the share options
were exercised during the Year was HK$0.39 per share.

FR - ANEE B ERE R ER 427,851,000
T (ZZ— 4 80,287,000/ 7T °

The Group recognised a share option expense of
approximately HK$27,851,000 during the Year (2015:
HK$80,287,000).

EECAIFRMRLDERER XL ERER
HzEBE(ER-BEAMEEEHRLUAHE)

The directors have estimated the values of the share options
granted during the Year, calculated by using the binomial
option pricing model as at the date of grant of the options:

Theoretical
value of

Number of
options granted

Grantees during the Year share options
FRRH

AR A BREHE BREZREERE

HK$

BT
Mr. Jiang Jianjun TETERE 1,000,000 164,173
Mr. Jiang Jiancheng TR 1,000,000 164,173
Mr. Ke Xionghan o] HE ) 52 A 10,000,000 1,642,726
Ms. Ho Wing Yan Ak IR &+ 1,000,000 164,173
Ms. Zhang Yujie MERZE 10,000,000 1,642,726
Dr. Loke Yu B g ARiE 1,000,000 164,173
Mr. Li Xiaofeng BRI S A 1,000,000 164,173
Mr. Ho Man Fai A B & 1,000,000 164,173
Other employees HiES 57,500,000 9,275,752
Consultants A 126,500,000 20,767,835

China Beidahuang Industry Group Holdings Limited
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The binomial option pricing model is a generally accepted
method of valuing options. The significant assumptions used
in the calculation of the values of the share options are set
out in note 32 to the financial statements. The measurement
dates used in the valuation calculations were the dates on
which the options were granted.

The values of share options calculated using the binomial
model are subject to certain fundamental limitations, due to
the subjective nature of and uncertainty relating to a number
of assumptions of the expected future performance input
to the model, and certain inherent limitations of the model
itself. The value of an option varies with different variables of
certain subjective assumptions. Any change to the variables
used may materially affect the estimation of the fair value of
an option.

Save as disclosed above, at no time during the Year were
rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any of
the directors or their respective spouses or children under
18 years of age, or were any such rights exercised by them;
or was the Company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights in
any other body corporate.

CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

Details of the connected transactions are disclosed in note 37
to the financial statements.

During the Year, the Group's bank loan of HK$43,997,000
(2015: HK$54,910,000) was secured by properties held by
Linxianghuayin Properties Investment and Development Co.,
Ltd. (FRMEERE X EER AR AF]), a related party of
the Group, and guaranteed by Mr. Jiang Jianjun and Mr. Jiang
Jiancheng, directors of the Group, Linxianghuayin Properties
Investment and Development Co., Ltd., Ningxia West Bright
New Resource Technology Company Limited, Harbin China
Distillery Company Limited and the Company.
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t

HERSERERS

%

BB B BRI B MR M E37THE -

FA-AREEIRITE 43,997,000 7T (=
T—HF 54,910,000/ 7T ) ARRZEIR B %1%
BRRERAR (AEEMNBEEAL) IFEH
MIEERE THAEBEERTEELERT
BRGE BRHEREEREERBRAA
BERBAEEHERSTRMABRAR AE
EREBBEAR AT NRARBEER-
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Besides, during the Year, the Group paid HK$268,713
as rental to Guangzhou Tian Tian Friendship Co., Ltd.
("Guangzhou Tian Tian”) for the warehouse services in the
PRC. The Group also paid HK$70,140 as rental to Shenzhen
Jianlai Industrial Co., Ltd. (“Jianlai”) for 2 office premises in
the PRC.

Mr. Jiang Jianjun (an executive director, the chairman and
a substantial shareholder of the Company) and Mr. Jiang
Jiancheng (an executive director of the Company) are
directors of Guangzhou Tian Tian.

Mr. Jiang Jianjun and Mr. Jiang Jiancheng are shareholders of
Jianlai.

Accordingly, the transactions contemplated under the
above agreements were continuing connected transactions
for the Company under the Listing Rules. However,
since these continuing connected transactions were de
minimis transactions, they were exempted from reporting,
announcement and independent shareholders’ approval
requirements.

Set out below is information in relation to connected
transactions which were disclosed in the Company’s
announcements and are required under Chapter 14A of the
Listing Rules to be included in this annual report.

China Beidahuang Industry Group Holdings Limited
Annual Report 2016
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On 13 May 2015, the Company entered into a framework
agreement (“Framework Agreement”) with Heilongjiang
Nongken Beidahuang Business Trade Liability Group Co., Ltd
(the “Supplier”) and its subsidiaries (the “Supplier Group”)
in relation to the supply of green and organic food products
including but not limited to corn, cooking oil, and cereals
and oils. The Supplier is the holding company of Beidahuang
Marketing Co. Ltd. which is a substantial shareholder of
Shenzhen Beidahuang Green Food Distribution Limited (a
non-wholly owned subsidiary of the Company). Thus, the
Supplier Group is a connected person of the Company
and the transactions contemplated under the Framework
Agreement constitute continuing connected transactions for
the Company under Listing Rules.

Annual review of continuing connected transaction

The proposed annual cap for transactions contemplated
under the Framework Agreement for the year ended 31
December 2016 is RMB950,000,000 as disclosed in the
announcement of the Company dated 13 May 2015.

The independent non-executive directors of the Company
have reviewed the above continuing connected transactions
and confirmed that the transactions have been entered into:

a) in the ordinary and usual course of business of the
Group;

b) on normal commercial terms; and
Q) according to the agreement governing them on terms

that were fair and reasonable and in the interests of
the shareholders of the Company as a whole.

REPORT OF THE DIRECTORS
EEEHE

RZZE-REFLA+T=A KARAFEEEITE
BIARRHEEERRETLR ([HERF])
REMBAR (5 HEHSE])FTIER
Wk ([MERWZ]) WA ABHESEAKRR
e BREMNERELR RABEBRERR
HE e R S AR E HIR D B IR A BME
Bendl - Mt K2 B m AR AR ARYIL
FRERMEXEGRAR (RARAFRNIEEE
MIEAR)MERRR - Fut HEREERA
NAEMBEATL RIEEWRA ERBZER
THETZZIBRARRNFHERERS -

FEREXSZNFEEH
HOAARBEHA—_S—RERAT=RA22A
HEE S22 —A"F+_A=+—81
FE-ERBRBENTRET IR INERFE
IR A AR%950,000,0007T °

ARRNBIFAITESCEMN AR ERE

RPUHERZERS]Y:

a) RAEEN-REBEXRBKEREPA

<

b)  REFBEERMERTL: K

0 KRERZRINERBENEATE
13 B4 A AR A AR BB FIE R
17 o

TELAREELERERERAT  //

2016 &£ 3§




78

REPORT OF THE DIRECTORS
EEEHRE

For the purpose of Rule 14A.56 of the Listing Rules, the
Company's auditor, CHENG & CHENG LIMITED, has been
engaged to report on the continuing connected transactions
for the year ended 31 December 2016 in accordance with
Hong Kong Standard on Assurance Engagement 3000
“Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” and with reference
to Practice Note 740 "Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued its unqualified
letter containing its findings and conclusions in respect
of the continuing connected transactions of the Group in
accordance with Rule 14A.56 of the Listing Rules. The auditor
has confirmed the above continuing connected transactions
as follows:

1. nothing has come to its attention that causes it to
believe that the disclosed continuing connected
transactions have not been approved by the
Company’s board of directors;

2. for transactions involving the provision of goods
or services by the Group, nothing has come to its
attention that causes it to believe that the disclosed
continuing connected transactions were not, in all
material respects, in accordance with the pricing
policies of the Group;

3. nothing has come to its attention that causes it to
believe that the disclosed continuing connected
transactions were not entered into, in all material
respects, in accordance with the relevant agreements
governing such transactions; and

4. with respect to the aggregate amount of the
continuing connected transactions, nothing has come
to its attention that causes it to believe that the
continuing connected transactions disclosed above
have exceeded the annual cap made by the Company.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of the directors, at least
25% of the Company’s total number of issued shares was
held by the public as at the date of this report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

At 31 December 2016, none of the directors was interested
in any business, apart from the Group’s business, which
competes or is likely to compete, either directly or indirectly,
with the business of the Group.

AUDITOR

CHENG & CHENG LIMITED will retire and, being eligible, offer
themselves for re-appointment. A resolution to re-appoint
CHENG & CHENG LIMITED as the auditor of the Company
will be proposed at the forthcoming annual general meeting.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme and the Subscription
announced on 1 November 2016, the Company has not
entered into any equity-linked agreement during the Year.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The Group is committed to contributing to the sustainability
of the environment and maintaining a high standard
of corporate social governance essential for creating a
framework for motivating staff, and contributes to the
community in which we conduct our businesses and creating
a sustainable return to the Group.
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RELATIONSHIPS WITH EMPLOYEES

Employees are one of the most important assets and
stakeholders of the Group, their contribution and support are
values at all times. The Group regularly reviews compensation
and benefits policies accordingly to industry benchmark
as well as the individual performance of employees. Share
options are granted to retain loyal employees with the aim
to form a professional staff and management team that can
bring the Group to different levels of success.

The Group encourages its staff to participate in external
seminars and lectures to keep abreast of changes and
updates on areas of legal, compliance, financial accounting
and reporting, and market industry practices. Through these
types of training, we believe that the Group can increase
its efficiency and productivity while in general, the risk and
uncertainties of the Group can be reduced.

The Company encourages continuous professional
development training for the directors and senior
management to develop and refresh their knowledge and
skills which includes seminars and workshops, updates on
regulatory requirements and development and corporate
governance practices.

HEALTH AND SAFETY
The Group strives to provide a healthy and safe working
environment to the employees.

ENVIRONMENT PROTECTION

Conservation of the environment is a key focus for the
Group. The Group complies with environmental legislation,
encourages environmental protection and promotes
environmental protection awareness to all employees of the
Group.
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COMMUNITY INVOLVEMENT

The Group is committed to participating in community events
from time to time, and to the improvement of community
well-being and social services. The Group supports and
encourages staff to actively participate in a wide range of
charitable events outside working hours, to raise awareness
and concern for the community, and to inspire more people
to take part in serving the community.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group has adopted compliance and risk management
policies and procedures, and members of the senior
management are delegated with the continuing responsibility
to monitor adherence and compliance with all significant
legal and regulatory requirements.

As far as the Company is aware, it has complied in material
respects with the relevant laws and regulations that have
a significant impact on the business and operation of the
Company and its subsidiaries.

INDEMNITY OF DIRECTORS

A permitted indemnity provision that provides for indemnity
against liability incurred by directors and other officers of the
Group is currently in force and was in force throughout the
year ended 31 December 2016.

On behalf of the Board

Jiang Jianjun
Chairman

Hong Kong, 24 March 2017
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INDEPENDENT AUDITOR’S REPORT
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CHENG & CHENG LIMITED
@ CERTIFIED PUBLIC ACCOUNTANTS
Wom & F OMOF OB A W A A

10/F., Allied Kajima Building,
138 Gloucester Road, Wanchai, Hong Kong

To the members of CHINA BEIDAHUANG INDUSTRY
GROUP HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
CHINA BEIDAHUANG INDUSTRY GROUP HOLDINGS LIMITED
(the “Company”) and its subsidiaries (“the Group”) set
out on pages 92 to 223, 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 (“HKICPA"”) and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

INDEPENDENT AUDITOR’S REPORT
B 2B S

BREZER
BRREZEFRASRBERMNFEEALE R5Y
AHHE AV BHRRNERRASERNFH %
EEHRERMNERZEEBG AV BHRERMHNA
ERABETREN RMATEHZERHEER
BEBFER-

our opinion thereon, and we do not provide a separate

opinion on these matters.

Key Audit Matter
HREZER

How the matter was addressed in our audit

BEMHWERNAEZER

Acquisition of subsidiaries

Y REHTE 2 7]

FOHARAMBRRMEIS

Refer to note 33 in the consolidated financial statements

In March 2016, the Group completed the
acquisition of 51% equity interest in Fujian Fang
Run Construction Group Company Limited and
Shenzhen Tronsin Illuminating Technique Limited
for a consideration of RMB50 million and RMB35
million respectively which are engaged in construction
business.

RZZE-—XREF=ZH EXEEIHIUAREBEARK
50,000,0007T f2 A R #35,000,0007T Se A U IB 1R 2 A
HERREEAR AR MRYITAILERAREER
RAZS1 %R BN FRRER -

In August 2016, the Group completed the acquisition
of 70% equity interest of A1 1L RBKEEEER A A
at a consideration of RMB46 million which is engaged
in tourism business.

RZE-—RFNA EEEUREBEAREK
46,000,000 T SEA U R LU T R KB B FR A R]Z
70%M%HE - Z R E IR

In October 2016, the Group completed the acquisition
of 100% equity interest of &I T EMIKXEEEGR
2 A] which held 55% each of 3 Beijing subsidiaries at
a consideration of RMB48 million which are engaged
in renting of office premises.

RZE-—RFT+HA EEEUREBEARYK
48,000,000 e MR R YT R ANIRE R AR A A
Z100% A% - Z AR AR ERER S
R EARI® B Z55% 5 °

Our procedures in relation to the acquisitions
included:

BFIBERKE 2R

- evaluation of the independent external valuers’
competence, capabilities and objectivity;

- MBI INER G ER 2 EE - B R R B

- reviewing the appropriateness of the
acquisition accounting applied, including the
timing at which control was deemed to have
passed;

- WETERZWESHREZEE L  BREE
HARVE D iR 2 B

- reviewing and considering the appropriateness
of the fair values ascribed to assets and
liabilities of the acquired business; and

- A NERWBEKcEENBBRETZ
N EZEEN: &
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Key Audit Matter
HREZER

How the matter was addressed in our audit

BEMWERNAEZER

Acquisition of subsidiaries (continued)

W rElR & 2 A ()

FOHAREMBRRMEII(E)

Refer to note 33 in the consolidated financial statements (continued)

Significant judgement has been exercised by
management in establishing the initial estimates of
the fair values of the identifiable assets acquired
and liabilities assumed together with the goodwill
arising on acquisition in preparing their purchase
price allocation. The Group engaged an independent
external valuer to assist in the valuation of the
goodwill arising.
EEEREHMAEBR BN EENAEAGBZ
ARFEARRGREEABEEIRRWBMELEZS
B2 OHEFHRTEERA G BEEEEE -2
SZONEB A (B BT LA 15 BY &Y ik P A 2 P 2 o

- challenging the assumptions in the valuation

report supporting goodwill with the
independent external valuer.

- BBV MBI ERE RSB 2 A ERET

Z AR

We also considered the adequacy of the related
disclosures in the notes to the consolidated financial
statements.
BPMERGEaMBRERMTFEREIELEHN A
B EE -
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Key Audit Matter
HARERER

How the matter was addressed in our audit

BEMWERNMEZER

Gooawill
S

Refer to note 18 in the consolidated financial statements

BESHSEMKHRKRMETS

The Group has goodwill of HK$87 million relating to
the acquisitions of subsidiaries during the year.
EEERFAEERABEUBHBAR ZEE
87,000,000/% 7T °

On an annual basis, management are required to
perform an impairment assessment for goodwill,
these assessments involve signifiant management
judgment in the application of valuation models and
assumptions.

REREE BEEBARHEETREN G ZFNE
BREBEBRERMGERRX MBREIEL ZEKRH

B o

As a consequence, there is a greater risk of
misstatement in these balances, either by fraud or
error, including through the potential override of
controls by management.

Eitt ZE#EAKTPHRRFRER (BEEREEE
AIREE BT 2 ) FERA 2 Rt E kR

Management has concluded that there is no
impairment in respect of the goodwill. This conclusion
was based on a value in use model that required
significant management judgment with respect to
the discount rate and the underlying cash flows, in
particular future revenue growth.

ERECE T MEAREREZRE ZEwmIIIRIE
FEARBERASLH EhPLERERYMEXLIA
B eRE (CHEARKRKRIER) EREAHE-

Our procedures in relation to management’s
impairment assessment included:

HMEBEEEEREN G ZEFEE:

- evaluation of the independent external valuers’
competence, capabilities and objectivity;

- MBI INER L ER 2 EE - B R BB

- assessing the valuation methodology in the
valuation report supporting goodwill with the
independent external valuer;

- BB SN ERD AT S R B 2 E RS T
ZEERE:

- challenging the reasonableness of key
assumptions based on our knowledge of the
business and industry; and

- REXFELRITEABERERBRESAE
M

- reconciling input data to supporting evidence,
such as approved budgets and considering the
reasonableness of these budgets.

- W ASIRETFRE SN EZEE
NEEBZERERREAE -
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Key Audit Matter
HREZER

How the matter was addressed in our audit

BEMWERNAEZER

Other intangible assets

At #IE & E

BESHSEMBEHRERMET9

Refer to note 19 in the consolidated financial statements

Other intangible assets included trademarks and
contract.

HBELEERRRAENREL -

Management has concluded that there is no
impairment in respect of the intangible assets.
This conclusion was based on a value-in-use
calculation with reference to a valuation performed
by an independent valuer that required significant
management judgment with respect to the discount
rate and the underlying cash flows, in particular future
revenue growth.”

ERECHETMEABRBLEE ZRE- &%ﬁﬁ%
ZEMAGEMET 2 HMEREAEERFE -
$%&ﬁﬁﬁﬁ%%ﬁwﬁﬁ@ﬁéﬁi(tﬂmi
M I8 ) 1F B R HI T -

Our procedures in relation to management’s
impairment assessment included:

HPMEEEEEREN G ZEFERE:

- evaluation of the independent external valuers’
competence, capabilities and objectivity;

- AHEEM SN R ER 2 B - e R EBIE

- assessing the valuation methodology in the
valuation report supporting goodwill with the
independent external valuer;

- BE S SN (E AR AT S R B 2 i E RS T
ZAEERE:

- challenging the reasonableness of key
assumptions based on our knowledge of the
business and industry; and

- BREBEXEBRITEARE REAREBRRE
M

BRE:

- reconciling input data to supporting evidence,
such as approved budgets and considering the
reasonableness of these budgets.

- YLt ABUR ST IRE  flSsEZ BE
NERZEREREEEE -
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Key Audit Matter
HARERER

How the matter was addressed in our audit

BEMWERNMEZSER

Revenue recognition for construction contracts

BREKZ Wa i

Refer to note 5 in the consolidated financial statements

FESREE M B RERMEES

For construction companies there is considerable
judgement in assessing the appropriate contract
revenue and margin to recognise.
MRBERFME R HEE S QKGR F
/R HETT K8 2T -

27) 40 AN
Rize

Revenue and margin are recognised based on the
stage of completion of individual contracts, calculated
on the proportion of total costs at the reporting date
compared to the estimated total costs of the contract.
Woas Mg & PME B & KR R e I BERR - IARRE B
B EEET & Q@R AR Z L HIEtH

This involves the assessment of the valuation of work
performed, the completeness and accuracy of forecast
costs to complete; and in turn the evaluation of the
related receivables and liabilities at each reporting
date.

WES T HETZHELE RS T TR INAE
BN RAEM T ERSRE B2 B EER
BREE

Our procedures in relation to the revenue recognition
included:

BB K SR 2T B!

- reviewed the terms and conditions of the
contracts involved and examined whether
the revenue and costs were recognized in
accordance to HKAS 11;

- EDS M2 B K 2 AR R AR I i & W s o X
AEERBEEFBEGTERE 1158 T AR

- validating the construction costs incurred to
date to estimated total costs of contracts; and

- MBEZSHFTANEREAZ BEFRBERSE:
M

- validating the estimated total costs of contracts
to the main sub-contractor agreements and
other supporting documents to assess the
appropriateness of the estimated costs of
contracts

- METZ0 BRI mE &AM S 2B E
WERAAT AT AR EARREE
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

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 THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the
HKICPA and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, the
directors are responsible for assessing the Group's ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either intend
to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group's
financial reporting process.

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. 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:

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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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
the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

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.

China Beidahuang Industry Group Holdings Limited
Annual Report 2016
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INDEPENDENT AUDITOR’S REPORT

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

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

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our 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.

CHENG & CHENG LIMITED
Certified Public Accountants

Hong Kong, 24 March 2017

Chan Shek Chi
Practising Certificate number P05540
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CONSOLIDATED STATEMENT OF PROAT OR LOSS AND OTHER COMPREHENSIVE INCOVIE
GREREREMEEBRARE

Year ended 31 December 2016
HE-_T—RF+_A=+—HILFE

2016 2015
Notes HK$'000 HK$'000
B 5 FHET FET
Continuing operations BEKSEXEK
Revenue A 5 654,843 785,700
Cost of sales $HE AN (587,971) (775,079)
Gross profit E7 66,872 10,621
Other income and gains H A R Wz 5 51,359 99,612
Selling and distribution expenses $HE RO HA X (7.338) (14,236)
Administrative expenses TR X (100,513) (108,057)
Profit/(loss) from operation KESEF (B18) 10,380 (12,060)
Finance costs DN 7 (6,933) (10,115)
Share of profit of associates paK Ly /NIb | 1,380 2,113
(Loss)/gain on disposal of subsidiaries — H &M B AR Z
(E518) Wz 34 (1,603) 624
Profit/(loss) before tax BREADRF, (EE) 6 3,224 (19,438)
Income tax credit/(expenses) Frie®idEe, (%) 10 5,353 (22,421)
Profit/(loss) from continuing operations 43548 4% & ¥ 1%
wm A (&) 8,577 (41,859)

Discontinued operations %ﬂ:@‘ﬁ Y
Profit from discontinued operations, IR CEAE

net of tax /mﬂ (BR#iE) 26 - 56,751
PROFIT FOR THE YEAR NEJE 5 F 8,577 14,892
Other comprehensive loss Hth2HEEE
ltems that may be reclassified HigrlgeEFHEE

subsequently to profit or loss: Bz IEE
Release of exchange differences upon & & A &) B & O]

disposal of subsidiaries PE 5 = &a (227) (5,339)
Exchange differences arising on BMERBINEBEEZ

translation of foreign operations MEH ZERE (93,652) (44,643)
Total comprehensive loss for the year ~ AFEE 2 HEBLEE (85,302) (35,090)
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Annual Report 2016




CONSOLIDATED STATEMENT OF PROAT OR LOSS AND OTHER COMPREHENSIVE INCOME

REBRERkHEMZEBARE

Year ended 31 December 2016
BE_ZT—XRE+_-_A=1+—BLLFE

2016 2015
Notes HK$'000 HK$'000
B 5 FET FET
Profit/(loss) attributable to: T3 EMAEF, (EE)
Owners of the parent BRRHEAA 7,217 19,412
Non-controlling interests FEVERR B 1,360 (4,520)
8,577 14,892
Total comprehensive (loss)/income T3 EEEME
attributable to: (B8) WAz :
Owners of the parent IS/NEIETZEN (85,326) (30,170)
Non-controlling interests FEVERR B = 24 (4,920)
(85,302) (35,090)
EARNINGS/(LOSS) PER SHARE B QR ERE
ATTRIBUTABLE TO ORDINARY BB ARG
EQUITY HOLDERS OF THE PARENT gREF, (E8)
Basic and diluted EARR#E 12
From continuing and discontinued REFERKIEEE
operations EF HKO.15 centsi#fll  HKO.51 centsifll
From continuing operations RERBBECEER HKO.15 cents®fll  HK(0.98) centsiZ
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEeBERRE
31 December 2016
—E-XRFEt+ZA=1+—H

2016 2015
Notes HK$’000 HK$'000
Bt &E FHExT FHETT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M BB M 13 84,801 66,761
Investment property KEME 14 97,448 88,370
Financial assets at fair value through FRERZATE
profit or loss YIRS REE 15 63,997 76,252
Loan receivables FEUE K 16 31,798 13,700
Rental deposit paid BENHEESES 17 20,592 -
Goodwill EES 18 90,098 3,169
Other intangible assets EmEEEE 19 136,863 2,271
Interests in associates REE N F) 2 HEam 20 322,684 276,276
Total non-current assets EMEEERE 848,281 526,799
CURRENT ASSETS RBEE
Inventories FE 21 23,273 28,676
Trade receivables U E Z R 22 35,582 11,835
Amounts due from contract customers JEU A # & F 1A 23 78,707 -
Prepayments, deposits and other FBRHIE ZE& K
receivables H b fE U IR 24 266,080 205,852
Due from non-controlling shareholders & Y[} B A &) 3E 12 I
of subsidiaries % B8 #k 18 132 14,100
Due from related parties JEUL g A £ FIE 37 4,497 41,346
Loan receivables FEWE K 16 50,644 23,305
Pledged deposits EEFFR 25 6,700 -
Cash and cash equivalents ReRRESFEY 25 62,539 363,300
Total current assets MEEERE 528,154 688,414
CURRENT LIABILITIES RBEE
Trade payables FERTE 5 BR K 27 120,016 5,708
Other payables and accruals HmENRIBREGTER 28 149,115 57,500
Interest-bearing bank and other RITREAMETSEE
borrowings 29 83,837 105,643
Due to related parties FEHREE A T FIE 37 = 12,781
Tax payable JE 1~ ¢ 18 1,801 288
Total current liabilities BB BB 354,769 181,920
NET CURRENT ASSETS RBEERE 173,385 506,494
TOTAL ASSETS LESS CURRENT EELERRBAS
LIABILITIES 1,021,666 1,033,293
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI &

31 December 2016
—E-RE+-A=1+—H

2016 2015
Notes HK$'000 HK$'000
B 5 FET FHETT
NON-CURRENT LIABILITIES FREBEE
Deferred tax liabilities BEBIBEEE 30 42,109 21,495
Total non-current liabilities EREBBERTE 42,109 21,495
Net assets BEFE 979,557 1,011,798
EQUITY =
Equity attributable to owners of BRAREEABMLER
the parent
Share capital AR A< 31 467,160 233,664
Reserves ] 458,265 773,188
925,425 1,006,852
Non-controlling interests FEERERS 54,132 4,946
Total equity e AR RKE 979,557 1,011,798
Jiang Jianjun TEE Jiang Jiancheng TR
Director o Director 4
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GERRSHR

Year ended 31 December 2016

HE_ZT— 7T _A=1+—HBIFE

Attributable to owners of the parent

SATREARE
Share Share  Convertible Exchange Non-
Issued premium option bond Warrant Merger  fluctuation ~ Accumulated controlling
capital account reserve reserve reserve reserve reserve losses Sub-total interests  Total equity
TR ARER EXkE
BRTRA  ROEEER  BRERE RERE #E ARREE B 2iER Mt FERER | -

Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HKS'000 HKS'000 HKS'000 HK$'000
i3 T TR TR TR TR TR T TEL TiEn Tign Tién

At 1 January 2015 W=F-7%-F-R 162,669 920,424 9,421 19968 - (535) 3,060 (821,219) 293,788 4115 297,903
Profitloss)for the year FRER/ (B8 - - - - - - - 19412 19412 (4,520 14,892
Other comprehensive income/(loss) ~ FEE 2 E

for the year: WA/ (B8)
Release of exchange differences upon K EHBATREE

disposal of subsidiaries EiEE - - - - - - (5339) - (5339) - (5339)
Exchange differences on translation ~ EFHEBEL L

of foreign operations EiEE - - - - - - (44.243) - (44.243) (400) (44,643)

Total comprehensive incomel(loss) ~ FE2ERA/ (118)

for the year ot - - - - - - (49,582) 19,412 (30,170) (4,920) (35,090)
Conversion of convertible bonds HATARES 31 12,800 88,943 - (19,968) - - - - 81,775 - 81,775
Issue of share by allotment EREEMETRG 31 33,980 372,709 - - - - - - 406,689 - 406,689
Exercise of share option fBRE 6215 55,480 (15,012) - - - - - 46,683 - 46,683
Issue of warrants EARER - - - - 1,800 - - - 1,800 - 1,800
Exercise of warrants AERRER 18,000 109,800 - - (1,800) - - - 126,000 - 126,000
Acquisition of subsidiary KEHBAR - - - - - - - - - 5,751 5,751
Equity-settled share option REEERRERY

arrangements 32 - - 80,287 - - - - - 80,287 - 80,287
Transfer of share option reserve upon 7 BB 1 5K A

the lapse of share options BEREREER - - (1,449) - - - - 1449 - - -
At 31 December 2015 RZE-1F

+-A=+-8 233,664 1,547,356* 73,247* - - (535)% (46,522)* (800,358)* 1,006,852 4,946 1,011,798
At 1 January 2016 W=F-7"5-F-R 233,664 1,547,356 73,241 = = (535) (46,522) (800,358) 1,006,852 4,946 1,011,798
Profit{loss) for the year FEEH/ (B8) - - - - - - - 1217 7217 1360 8577
Other comprehensive income/(loss) ~ FEE 2 E
for the year: WA/ (B18)
Release of exchange differences upon  HEHB R AR EE

disposal of subsidiaries 331 - - - - = o (116) - (116) (1) (227)
Exchange differences on translation ~ REEHEBEL L

of foreign operations 331 - - - - = o (92,427) - (92,427) (1,225) (93,652)

Total comprehensive incomelfloss) £ E2EMA/ (B18)

for the year k| = = = - - - (92,543) 1217 (85.326) yzi (85,302)
Issue of share by bonus issue BRARETAEARG 3 233,664 (233,664) - - - - - - - - -
Bxercise of share option TiEiERE 1,100 3,047 - - - - - - 4147 - 4147
Repurchase of shares EERR (1,268) (8,591 - - - - - - (5,859) - (5,859)
Acquisition of subsidiary WEMBRA - - - - - - - - - 46,613 46,613
Disposal of subsidiary HERBAR - - - - - - - - - 2509 2,549
Equity-settled share option RigLERRERE

arrangements 32 - - 27,851 - - - - - 21,851 - 21,851
Transfer of share option reserve upon 1 B B i 53

the lapse of share options ERREREER - - (49,352) - - - - 1,112 (22,240) - (22,240)
At 31 December 2016 RZE-RF

+-B=t+-8 467,160 1,312,148* 51,746* - - (535)* (139,065)* (766,029)* 925,425 54,132 979,557
J These reserve accounts comprise the consolidated reserves * ZERBEEREBEREEMBHFRAR 2L
of HK$458,265,000 (2015: HK$773,188,000) in the & % 1#458,265,0008 T (ZZE — R F:
consolidated statement of financial position. 773,188,000/ 7T ) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

RERTRER

Year ended 31 December 2016
NET-_A=Z+—HItFE

2016 2015
Notes HK$’000 HK$'000
s FET FHET
CASH FLOWS GENERATED FROM RETEMBRERE
OPERATING ACTIVITIES
Profit/(loss) before tax BREADEF, (EE)
From continuing operations REAFELEET 3,224 (19,438)
From a discontinued operations RERIEEEHET = 56,751
Adjustments for: AT
Finance costs ELE=ID N 7 6,933 7,091
Share of profit of associates DR N B Y A (1,380) (2,113)
Bank interest income RITF B U A 5 (135) (105)
Loss/(gain) on disposal of items of HEWE BE X
property, plant and equipment REBHEEZ
B (W) 6 65 (18)
Net loss/(gain) on disposal of HEMBRRZ
subsidiaries FEER (M) 34 1,603 (57,480)
Depreciation e 13 9,213 4,797
Amortisation of prepaid land lease TEAT + 3 78 & i 4F
payments - 195
Amortisation of other intangible assets  E b #2 2 & = # §5 19 1,982 145
Fair value change on investment KEWMEZ
properties NEEEE) 14 (15,470) (53,299)
Fair value change on FERBEmEATE
financial assets at fair value PR e & E
through profit or loss ZAFEEZD 20,978 (34,592)
Imputed interest HEFE 7 = 3,024
Reversal of provision for inventories FEREHED 6 (998) (315)
Equity-settled share option expense PR 45 B R AR R B S 32 27,851 80,287
Lapse of share option A AR 2R R (22,240) -
31,626 (15,070)
Decrease in inventories FERD 30,378 7,965
Increase in trade receivables FEUE 5 AR FRIE N (1,150) (2,635)
Increase in amounts due from FEU & £ P I N
contract customers (78,707) -
Decrease in prepayments, FERHIE - HE K
deposits and other receivables H b e W ERIE R A 34,127 29,888
Increase in loan receivables JE W & FRIE AN (45,437) -
Increase/(decrease) in trade payables FERTE 5 BRFRIE N,
ORA) 107,662 (3,541)
(Decrease)/increase in other payables — Hh T 7B K B+ & A
and accruals CRA) /& m (3.663) 34,987
Cash generated from operations KREEBFBRE 74,836 51,594
Tax paid EATIA (1,255) (5,176)
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CONSOLIDATED STATEMENT OF CASH FLOWS
mEEERER

Year ended 31 December 2016

HE-FT—~FT_A=t—AILEE

2016 2015
Notes HK$'000 HK$'000
B 5 FHET FET
Net cash generated from KEEEMBHEFE
operating activities 73,581 46,418
CASH FLOWS GENERATED FROM REZTHFBRERE
INVESTING ACTIVITIES
Bank interest received EUERTTH B 135 105
Purchases of items of property, BEMX WENEEEER
plant and equipment (25,157) (69,583)
Proceeds from disposal of items of HEME - BE MEREEE
property, plant and equipment P15 K18 1 31
Purchases of investment property BEREME - (24,385)
Purchases of financial assets BEABRBERZATE
at fair value through profit or loss RS RMEE (12,703) (41,660)
Loans to customers MEFPREER - (37,005)
Net cash outflow arising on WENBAREE 2
acquisition of a subsidiary e F5E (203,160) (2,439)
Net cash (outflow)/inflow from HENBARZES
disposal of subsidiaries CGRE)/RAFRE 34 (94) 50,640
Net cash outflow arising on acquisition  Us B& B & N RIE £ 1)
of associates Bemt F5E (52,538) (237,427)
Capital contribution to a subsidiary by —FE1% B %5 /) — R
a non-controlling interests MEAGNTE - 5,945
Decrease/(increase) in amounts due FEU, (FEST) BAE A+
from/(to) related parties MR () 24,068 (24,430)
(Increase)/decrease in advances to BT T E QR FE
associates 2 (), md (10,251) 47,445
Net cash flows used in investing & EB T
activities HEREFHE (279,699) (332,763)
CASH FLOWS GENERATED FROM RMETHRERERE
FINANCING ACTIVITIES
Proceeds from issue of shares BTN TS 3K 1E 31 - 406,689
Proceeds from exercise of TR EFTIS 5RIE
shares options 4,147 46,683
Proceed from issue of warrants BITRREEFTIS B - 127,800
Repurchase of shares B Bl ik 1n (5,859) -
New bank and other borrowings BRI REMES 83,837 105,643
Repayment of bank and BEEBRTREMEE
other borrowings (105,643) (61,216)
Increase in bills payable AL Pl 6,700 —
Deposits pledged to bank ERTRITZFR (6,700) -
Interest paid BFE (6,933) (12,997)
Net cash flows (used in)/generated MEES (FTA) /13
from financing activities Ben= %8 (30,451) 612,602
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CONSOLIDATED STATEMENT OF CASH FLOWS

mEBERER
Year ended 31 December 2016
BE_ZT—XRE+_A=1+—BLLFE

2016 2015
Notes HK$'000 HK$'000
B 5 FExT FTAT
NET (DECREASE)/INCREASE IN ReRkBAEESEY
CASH AND CASH EQUIVALENTS CR2) /B (236,569) 326,257
Cash and cash equivalents FYMBRe LB SEY
at beginning of year 363,300 79,167
Effect of foreign exchange rate INEE RSB R BT
changes, net (64,192) (42,124)
CASH AND CASH EQUIVALENTS FRONBESRESEEY
AT END OF YEAR 62,539 363,300
ANALYSIS OF BALANCES OF CASH BEeRELSZEYEH
AND CASH EQUIVALENTS oA
Cash and cash equivalents as stated RErE B BIRARZEN 2
in the consolidated statement of BekBE2EED
financial position 25 62,539 363,300
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NOTES TO FINANCIAL STATEMENTS
B HERM T

31 December 2016
—E-XRFEt+ZA=1+—H

1. CORPORATE INFORMATION 1. RATAER
China Beidahuang Industry Group Holdings Limited is PEIEAREXEBRZERERAAA
a limited liability company incorporated in the Cayman —EAERERFESEMKIIZBERAR
Islands. The registered address of the Company is P.O. X A R AL A P.O. Box 309, Ugland
Box 309, Ugland House, Grand Cayman, KY1-1104, House, Grand Cayman, KY1-1104,
Cayman lIslands. The address of its principal place of Cayman Islands ° B+ Z& ¥ AHE
business is Unit 1302B, 13/F East Ocean Centre, 98 FUBER D MNsE Bk & 38985k R /G R
Granville Road, Tsim Sha Tsui, Kowloon, Hong Kong. [x131E1302B= ©
The Company is an investment holding company. The KRR A —EREZERAT  ENBA
principal activities of its subsidiaries are set out in note A E B XEBHNIBRERM T4 -
41 to the financial statements.

2.1 BASIS OF PREPARATION 21 REEE
These consolidated financial statements have been I EREMBRERDBBEE SR
prepared in accordance with Hong Kong Financial g ([BEAQFMAT)BHHNESH
Reporting Standards (“HKFRSs”) (which include BmEER ([BAEMBHREER]) (8
all Hong Kong Financial Reporting Standards, BREEBUBmELEDN BEGTE
Hong Kong Accounting Standards (“HKASs”) and Al(IEBE R R2E) BER
Interpretations) issued by the Hong Kong Institute of ReEFt R REBERTHEOIRRERTE
Certified Public Accountants (“HKICPA"), accounting mEMK-BRETERIARKEDE
principles generally accepted in Hong Kong and TR A FEYIERIN b EB B mEK TR
the disclosure requirements of the Hong Kong BRELKAERR  WLABTES M
Companies Ordinance. They have been prepared BREEEBEEN FIEHERNERA
under the historical cost convention, except for certain ExEizTME-

financial instruments and investment properties are
stated at their fair value. These financial statements
are presented in Hong Kong dollars and all values
are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation mEER%E

The consolidated financial statements include REMBBERBERAATREWERAR
the financial statements of the Company and its (ZBIAERDEE_ZT—RF+=
subsidiaries (collectively referred to as the “Group”) A=+—BIEFENTBEREX -MELQ
for the year ended 31 December 2016. The A B mA N RRIFEAR QAR
financial statements of the subsidiaries are prepared WER—HEHERER -MBRATNE
for the same reporting period as the Company, BENERS (AAREERGEGEZ
using consistent accounting policies. The results H)BEETIR WEEFREIE HEE
of subsidiaries are consolidated from the date of EHERIEZBIE-FIESBARFM
acquisition, being the date on which the Group ZEHKR R FEARFRIARSGEE
obtains control, and continue to be consolidated until ZAEBBRBEMEEHNGEEEERNE
the date that such control ceases. All intra-group HETEE -

balances, transactions, unrealised gains and losses
resulting from intra-group transactions and dividends
are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is —RHfBARNEABAREEEBR
attributed to the non-controlling interest even if that JEVERR R B @SB A
results in a deficit balance.

A change in the ownership interest of a subsidiary, —HRB AR A REREEES
without a loss of control, is accounted for as an equity i 3 #E IS ARSI BIfERE SR 5 AR
transaction. BRIE o
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2.1

2.2

NOTES TO FINANCIAL STATEMENTS

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and
recognises (i) the fair value of the consideration
received, (i) the fair value of any investment retained
and (i) any resulting surplus or deficit in profit or
loss. The Group’s share of components previously
recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as
appropriate.

ADOPTION OF NEW OR AMENDED HKFRSs

The Group has applied the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") for the first time in the
current year:

Amendments to
HKFRS 11

Accounting for Acquisitions
of Interests in Joint
Operations

Amendments to HKAS 1 Disclosure Initiative

Amendments to
HKAS 16 and HKAS 38

Clarification of Acceptable
Methods of Depreciation
and Amortisation

Amendments to Agriculture: Bearer Plants

HKAS 16 and HKAS 41

Investment Entities:
Applying the
Consolidation Exception

Amendments to
HKFRS 10, HKFRS 12
and HKAS 28

Amendments to HKFRSs  Annual Improvements to

HKFRSs 2012-2014 Cycle

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

2.1

2.2

Bt 5 R AR B

31 December 2016
—E-RE+=ZA=+—H

B EYE ()

REEE (&)

fief A< 5= B 55 25 4 — ) B B8 8 B) A0 4%
AR ILEROZMBARNEE
(BEEE) RARE (VTR FFERERS
MEREE : R(iyES AL R BRE
ER LEROEWRAEORFE  ()PT
R TR B QFHE R B R AT
FibEA B BRHELM - 2 IR EM 2
ERARNERN LB RAEHEY BEH
DREAEENRE RN (EA) -

BRI REET BB BRESE
Al
AEEERAFEERERTIEESR
G AR (BRSO E])RM
RE B ImE R 2R A

EANKBEENENT WBLRZERRN
(B3IK) EHEE

BEETENF 1R REEE
(B3K)

%‘?ﬁ uﬂﬁ” 165Kk EEMEREHEN

QT ER ARMAE
%387’%({ AA)

ERENRAE RN RE EEUEY
BAGHEAENE
(B3K)

BERERELER REER: ERGZa RO
S0 BEBBRE  OMER
BRI B R e
ERIZ28% (B3F)

BAMBREED “E-CEE-T-MER
(B3K) HNBERN BRSNS

R

RAFEEER FMEBFHREER 2

ERARHAEERNE R SBEFE 2R
BRI MR RS A GRS B R IR P
B BBYBEEATE -
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NOTES TO FINANCIAL STATEMENTS

BB R MY RE

31 December 2016
—E-XRFEt+-A=1+—H

2.3 NEW AND AMENDMENTS TO HKFRSS ISSUED 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

Financial Instruments'

Revenue from Contracts with
Customers and the related
Amendments'

Leases?

Classification 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’

! Effective for annual periods beginning on or after 1

January 2018.

2 Effective for annual periods beginning on or after 1
January 2019.

3 Effective for annual periods beginning on or after a
date to be determined.

4 Effective for annual periods beginning on or after 1

January 2017.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Company.
The Company controls an entity when it is exposed,
or has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. When
assessing whether the Company has power, only
substantive rights (held by the Company and other
parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flow
and any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to
the company, and in respect of which the Group has
not agreed any additional contractual obligation in
respect of those interests that meets the definition
of a financial liability. For each business combination,
the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling
interests’ proportionate share of the subsidiary’s net
identifiable assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsidiaries and non-controlling interests
(continued)

The results of subsidiaries are included in the
Company'’s statement of profit or loss to the extent
of dividends received and receivable. The Company’s
investments in subsidiaries that are not classified as
held for sale in accordance with HKFRS 5 are stated at
cost less any impairment losses.

Associates

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence
is the power to participate in the financial and
operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting,
except when the investment, or a portion thereof,
is classified as held for sale, in which case it is
accounted for in accordance with HKFRS 5. Under
the equity method, an investment in an associate
is initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter
to recognise the Group’s share of profit or loss and
other comprehensive income of the associate. When
the Group's share of losses of an associate exceeds
the Group's interest in that associate (which includes
any long-term interests, that, in substance, form
part of the Group’s net investment in the associate),
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 that associate.

China Beidahuang Industry Group Holdings Limited
Annual Report 2016
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

An investment in an associate is accounted for using
the equity method from the date on which the
investee becomes an associate. On acquisition of the
investment in an associate, 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 re-assessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognize
any impairment loss with respect to the Group's
investment in an associate. 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Associates (continued)

The Group discontinues the use of the equity method
from the date when the investment ceases to be
an associate. When the Group retains an interest
in the former associate and the retained interest is
a financial asset, the Group measures the retained
interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition in
accordance with HKAS 39. The difference between
the carrying amount of the associate at the date the
equity method was discontinued, and the fair value of
any retained interest and any proceeds from disposing
of a part interest in the associate is included in the
determination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all
amounts previously recognised in other comprehensive
income in relation to that associate on the same
basis as would be required if that associate had
directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of
the related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as a
reclassification adjustment) when the equity method is
discontinued.

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to
that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal
of the related assets or liabilities.

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

1 06 China Beidahuang Industry Group Holdings Limited
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed 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. For each business
combination, the Group elects whether to measures
the non-controlling interests at fair value or at the
non-controlling interest’s proportionate share of the
acquiree’s identifiable net assets. Acquisition related
costs are expensed as incurred.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with
the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in
host contracts by the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or
loss is recognised in profit or loss.

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and
any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets
acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair
value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on
bargain purchase.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost
less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if
events or changes in circumstances indicate that the
carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31
December. For the purpose of impairment testing,
goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group's
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those
units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised.
An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-
generating unit (or group of cash-generating units)
and part of the operation within that unit is disposed
of, the goodwill associated with the operation
disposed of is included in the carrying amount of the
operation when determining the gain or loss on the
disposal. Goodwill disposed in these circumstances is
measured based on the relative values of the disposed
operation and the portion of the cash-generating unit
retained.

1 08 China Beidahuang Industry Group Holdings Limited
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required the
asset’s recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset’s or
cash-generating unit’s value in use and its fair value
less costs of disposal, and is determined for an
individual asset, unless the asset does not generate
cash inflows that are largely independent of those
from other assets or groups of assets, in which case
the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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. An impairment loss is charged to the profit
or loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may no
longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has
been a change in the estimates used to determine
the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would
have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised
for the asset in prior years.
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NOTES TO FINANCIAL STATEMENTS
B HERM T

31 December 2016
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24 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4
POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(@) the party is a person or a close member of that
person’s family and that person

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

(i) has significant influence over the Group;
or

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

or

(b)  the party is an entity where any of the
following conditions applies:

(i) the entity and the Group are members
of the same group;

(i) one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the
other entity);

(i) the entity and the Group are joint
ventures of the same third party;

(iv)  one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

11 O China Beidahuang Industry Group Holdings Limited
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties (continued)

(b) (continued)

(v) the entity is a post-employment benefit
plan for the benefit of employees of
either the Group or an entity related to
the Group;

(vi)  the entity is controlled or jointly
controlled by a person identified in (a);

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

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

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

Expenditure incurred after items of property, plant
and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the
profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised
in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and
equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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NOTES TO FINANCIAL STATEMENTS
B HERM T
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis
to write off the cost of each item of property, plant
and equipment to its residual value over its estimated
useful life. The principal annual rates used for this
purpose are as follows:

3%-5%

6%-32%

Over the shorter of the
lease terms and 33%

10%-25%

10%

Buildings

Plant and machinery

Leasehold improvements,
furniture and fixtures

Motor vehicles

Infrastructure

Where parts of an item of property, plant and
equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the
parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including
any significant part initially recognised is derecognised
upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the profit
or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents buildings,
plant and machinery and other fixed assets under
construction, which is stated at cost less any
impairment losses, and is not depreciated. Cost
comprises the direct costs of construction and
capitalised borrowing cost on related borrowed funds
during the period of construction. Construction in
progress is reclassified to the appropriate category of
property, plant and equipment when completed and
ready for use.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment properties

Investment properties are properties held to earn
rentals and/or for capital appreciation.

Investment properties are initially measured at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment
properties are measured at their fair values. All of the
Group's property interests held under operating leases
to earn rentals or for capital appreciation purposes are
classified and accounted for as investment properties
and are measured using the fair value model. Gains
or losses arising from changes in the fair value of
investment property are included in profit or loss for
the period in which they arise.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits
are expected from its disposals. Any gain or loss
arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the asset) is included in the profit
or loss in the period in which the item is derecognised.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at
the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year end.

Trademarks

Trademarks with definite useful lives are stated at cost
less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of
10 to 30 years.

Trademarks with indefinite useful lives are not
amortised and is reviewed annually to determine
whether events and circumstances continue to support
the indefinite useful life assessment for that asset.

Contracts

Contracts are stated at cost less any impairment losses
and are amortised on the straight-line basis over 5
years.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Non-current assets held for sale and discontinued
operations
() Non-current assets held for sale
A non-current asset (or disposal group) is
classified as held for sale if it is highly probable
that its carrying amount will be recovered
through a sale transaction rather than through
continuing use and the asset (or disposal group)
is available for sale in its present condition.
A disposal group is a group of assets to be
disposed of together as a group in a single
transaction, and liabilities directly associated
with those assets that will be transferred in the
transaction.

When the Group is committed to a sale plan
involving loss of control of a subsidiary, all
the assets and liabilities of that subsidiary are
classified as held for sale when the above
criteria for classification as held for sale
are met, regardless of whether the Group
will retain a non-controlling interest in the
subsidiary after the sale.

Immediately before classification as held for
sale, the measurement of the non-current
assets (and all individual assets and liabilities
in a disposal group) is brought up-to-date in
accordance with the accounting policies before
the classification. Then, on initial classification
as held for sale and until disposal, the non-
current assets (except for certain assets as
explained below), or disposal groups, are
recognised at the lower of their carrying
amount and fair value less costs to sell. The
principal exceptions to this measurement
policy so far as the financial statements of
the Group and the Company are concerned
are deferred tax assets, assets arising from
employee benefits, financial assets (other than
investments in subsidiaries, associates and joint
ventures) and investment properties. These
assets, even if held for sale, would continue to
be measured in accordance with the policies set
out elsewhere in note 2.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Non-current assets held for sale and discontinued
operations (continued)

(1)

(i)

Non-current assets held for sale (continued)
Impairment losses on initial classification as held
for sale, and on subsequent remeasurement
while held for sale, are recognised in profit or
loss. As long as a non-current asset is classified
as held for sale, or is included in a disposal
group that is classified as held for sale, the non-
current asset is not depreciated or amortised.

Discontinued operations

A discontinued operation is a component of
the Group’s business, the operations and cash
flows of which can be clearly distinguished
from the rest of the Group and which
represents a separate major line of business
or geographical area of operations, or is part
of a single coordinated plan to dispose of a
separate major line of business or geographical
area of operations, or is a subsidiary acquired
exclusively with a view to resale.

Classification as a discontinued operation
occurs upon disposal or when the operation
meets the criteria to be classified as held for
sale (see (i) above) if earlier. It also occurs if the
operation is abandoned.

Where an operation is classified as
discontinued, a single amount is presented on
the face of the consolidated statement of profit
or loss and other comprehensive income, which
comprises:

- the post-tax profit or loss of the
discontinued operation; and

- the post-tax gain or loss recognised on
the measurement to fair value less costs
to sell, or on the disposal, of the assets
or disposal group(s) constituting the
discontinued operation.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Operating leases

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets, and rentals
receivable under the operating leases are credited to
the profit or loss on the straight-line basis over the
lease terms. Where the Group is the lessee, rentals
payable under the operating leases are charged to the
profit or loss on the straight-line basis over the lease
terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are
classified as “financial assets at fair value through
profit or loss” (“FTVTPL"), and loans and receivables as
appropriate. The Group determines the classification
of its financial assets at initial recognition. When
financial assets are recognised initially, they are
measured at fair value plus transaction costs, except
in the case of financial assets recorded at fair value
through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the period generally established by regulation or
convention in the marketplace.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets
(continued)

Financial assets at FVTPL

These assets include financial assets held for trading
and financial assets designated upon initial recognition
as at fair value through profit or loss. Financial assets
are classified as held for trading if they are acquired
for the purpose of sale in the near term.

Financial assets may be designated upon initial
recognition as at fair value through profit or loss if
the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from measuring
the assets or recognising gains or losses on them on
a different basis; (ii) the assets are part of a group of
financial assets which is managed and its performance
evaluated on a fair value basis according to a
documented management strategy; or (iii) the financial
asset contains an embedded derivative that would
need to be separately recorded.

Subsequent to initial recognition, financial assets
at fair value through profit or loss are measured at
fair value, with changes in fair value recognised in
statement of profit or loss and other comprehensive
income in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. After initial
measurement, such assets are subsequently measured
at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised
cost is calculated by taking into account any discount
or premium on acquisition and includes fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
other income and gains in the profit or loss. The loss
arising from impairment is recognised in the profit or
loss in other expenses.
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NOTES TO FINANCIAL STATEMENTS
g E ks

31 December 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHEHE (F)
POLICIES (continued)
Derecognition of financial assets RILtERSMEE

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is derecognised when:

o the rights to receive cash flows from the asset
have expired; or

o the Group has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under a
“pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially
all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to
what extent it has retained the risk and rewards
of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the
asset, the asset is recognised to the extent of the
Group’s continuing involvement in the asset. In that
case, the Group also recognises an associated liability.
The transferred asset and the associated liability
are measured on a basis that reflects the rights and
obligations that the Group has retained.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is
impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there
is objective evidence of impairment as a result of
one or more events that occurred after the initial
recognition of the asset (an incurred “loss event”)
and that loss event has an impact on the estimated
future cash flows of the financial asset or the group
of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest
or principal payments, the probability that they will
enter bankruptcy or other financial reorganisation and
observable data indicating that there is a measurable
decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the
Group first assesses individually whether objective
evidence of impairment exists for financial assets
that are individually significant, or collectively for
financial assets that are not individually significant.
If the Group determines that no objective evidence
of impairment exists for an individually assessed
financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them
for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a
collective assessment of impairment.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4
POLICIES (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)
If there is objective evidence that an impairment loss
has been incurred, the amount of the 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 yet been
incurred). The present value of the estimated future
cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate
computed at initial recognition). If a loan has a variable
interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.
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The carrying amount of the asset is reduced through
the use of an allowance account and the loss is
recognised in the profit or loss. Interest income
continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used
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when there is no realistic prospect of future recovery
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transferred to the Group.
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If, in a subsequent period, the amount of the
estimated impairment loss increases or decreases
because of an event occurring after the impairment
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fiaf EL 1% 1 71 ORL (B 85 18 & BB I R RRUBL 1B
BEENEFMIZMIORD - BB B
BB RRIE DN iR 2 78 B HE AR AR (B /&S
B EMERERREE RIZEKEE A

loss is increased or reduced by adjusting the allowance BHROEMBES A -
account. If a write-off is later recovered, the recovery is

credited to other expenses in the profit or loss.

Financial liabilities and equity instruments tREERERIA
Initial recognition and measurement RN 12

Financial liabilities within the scope of HKAS 39 are
classified as financial liabilities at amortised cost. The
Group determines the classification of its financial

liabilities at initial recognition.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities and equity instruments
(continued)

Initial recognition and measurement (continued)

All financial liabilities are recognised initially at
fair value and, in the case of financial liabilities at
amortised cost, net of directly attributable transaction
costs.

The Group's financial liabilities include trade and bills
and other payables, amounts due to related parties,
convertible bonds and interest-bearing bank loans and
other borrowings.

Subsequent measurement

After initial recognition, financial liabilities are
subsequently measured at amortised cost, using the
effective interest rate method unless the effect of
discounting would be immaterial, in which case they
are stated at cost. Gains and losses are recognised in
the profit or loss when the liabilities are derecognised
as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
finance costs in the profit or loss.

Equity and compound 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.

An entity 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 a group entity are recognized at the proceeds
received, net of direct issue costs.
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NOTES TO FINANCIAL STATEMENTS
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Financial liabilities and equity instruments
(continued)
Equity and compound instruments (continued)
The component parts of compound instruments
(convertible bonds) issued by the Company are
classified separately as financial liabilities and equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument. Conversion option that
will be settled by the exchange of a fixed amount of
cash or another financial asset for a fixed number of
the Company’s own equity instruments is an equity
instrument.

At the date of issue, the fair value of the liability
component is estimated using the prevailing market
interest rate for similar non-convertible instruments.
This amount is recorded as a liability on an amortized
cost basis using the effective interest method until
extinguished upon conversion or at the instrument'’s
maturity date.

The conversion upon classified as equity is determined
by deducting the amount of the liability component
from the fair value of the compound instrument as
a whole. This is recognized and included in equity,
net of income tax effects, and is not subsequently
remeasured. In addition, the conversion option
classified as equity will remain in equity until the
conversion option is exercised, in which case, the
balance recognized in equity will be transferred
to share premium. When the conversion option
remains unexercised at the maturity date of the
convertible bond, the balance recognized in equity
will be transferred to retained profits. No gain or loss
is recognized in profit or loss upon conversion or
expiration of the conversion option.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the gross proceeds. Transaction costs relating to the
equity component are recognized directly in equity.
Transaction costs relating to the liability component
are included in the carrying amount of the liability
component and are amortized over the lives of the
convertible bonds using the effective interest method.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying
amounts is recognised in the profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset
and the net amount is reported in the statement of
financial position if there is a currently enforceable
legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are
traded in active markets is determined by reference
to quoted market prices or dealer price quotations
(bid price for long positions and ask price for short
positions), without any deduction for transaction costs.
For financial instruments where there is no active
market, the fair value is determined using appropriate
valuation techniques. Such techniques include using
recent arm’s length market transactions; reference
to the current market value of another instrument
which is substantially the same; a discounted cash flow
analysis; and option pricing models.
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NOTES TO FINANCIAL STATEMENTS
g E ks
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2.4

ember 2016
NFE+—-A=+—H
SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress
and finished goods, comprises direct materials, direct
labour, and an appropriate proportion of overheads.
Net realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion
and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise cash
on hand and demand deposits, and short term highly
liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant
risk of changes in value, and have a short maturity
of generally within three months when acquired,
less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,
which are not restricted as to use.

Provisions

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the
amount recognised for a provision is the present
value at the end of the reporting period of the future
expenditures expected to be required to settle the
obligation. The increase in the discounted present
value amount arising from the passage of time is
included in finance costs in the profit or loss.

China Beidahuang Industry Group Holdings Limited
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax

Income tax comprises current and deferred tax.
Income tax relating to items recognised outside profit
or loss is recognised outside profit or loss, either in
other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and
prior periods are measured at the amount expected
to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from
the initial recognition of goodwill or an
asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the
temporary differences can be controlled and it
is probable that the temporary differences will
not reverse in the foreseeable future.
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NOTES TO FINANCIAL STATEMENTS
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHREHRE (&)
POLICIES (continued)
Income tax (continued) e (&)
Deferred tax assets are recognised for all deductible FTE rl R S 1 =58 oA B AT IR
temporary differences, the carryforward of unused R ERAE  HWERSELER
tax credits and any unused tax losses. Deferred tax TBEE - ARNEEAERFE 4
assets are recognised to the extent that it is probable AR SRS =R A EMAREA
that taxable profit will be available against which the BB % LK AREAMNEERET T AN
deductible temporary differences, the carryforward ERT IR IBEE

of unused tax credits and unused tax losses can be
utilised, except:

. when the deferred tax asset relating to the . BHYAHER—BRL S (FEEKE
deductible temporary differences arises from PR EESBEMEATR
the initial recognition of an asset or liability in a R 5 B S5 & 555 ) 3k E AR A Vi A
transaction that is not a business combination S EE TN EN AR
and, at the time of the transaction, affects TR EEAELRIEBEER
neither the accounting profit nor taxable profit G5 Kz
or loss; and

i in respect of deductible temporary differences . BERKB A RIS SN mE
associated with investments in subsidiaries, B DRAERE M EsEa
deferred tax assets are only recognised to the SETAT] B 45 2Rk B o] % FE A5 JE SRR
extent that it is probable that the temporary SN AT IEIN S =R
differences will reverse in the foreseeable CHIELRIEEERI -

future and taxable profit will be available
against which the temporary differences can be

utilised.

The carrying amount of deferred tax assets is reviewed BEMIBEE  EEEEN &SRS
at the end of each reporting period and reduced to Kigat  WHISB S TEA e B HER
the extent that it is no longer probable that sufficient FUORMIAS A2 IR I HIBELEFIBEE
taxable profit will be available to allow all or part of ZKFE o RMERZIEEFIBEEEINE
the deferred tax asset to be utilised. Unrecognised WMEHREM WA REE CHIER
deferred tax assets are reassessed at the end of each SR AU Bl 2 E ek E D R IBEE A
reporting period and are recognised to the extent that fR T LATESR o

it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at BERBEERARBNBERESHERD
the tax rates that are expected to apply to the period MK EREIT R (RBE) - 1%
when the asset is realised or the liability is settled, HERANEESR S AESESEZE
based on tax rates (and tax laws) that have been AR Rt E o

enacted or substantively enacted by the end of the
reporting period.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax assets and deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the
deferred taxes relate to the same taxable entity and
the same taxation authority.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant
will be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to
compensate, are expensed. Where the grant relates to
an asset, the fair value is credited to a deferred income
account and is released to the consolidated statement
of profit or loss and other comprehensive income over
the expected useful life of the relevant asset by equal
annual instalments.

Revenue recognition

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

(a) from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that
the Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over the
goods sold;

(b)  interest income, on an accrual basis using the
effective interest method by applying the rate
that exactly discounts the estimated future cash
receipts over the expected life of the financial
instrument to the net carrying amount of the
financial asset;
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NOTES TO FINANCIAL STATEMENTS
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEME (F)

POLICIES (continued)

Revenue recognition (continued) IR (])

(@] rental income under operating leases is (©) KETAEBR N HE S AT E
recognised on a straight-line basis over the term AR EHANILE GEERD &
of the relevant lease; and

(d)  Contract revenue is recognised when the (d  BHREEERENEREeN
outcome of a construction contract can be St ER-ETEREEY
estimated reliably. Revenue from a fixed price Zuy)\)ﬂfﬁﬁn;ﬂzﬁ 5 b T E e
contract is recognised using the percentage of R WREBLSDELES ’j;ﬁZZ}K
completion method, measured by reference to (EZ A7 @AM B
the percentage of contract costs incurred to HEo
date to estimated total contract costs for the
contract.

When the outcome of a construction contract BN AL RELT NS
cannot be estimated reliably, revenue is = J—BZ@{%L/(FEZD“’]&Z’K;‘—}
recognised only to the extent of contract costs mEe e 2 28 AIRIER o
incurred that it is probable will be recoverable.

(e) other income not stated above is recognised (e) WHRR FXXB|RZHE W ARE
whenever received or receivable. W sk FE UK RS HERR ©

Share-based payments B X RE
The Company operates a share option scheme for RAREHEIRESTE A AREFRE
the purpose of providing incentives and rewards to ERINELR BRIz A ERALHEE 124
eligible participants who contribute to the success of WEHEE - AEFERES (BIEEE) B
the operations of the Group. Employees (including O X NEHmE IR - B S 18
directors) of the Group receive remuneration in the HREEAREER TE 2 R(E ([ AR
form of share-based payments, whereby employees HEETH]) o
render services as consideration for equity instruments
("equity-settled transactions”).
The fair value is determined by an external valuer N ET R/ NEGERFERA - EBERER
using a binomial model, further details of which are BT HE—SHBEHNBERERWE
given in note 32 to the financial statements. 320
The cost of equity-settled transactions is recognised, AR EE T G 2 - SRS B
together with a corresponding increase in equity, EANER D EE R R KRG IR =
over the period in which the performance and/or K27 AR NER - EEB A Z &R
service conditions are fulfilled. The cumulative expense L= HA SRk LA R R 4 %ﬁig%ﬁ@ R EE S
recognised for equity-settled transactions at the end HEMEESHERZIZE R AERY
of each reporting period until the vesting date reflects REeEREBEBE R AT EHE 2 5E
the extent to which the vesting period has expired and et EE —HBIRAE BRI AN i
the Group’s best estimate of the number of equity BE - DM 25 L AR V) B HR 4R FE 2R
instruments that will ultimately vest. The charge or B2 &
credit to the profit or loss for a period represents the
movement in the cumulative expense recognised as at
the beginning and end of that period.
No expense is recognised for awards that do not HREEEEMEAEBZERE T2
ultimately vest, except for equity-settled transactions BREAHY  BRTMEEESIEE
where vesting is conditional upon a market or non- Bi&EmARE ;‘J%;EQTZLM*E%,@Q
vesting condition, which are treated as vesting BN SR EEREmS  RERT
irrespective of whether or not the market or non- B HAME N RIS E M B R ER
vesting condition is satisfied, provided that all other TammB kIR R TR T EMR
performance and/or service conditions are satisfied. HewR A0 ERB-
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original
terms of the award are met. In addition, an expense
is recognised for any modification that increases the
total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at
the date of modification.

Where an equity-settled award is cancelled, it is
treated as if it had vested on the date of cancellation,
and any expense not yet recognised for the award
is recognised immediately. This includes any award
where non-vesting conditions within the control
of either the Group or the employee are not met.
However, if a new award is substituted for the
cancelled award, and is designated as a replacement
award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification
of the original award, as described in the previous
paragraph.

The dilutive effect of outstanding options is reflected
as additional share dilution in the computation of
earnings per share.

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the
“MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance for those employees
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEME (F)

POLICIES (continued)

Other employee benefits (continued)

Pension schemes (continued)

The employees of the Group’s subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a percentage of its payroll costs to
the central pension scheme. The contributions are
charged to the profit or loss as they become payable
in accordance with the rules of the central pension
scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised
as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets
are substantially ready for their intended use or
sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs
are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of
funds.

Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity
are measured using that functional currency. Foreign
currency transactions recorded by the entities in the
Group are initially recorded using their respective
functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at
the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising
on settlement or transaction of monetary items are
recognised in the profit or loss.
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2.4

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
determined. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation differences on
the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).

The functional currency of subsidiaries in Mainland
China is Renminbi (“RMB”). As at the end of the
reporting period, the assets and liabilities of these
entities are translated into the presentation currency
of the Company at the exchange rates prevailing
at the end of the reporting period and their profit
or loss are translated into Hong Kong dollars at the
weighted average exchange rates for the year. The
resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on
acquisition are treated as assets and liabilities of the
foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of subsidiaries in Mainland China
are translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong
Kong dollars at the weighted average exchange rates
for the year.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Construction contracts

Construction contracts are contracts specifically
negotiated with a customer for the construction of an
asset or a group of assets, where the customer is able
to specify the major structural elements of the design.

When the outcome of a construction contract can be
estimated reliably, contract costs are recognised as an
expense by reference to the stage of completion of the
contract at the end of the reporting period. When it
is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as
an expense immediately. When the outcome of a
construction contract cannot be estimated reliably,
contract costs are recognised as an expense in the
period in which they are incurred.

Construction contracts in progress at the end of the
reporting period are recorded at the net amount of
costs incurred plus recognised profit less recognised
losses and progress billings, and are presented in
the statement of financial position as the “Amounts
due from contract customers” (as an asset) or the
“Amounts due to contract customers” (as a liability),
as applicable.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in
the future.

Estimation uncertainty

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, are
described below.

Impairment of goodwill

The Group determines whether goodwill is impaired
at least on an annual basis. This requires an estimation
of the value in use of the cash-generating units
to which the goodwill is allocated. Estimating the
value in use requires the Group to make an estimate
of the expected future cash flows from the cash-
generating units and also to choose a suitable
discount rate in order to calculate the present
value of those cash flows. The carrying amount of
goodwill at 31 December 2016 was HK$90,098,000
(2015: HK$3,169,000) was arising from acquisition
of a subsidiary during the year. Further details are
presented in note 18.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Impairment of property, plant and equipment

The Group assesses at the end of each reporting
period whether there is an indication that property,
plant and equipment may be impaired. If any such
indication exists, the Group makes an estimate
of the recoverable amount of property, plant and
equipment. The recoverable amount of the property,
plant and equipment is the greater of the fair value
less costs of disposal and value in use. Estimating
the value in use requires the Group to make an
estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable
discount rate in order to calculate the present value
of those cash flows. No impairment of property,
plant and equipment (2015: Nil) was recognised
in the consolidated statement of profit or loss and
other comprehensive income during the year. The
carrying amount of property, plant and equipment
as at 31 December 2016 was HK$84,801,000 (2015:
HK$66,761,000). Further details are presented in note
13.

Useful lives of property, plant and equipment

The Group determines the estimated useful lives and
related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property,
plant and equipment of similar nature and functions.
Management will revise the depreciation charge where
useful lives are different to previously estimated, or will
write off or write down technically obsolete or non-
strategic assets that have been abandoned or sold.

Useful lives of other intangible assets

The Group determines the estimated useful lives
and related amortisation charges for its intangible
assets other than goodwill. This estimate is based on
the expected pattern of consumption of the future
economic benefits embodied in the asset or the
contractual or other legal rights associated with the
assets. The Group will revise the amortisation period
and the amortisation method for an intangible asset
where the useful life is different to that previously
estimated.
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
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3.

NE+ZA=+—H

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Equity-settled share option expense

The Company operates a share option scheme under
which employees (including directors) of the Group
receive remuneration in the form of share-based
payment transactions. The cost of these equity-
settled transactions with employees is measured by
reference to the fair value at the date at which they
are granted, using assumptions including expected
volatility, dividend yield and the risk-free interest rate.
Such cost is recognised, together with a corresponding
increase in equity, over the period in which the service
conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest.

Provision for inventories

Provision for inventories is made based on the
assessment of net realisable value. Estimates of net
realisable value are based on the latest invoice prices
and current market conditions. Where the actual
outcome or expectation in future is different from
the original estimates, such differences will have an
impact on the carrying amounts of inventories and the
amount of provision/reversal of provision in the periods
in which such estimates have been changed.

Provision for other receivables

Provision for other receivables is made based on an
assessment of the recoverability of other receivables
and the timing of their recovery. The identification of
provision for other receivables requires management
judgement and estimation. Where the actual outcome
or expectation in future is different from the original
estimates, such differences will have an impact on the
carrying amounts of other receivables and the amount
of provision/reversal of provision in the periods in
which such estimates have been changed.

Fair value of financial instruments

The fair value of financial instruments that are
not traded in an active market is determined by
using appropriate valuation techniques and making
assumptions that are based on market condition’s
existing at each reporting date. Refer to Note 40 for
the fair value measurement of financial instruments.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Control over subsidiaries

The Company controlled over certain entities of which
the majority, but less than or equal to 50% of the
total equity interests. The Company holds majority
of members in the board of directors which is the
governing body of these companies and therefore
has the power to direct the relevant activities of these
companies, and is exposed, or has rights, to variable
returns from the involvement with the investee, and
has the ability to use its power to affect the amount of
those returns.

Construction contracts

Revenue and profit recognition on an uncompleted
project is dependent on estimating the total outcome
of the construction contract, as well as the work done
to date. Based on the group’s recent experience and
the nature of the construction activity undertaken by
the Group, the Group makes estimates of the point
at which it considers the work is sufficiently advanced
such that the costs to complete and revenue can
be reliably estimated. As a result, until this point is
reached the amounts due from contract customers as
disclosed in note 23 will not include profit which the
group may eventually realise from the work done to
date. In addition, actual outcomes in terms of total
cost or revenue may be higher or lower than estimated
at the end of the reporting period, which would affect
the revenue and profit recognised in future years as an
adjustment to the amounts recorded to date.
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
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3.

NFE+ZA=+—H
SIGNIFICANT ACCOUNTING ESTIMATES

(continued)
Estimation uncertainty (continued)

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities
arising from investment properties that are measured
using the fair value model, the directors of the
Company have determined that all of the Group's
investment properties as at 31 December 2016
amounting to HK$97,448,000 (2015: HK$88,370,000)
situated in the PRC are held under a business model
whose objective is to consume substantially all of
the economic benefits embodied in the investment
properties over time, rather than through sale. The
presumption that the carrying amounts of certain of
the Group’s investment properties situated in the PRC
are recovered entirely through sale has been rebutted
and the deferred tax on the changes in fair value of
these investment properties is recognised according to
the relevant tax rules.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised
into business units based on their products and
services and has six reportable operating segments as
follows:

(@ the ethanol segment is engaged in the
production and sale of ethanol products
and ethanol by-products (this segment was
classified as discontinued operations);

(b)  the wine and liquor segment is engaged in the
sale and distribution of wine and liquor;

(@] the sales of green food products segment is
engaged in wholesaling and retailing of staple
food, cooking oil, alcohol and beverage, frozen
and fresh food manufactured by Heilongjiang
Beidahuang Agribusiness Group Corporation;

(d)  the construction segment is engaged in the
construction for municipal public projects;
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NOTES TO FINANCIAL STATEMENTS

OPERATING SEGMENT INFORMATION (continued)

(e)  the rental segment is engaged in the leasing
of logistic facilities in Hong Kong and office
facilities in PRC; and

(f) the money lending segment is engaged in the
provision of money lending services.

Management monitors the results of the Group's
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance
is evaluated based on reportable segment results.
Segment results are measured consistently with the
Group's profit before tax except that interest income,
finance costs as well as head office and corporate
expenses are excluded from such measurement.

Segment assets exclude pledged deposits, cash and
cash equivalents and other unallocated head office
and corporate assets as these assets are managed on a
group basis.

Segment liabilities exclude interest-bearing bank and
other borrowings, amounts due to related parties and
other unallocated head office and corporate liabilities
as these liabilities are managed on a group basis.
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NOTES TO FINANCIAL STATEMENTS

BB ER R Y R

31 December 2016

“E-RF+-A=1+—
4, OPERATING SEGMENT INFORMATION (continued) 4. e AEER (F)
Sales of
Wineand  green food Money  Continuing Discontinued
liquor products  Construction Rental lending  operations  operations Total
HELE BREEE Kige
BE RA BR HE HE £% £% @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEx TEx TFHx FEL FHEx TET THR TEx
Year ended 31 December 2016 BE-Z-R
+ZA=t+-RALEE
Segment revenue: AERA:
Sales to external customers HETHIREP 42,658 296,290 231,967 59,125 24,803 654,843 - 654,843
Other revenue il 999 1,915 - 21,778 333 25,025 - 25,025
43,657 298,205 231,967 80,903 25,136 679,868 - 679,868
Segment results FEEE 1,698 4,328 5721 48,531 24,621 84,899 - 84,899
Reconciliation: k-
Interest income FlEKA 135 - 135
Unallocated other operating income & A ELE A& 26,199 - 26,199
Corporate and other unallocated PEREBRARAX
expenses (99,473) - (99,473)
Finance costs BERMA (6,933) - (6,933)
Loss on disposal of subsidiaries HEHBLRAZER
(note 34) (Ft3E34) (1,603) - (1,603)
Profit before tax BBATAR 324 - 324
Income tax credit FishES 5,353 - 5,353
Profit for the year FERER 8,577 - 8,577
Segment assets FEEE 98,221 47,424 220,165 318,427 107,055 791,292 - 791,292
Reconcillation: k-
Elimination of intersegment 52 BRERIE
receivables (16,736) - (16,736)
Corporate and other unallocated PEREBAAREE
assets 601,879 - 601,879
Total assets AEBE 1,376,435 - 1376435
Segment liabilities SEEE 36,955 7,663 107,846 93,786 28,957 275,207 - 275,207
Reconciliation: Bk
Elimination of intersegment payables #1748 fE (78 (16,736) - (16,736)
Corporate and other unallocated PEREBRARER
liabilities 138,407 - 138,407
Total liabilities BELE 396,878 - 396,878
Other segment information HitpBEH
Share of profit of associates AR EREET 1,380 - 1,380
Loss on disposal of subsidiaries HEHBLRZER (1,603) = (1,603)
Reversal of provision for inventories A B & & 998 - 998
Depreciation and amortisation FEREH (11,195) = (11,195)
Interests in associates REERAZER 322,684 - 322,684
Capital expenditure* BARY (25,157) = (25,157)
Fair value loss on financial assets BRBRELTEIER
at fair value through profitorloss & BEEZATEBE (20,978) - (20,978)
Valuation gain on investment REME 2 (hEYE
properties 15,470 - 15,470
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Bt 5 R AR B

31 December 2016
—E-RFt+=ZA=+—H

4, OPERATING SEGMENT INFORMATION (continued) 4. e AEER (F)
Sales of
Wineand  green food Money  Continuing Discontinued
liquor products  Construction Rental lending  operations  operations Total
HELE BRESE KiEEg
BE &R BR BE HE % £% @it
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TiEn FHER FEL FHER FEL FHER FET
Year ended 31 December 2015 ~ BZ-E-1F
+ZA=t+-RLEE
Segment revenue: AERA:
Sales to external customers HETHIREP 46,690 721,91 - 9,526 2,193 785,700 - 785,700
Other revenue e 48,759 48,795 - - 1,108 98,662 256 98918
95,449 776,086 - 9,526 3,301 884,362 256 884,618
Segment results FEEE 26,585 58,730 - (5,689) 1,480 81,106 (105) 81,001
Reconcillation: Bk
Interest income FlERA 105 - 105
Unallocated other operating income R A LA AEE A 845 - 845
Corporate and other unallocated PEREBRARAX
expenses (92,003) - (92,003)
Finance costs BENK (10,115) - (10,115)
Gain on disposal of subsidiaries LEHBARZ
(note 34) Wi (MiEE34) 624 56,856 57,480
(Loss)/profit before tax B (BE) /57 (19.438) 56,751 31313
Income tax expenses MERAY (22,421) - (22,421)
(Loss)/profit for the year FE (BE) /&7 (41,859) 56,751 14,892
Segment assets FEEE 400,060 433,846 - 52,715 228,310 1,114,931 - 1,114,931
Reconcillation: Bk
Elimination of intersegment 2 BRERFIE
receivables (68,201) - (68,201)
Corporate and other unallocated PEREBRAREE
assets 168,483 - 168,483
Total assets BEGE 1,215,213 - 1,215.213
Segment liabilities SEEE 110,488 149,533 - 7,198 463 267,682 - 267,682
Reconciliation: Bk
Elimination of intersegment payables 17 48 fE (1 308 (68,201) - (68,201)
Corporate and other unallocated PEREBRARER
liabilities 3,934 - 3,934
Total liabilities aEEE 203,415 - 203,415
Other segment information Hitp &N
Share of profit of associates HMEBELRRF 2113 - 2113
Gain on disposal of subsidiaries HENBARZKE 624 56,856 57,480
Reversal of provision for inventories A EI77 & &{E 315 - 315
Depreciation and amortisation FEREH (4,942) = (4,942)
Interests in associates REE AR 2B R 276,276 = 276,276
Capital expenditure* BARY (93,968) = (93,968)
Fair value gain on financial assets ~ EBBHERATFETEN
at fair value through profitorloss & BEEZ ATEME 36,076 - 36,076
Valuation gain on investment REME 2 BEYE
properties 53,299 - 53,299
* Capital expenditure consists of additions to property, * EBABEYBERBEYE HMENRRE

plant and equipment and investment property.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2016
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Annual

NFETZA=1+—H

OPERATING SEGMENT INFORMATION (continued)
Geographical information

Over 90% of the Group's customers are located in
Mainland China and revenue of the Group is mainly
derived from operations in Mainland China. The
management considers that it is impracticable to
allocate the assets, revenue and segment results to
geographical locations.

Information about a major customer

During the year, there was one external customer
accounted for more than 10% of the Group's total
revenue of continuing operations (2015: Nil). Revenue
from this customer amounted to HK$106,613,000
which related to construction segment. No revenue
from discontinued operations during the year (2015:
HK$Nil) was derived from sales to a single customer.

REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover,
represents the net invoiced value of goods sold and
services rendered, after allowances for returns and
trade discounts; the gross rental income from logistic
warehouse and subleasing fee income, net of business
tax and income from loan receivable during the year.
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NOTES TO FINANCIAL STATEMENTS

REVENUE, OTHER INCOME AND GAINS 5.
(continued)

An analysis of revenue, other income and gains is as
follows:

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

WA B AR Wz ()
WA B AR DT T -

2016 2015
HK$’000 HK$'000
FET FHET
Continuing operations BERSEXY
Revenue WA
Construction income BEHRWA 231,967 -
Sale of goods HEBY 338,948 773,981
Rental income Hael A 59,125 9,526
Interest income .2 U A 24,803 2,193
654,843 785,700
Other income and gains Hig A R Kz
Compensation income EWA 7,029 1,668
Exchange gain R 1,068 1,108
Fair value gain on financial assets FHRB=IR A T ES RS
at fair value through profit or loss TREE A FEKE - 36,076
Interest income FLEMA 135 105
Lapse of share options fE i i SR 22,240 -
Rental income Ha WA - 72
Reversal of provision for Inventories BoFERE 998 315
Royalty income FrRT A - 564
Valuation gains on investment BEME 2 HERE
properties 15,470 53,299
Others Hip 4,419 6,405
51,359 99,612
Discontinued operations RIS
Other income and gains Hi A R &
Amortisation of deferred income BSHIEE YA - 256
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b E

31 December 2016
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6.

ANEFE+ZA=+—H
PROFIT/(LOSS) BEFORE TAX 6. BRBAERN (FHE)
The Group's profit/(loss) before tax is arrived at after AREBERBIDEN, (BE)&MN%T
charging/(crediting): R IEZETEBY
2016 2015
Notes HK$°000 HK$'000
ks FTET FHET
Continuing operations BEREXK
Cost of inventories sold EEFENKAE 301,596 763,119
Depreciation e 13 9,213 4,797
Amortisation of other Hih A8 E
intangible assets 19 1,982 145
Minimum lease payments T REFLERE
under operating leases ETH&EHESER
in respect of land and
buildings 6,120 7,409
Auditor’s remuneration ZEEN N 2 950 1,070
Employee benefit expense & B 4@ B
(including directors’ (BIEEEMz) :
emoluments):
Wages and salaries TE& &% o 17,817 11,804
Equity-settled share option A4 E B AR
expense 27,851 80,287
Pension scheme contributions &Kk £ 524 7% 1,462 1,071
47,130 93,162
Other (income)/expenses: Hib (WA), B
Foreign exchange SNEE ZEREFE
differences, net (1,064) (1,108)
Reversal of provision BEFERE
for inventories (998) (315)
Loss/(gain) on disposal of HEWE BEREE
items of property, BB ZEE, (W)
plant and equipment 65 (18)
Loss/(gain) on disposal of HEMBARZ
subsidiaries & () 34 1,603 (624)
Interest income F B YA (135) (105)
Fair value loss/(gain) on FRBREAFEIERSN
financial assets at fair value &RIEEZ AFE
through profit or loss EE () 20,978 (36,076)
Valuation gain on BEWE 2 HEKE
investment properties (15,470) (53,299)
Rental receivable from REKREMHE L EREE
investment properties less WEERX
direct outgoings (2,097) (1,225)
Discontinued operations  #R 1E AR & ¥ 75
Amortisation of other Hfh &
intangible assets - 195
Gain on disposal of HEHB AR Z WS
subsidiaries 34 - (56,856)
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

7. FINANCE COSTS 7. ®ERZE
2016 2015
HK$’000 HK$'000
FET FHET
Continuing operations BEKEXY
Interest on bank loans and RITERREMERAF S
other loans 6,933 7,091
Imputed financial cost on AR ES 2 ETRMEXA
convertible bond - 3,024
6,933 10,115
8.  DIRECTORS’ REMUNERATION 8. EE=FHM
Directors’ remuneration disclosed pursuant to Section BIEE BN THER £383(1)E KA 7
383(1) of the Hong Kong Companies Ordinance and (BHEEEFZER) RO E25E 2
Part 2 of the Companies (Disclosure of information EEHWOT
about Benefits of Directors) Regulation are as follows:
2016 2015
HK$'000 HK$'000
FET FETT
Fees e 5,070 1,741
Other emoluments: Ee -
Salaries, allowances and e RUAREMHE
benefits in kind 360 462
Equity-settled share option expense IR 4 B R AR A B 2 5,787 9,071
Pension scheme contributions BRIREETEIHER 18 18
6,165 9,551
11,235 11,292
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

8. DIRECTORS’ REMUNERATION (continued) 8. BEEHM(E)
(@) Independent non-executive directors (@) BIkHTES
2016 2015
Equity-settled Equity-settled
share option share option
Fees expense Total Fees expense (Note) Total
RiELE
RELE B
He BRERX @t ik ES) ast
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Wiz THT THR TER TR TiEn FiEn
Dr. Loke Yu EEMEL 100 121 221 100 380 480
Mr. Ho Man Fai AXBLE 50 121 m 50 380 430
M. Li Xiaofeng REELE 50 153 203 50 380 230
200 395 595 200 1,140 1,340
There were no other emoluments payable to FAWEENBLIERTESZ
the independent non-executive directors during HEiie (ZE—HF E)-

the year (2015: Nil).
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31 December 2016
—E-RE+-A=1+—H

8. DIRECTORS’ REMUNERATION (continued) 8. BEEHM(E)
(b) Executive directors and non-executive (b) HITEERIHITES
directors
Salaries,
allowances  Equity-settled Pension
and benefits  share option scheme Total
Fees in kind expense (Note) contributions  remuneration
RESE
e 28 BRERX BiREGE
ne REMAE (MzE) #x 240 Pt
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mt TET FHEL FEL FEL FAL
2016 —E-RF
Executive directors: BIES:
Mr. Jiang Jiancheng TR EE 1,200 - 3,886 - 5,086
Mr. Jiang Jianjun IRERE 2,790 360 738 18 3,906
Mr. Li Jianing FaEEE (vi) 500 = = = 500
Mr. Ke Xionghan BT E 180 - 323 - 503
4,670 360 4,947 18 9,995
Non-executive directors;  FFH{TEE:
Ms. Ho Wing Yan E{/S - (v) 100 - 121 - 21
Ms. Zhang Yujie NEALL 100 - 323 - 423
4,870 360 5,391 18 10,639
2015 —E-1fF
Executive directors: BIES:
Mr. Jiang Jiancheng TRREE 440 - 3312 - 3,752
Mr. Jiang Jianjun IRERE 480 462 608 18 1,568
Mr. Li Jianging ZRELE 440 - 3,536 - 3,976
Mr. Qu Shuncai JRIEZ 5% & (i 50 - 9% - 146
1,410 462 7,552 18 9,442

Non-executive directors: ~ FEHITES:

Mr. Huang Qingxi EFELSE (i) 24 - 96 - 120
Ms. Ho Wing Yan BB e (v) 75 - 283 - 358
Ms. Zhang Yujie IE Y s (v) 2 - - - 2
131 - 379 - 510
1,541 462 7,931 18 9,952
Note: These represent the estimated fair value of Misk: ZEHBEERERNQANE
share options granted to the directors under SR TESNERE
the Company’s share option scheme. The et AT E - ZEEREN
value of these share options is measured BEREHT2AFSEAER
according to the Group's accounting policies BHELRG RERZ AR

for share-based payment transactions as set SERBRAE - ZEE
out in note 2.4. The details of these benefits F=FE (BEZEGRRRE
in kind, including the principal terms and RIERESE ) BEREES
number of options granted, are disclosed MEEREE — R R

under the paragraph share option scheme in 32

the report of the directors and note 32.

PELAREXEBZERARAD

2016 £




NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

8.  DIRECTORS’ REMUNERATION (continued) 8. EEEHM (&)
(b)  Executive directors and non-executive (b) HMITESERIHTEE (E)

directors (continued)

Notes: B EE

0) Appointed on 24 June 2016. 0) RZZE—ARFNAZ+HAH
EERAT-

(ii) Retired on 23 June 2015. (ii) WZEB-RAFRAZ+=R
B{Ee

(iy ~ Resigned on 27 March 2015. iy MZTE—RF=A=++H
BT o

(iv)  Appointed on 11 April 2015. vy RZE—RAFENA+—HE
Lk

(v) Appointed on 7 September 2015. (v) RZZE-—RFENACHESR
Feo

(vi) Retired on 24 June 2016. (vi) RZE—R"FA=Z+HWA
RE-

There was no arrangement under which FRITEEMESTHEXREW

a director waived or agreed to waive any ERMEFM T

remuneration during the year.
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9.

NOTES TO FINANCIAL STATEMENTS

FIVE HIGHEST PAID EMPLOYEES 9.
The five highest paid employees during the year
include three (2015: three) directors, details of whose
remuneration are set out in note 8 above. Details of

the remuneration for the year of the remaining two
(2015: two), highest paid employees who are not a
director of the Company, are as follows:

Bt 5 R AR B

31 December 2016
—E-XF+ZA=+—H
hEESFES
FRN IEGEeFRERERE=2(ZZ
—HFE:=ZR)EF HFMFHEEHT
REXMES R AFEAN HEAMA
—_T-hF - MB)ESFHESR (X3F
RRBIES) Z2HMFBOT :

2016 2015
HK$'000 HK$'000
FHT FET

Salaries, allowances and e ERUEREYHNE
benefits in kind 2,267 3,172
Equity-settled share option expense iR e 45 5 R AR A B =2 121 7,739
Pension scheme contributions RIRBETEIHE R 30 86
2,418 10,997

The number of non-director and highest paid
employees whose remuneration fell within the
following bands is as follows:

MeNFTrEBrEeHFEERE
ZEW:

Number of employees

EEHHE
2016 2015
Nil to HK$1,000,000 £ %1,000,000/% 7T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T % 1,500,000/ 7T 1 1
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T 22,000,000/ 7T = -
Over HK$2,000,000 2,000,000/ 7T A = = -
2 2

During the year and in prior years, share options
were granted to certain non-director, highest paid
employees in respect of their services to the Group,
further details of which are included in the disclosures
in note 32 to the financial statements. The fair value
of such options, which has been recognised in the
consolidated statement of profit or loss and other
comprehensive income over the vesting period, was
determined as at the date of grant and the amount
included in the financial statements for the current
year is included in the above non-director, highest paid
employees’ remuneration disclosures.

AEEARNEFE ETHRHIE
FEEMREAAKEEL 2R ME
RERE £ PEBHRMHEREM
132 - AN ER B N e AR A Bas R H A
EEPMARKERNBRE EQFE
RELBMET fFARNFEMBRER
MEBRHALISEHIFESRENS
KEFHENA -
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-R"F+=ZA=+—8H
10. INCOME TAX (CREDIT)/EXPENSES 10.
During the year, no Hong Kong profits tax is arrived at
16.5% on the estimated assessable profits for the year
(2015: 16.5%). Taxes on profits assessable elsewhere
have been calculated at the rate of tax prevailing in

FriEst (&) BxX

FR - WEBAFNESH DIRFAMGEE
BB RAZ165%HE (ZE—RF:
16.5% ) o H b fE SR B i F1l < B -
B IR AR B & & AT P B A E AR 3R

the Mainland China in which the Group operates. HEo
2016 2015
HK$'000 HK$'000
FET FAETT
Current BPHR 2,975 93
Deferred BT (8,328) 22,328
Total tax (credit)/expenses for the year AFEFIE (K% ) FZ B8 (5.353) 22,421

A reconciliation of the tax (credit)/expenses applicable
to loss before tax at the statutory rate for Hong
Kong in which the Company and its subsidiaries are
domiciled to the tax credit at the effective tax rate,
and a reconciliation of the applicable rate (i.e., the

statutory tax rate) to the effective tax rate, are as

(k) FxHiRs
ERER  UEARE
BRI EEERAT

FABE (ARa REK B A A&
) A TR EEARBREASENTIE
ERBERGTENRIE
(BEERE)

follows:
2016 2015
HK$'000 HK$'000
FExT FHET
Continuing operations REREED
Profit/(loss) before tax BREADEF S (EBE) 3,224 (19,438)
Tax at the statutory tax rate REEMEFTERTRIE 532 (3,207)
Effect of different tax rates of MBARTRB RN E
subsidiaries 6,375 24,163
Income not taxable for tax BARBMMA (9,008) -
Tax effect of unrecognised temporary AR L b =58 2 i/ £
difference 487 -
Utilization of tax losses previously not B L A A HERR 2 BB /&5 18
recognised (6,488) -
Expenses not deductible for tax AT H0H B B 2 3,023 1,478
Tax losses not recognised RERHTIEEE 7 515
Profit attributable to an associate Bt & N B B4R R A (345) (528)
Tax (credit)/expenses at the Group's BAEBERHERTENTIE
effective rate (%) HX (5.353) 22,421
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

10.  INCOME TAX (CREDIT)/EXPENSES (continued) 10. FrSH (E&) B (&)
2016 2015
HK$’000 HK$'000
FERT FHET

Discontinued operations BRI E TS
Profit before tax B B AT Vs 7 - 56,751
Tax at the statutory tax rate REEMEFTERTIE - 9,364
Effect of different tax rates of MEARITRBENZE

subsidiaries - (7,591)
Expenses not deductible for tax AT ) B 2 - (1,773)
Tax expense at the Group's EAEEERMEGFENTIE

effective rate Fx = -
The share of tax attributable to an associate 716 Bk 4 X W) & 15 T TR 73345,00078 7T
amounting to HK$345,000 (2015: HK$528,000) is —F— R F 528,000/ 50) B 5 ALR
included in “Share of profit of associates” in the EEmREMEERAREKZ [ D155
consolidated statement of profit or loss and other ERELNRA] BT

comprehensive income.

11.  DIVIDENDS 1. BRE
The Directors do not recommend the payment of any EETEERBE_T—~"F1+=A
dividend for the year ended 31 December 2016 (2015: =t+—BLEFERNEAMRE(ZF
Nil). —hFE)-
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016

—E-RF+=A=+—H

12. EARNINGS/(LOSS) PER SHARE 12.
Basic earnings/(loss) per share is calculated by dividing
the profit/(loss) attributable to equity holders of
the Company by the weighted average number of
ordinary shares in issue during the year.

BRERN,(FE)
FRERERN, (BE) TIRARRIRE
BEARGEN, (BR)RAFAEH
TTEBBZ NEFHETE-

For continuing and discontinued operations

2016 2015
Profit attributable to the equity RRBIRERE ARG &
holders of the Company (HK$'000) (F%&x) 7,217 19,412
Weighted average number of EBITEER 2 NEFHE
ordinary shares in issue ("000) (Fh%) 4,666,986 3,801,032
Basic earnings per share (HK cents) FAREARZF GBL) 0.15 0.51
For continuing operations FEREER
2016 2015
Profit attributable to the equity RARIREFRE ARG
holders of the Company (HK$'000) w A (FET) 7,217 19,412
Add: Profit attributable to the equity 5l : &R Q BIARAE S A A FEAS
holders of the Company RERIERERBZ
from discontinued operations @A (FABTT)
(HK$'000) - (56,751)
Profit/(loss) attributable to the equity AR AIRIER B A EIH KB
holders of the Company RELEEB 2
from continuing operations wH(EE) (F8mT)
(HK$'000) 7,217 (37,339)
Weighted average number of EBITEER . NEFHE
ordinary shares in issue ("000) (Fh%) 4,666,986 3,801,032
Basic earnings/(loss) per share BRERNER, (FE8)
(HK cents) AL 0.15 (0.98)
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

EARNINGS/(LOSS) PER SHARE (continued) 12. BRERN(FE) (&)
For discontinued operations BIEREEK
Basic earnings per share FIRELXZF
2016 2015
Profit attributable to the equity RRARRERE ARGRILE
holders of the Company from rmEE RN (FET)
discontinued operations (HK$'000) - 56,751
Weighted average number of EBITEBERINE T
ordinary shares in issue ("000) (FH%) 4,666,986 3,801,032
Basic earnings per share (HK cents) BREARZAF (L) - 1.49
For continuing operations HEKEXEY
Diluted earnings per share B IR F & T
2016
Profit attributable to the equity holders of RARIREREARERN (FHET)
the Company (HK$'000) 7,217
Weighted average number of ERTEBERMNETEE (TR)
ordinary shares in issue ('000) 4,666,986
Effect of dilutive potential BrEHELRR - FE (TR)
ordinary shares (‘000) 6,665
Weighted average number of shares ARETEEREERR 2 D
for diluted earnings per share ('000) IREFH e (FR%) 4,673,651
Diluted earnings per share (HK cents) FREESE 2 M R 0.15

No diluted earnings/(loss) per share has been
presented for the years ended 31 December 2015
as there was no dilutive potential ordinary share
outstanding and the exercise price of the Company’s
outstanding share options was higher than the

BEERN (BR) -

average market price for the Company’s share.
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NOTES TO FINANCIAL STATEMENTS

BB ER R Y R

31 December 2016

13.  PROPERTY, PLANT AND EQUIPMENT 13. ¥YE -HERXRE
Leasehold
improvements,
furniture and Motor  Construction
Buildings fixtures vehicles  in progress Infrastructure Total
HE
NEEE-
BF HBRAR%EE RE ERIR HBRE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Ti#n TEn Thn THn TEn T#n
31 December 2016 ZE-RETZAZT-8
At 1 January 2016: RZE-RE-A-H:
Cost WA - 47,070 2,921 22,680 - 72,671
Accumulated depreciation and ZHTERAE
impairment - (4,570) (1,340) - - (5,910)
Net carrying amount REFE - 42,500 1,581 22,680 - 66,761
At 1 January 2016, net of accumulated RZE-R"E-A-R"
depreciation and impairment MR 2ZHTERAE - 42,500 1,581 22,680 - 66,761
Additions RE - 25,157 - - - 25,157
Disposals e - (53) (13) = = (66)
Acquisition of a subsidiary (note 33) WE-RBHBLR
(P3¥33) - 4,071 288 - - 4,359
Disposal of a subsidiary (note 34) HE—-BHBAR
(F5t34) - (256) - - - (256)
Depreciation provided during the year ENHRERE - (7.672) (430) - (1,111) 9.213)
Transfer to from construction BERIRERZARDN
in progress to infrastructure - - - (22,680) 22,680 -
Exchange realignment ERAZ - (507) (21) - (1.413) (1,941)
At 31 December 2016, net of accumulated 12 = —RF
depreciation and impairment +ZR=1+-8"
B 2HAERAE - 63,240 1,405 - 20,156 84,801
At 31 December 2016: RZB-RE
+ZA=1-8:
Cost WA - 71,551 3,004 - 21,217 101,772
Accumulated depreciation and ZHTERAE
impairment - (14,311) (1,599) - (1,061) (16,971)
Net carrying amount REFE - 63,240 1,405 - 20,156 84,801
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

13.  PROPERTY, PLANT AND EQUIPMENT (continued) 13. ME -BERSHE (&)
Leasehold
improvements,
furniture and Motor  Construction
Buildings fixtures vehicles in progress Total
HE
mERE-
BF HBRRREE AE TEEIR 4t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THEL TET FiET TET
31 December 2015 “EB-EF+ZAZ+-H
At 1 January 2015: RZT—H%E—f—8:
Cost A 18,871 11,061 1,726 - 31,658
Accumulated depreciation and ZEMERAE
impairment (4,579) (10,380) (984) - (15,943)
Net carrying amount REFE 14,292 681 742 - 15,715

At 1 January 2015, net of accumulated ~ RZT—HF—-A—H-

depreciation and impairment Mk 25t E RAA 14,292 631 742 - 15,715
Additions NE - 45,761 1,142 22,680 69,583
Disposals HE - (13) - - (13)
Acquisition of a subsidiary (note 33) - B AR

(PE33) - 17 21 - 38
Disposal of a subsidiary (note 34) HE—RHBEAR

(Hi5E34) - (293) - - (293)
Depreciation provided during the year FREHRME (811) (3,674) (312) - (4,797)
Transfer to investment property BRERENE (13,430) - - - (13,430)
Exchange realignment EH AR (51) 21 (12) - (42)

At 31 December 2015, net of accumulated R=ZE—H%

depreciation and impairment +-A=t+—-8"
kR ERRE - 42,500 1,581 22,680 66,761
At 31 December 2015: RZE-1%F
+ZA=+-8:
Cost A - 47,070 2,921 22,680 72,671
Accumulated depreciation and ZHMERAE
impairment - (4,570) (1,340) - (5,910
Net carrying amount REFE - 42,500 1,581 22,680 66,761
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b E

31 December 2016
—E-RFEt+ZA=1+—H

14.  INVESTMENT PROPERTY 14. BEYZE
HK$'000
THxT
FAIR VALUE DNFE
Addition NE 24,385
Transfer from property, BYE - -BER
plant and equipment (note 13) SR (M13) 13,430
Valuation gain on arising NP EEHEEDN
from changes in fair value CIELE 53,299
Exchange realignment BEE 5, 53 B (2,744)
At 31 December 2015 and 1 January 2016 RZZE—RF+_A=+—HK
—E-R¥—A—H 88,370
Addition NE -
Transfer from property, B RE ke
plant and property (note 13) (MI5E13) -
Valuation gain on arising from NTFEEHEED
changes in fair value hE K= 15,470
Exchange realignment bE A% (6,392)
At 31 December 2016 R-E-—RF+-_A=+—H 97,448
At 31 December 2016, the fair value of the Group's R-FBE—XNE+—_A=+—8 BE
investment properties of HK$97,448,000 (2015: FIMEETHHEMEKMBEARA
HK$88,370,000) were arrived at on the basis of a F(HEAEFETEEENE YIS ERE
valuation carried out by &YIITH B £4T i b E(H HILEM BB REXEREES
BAMAE], an independent qualified professional BB B A T L ESR) E
valuers not connected with the Group, which has THHEERNAEFREEEND
appropriate qualifications and recent experiences 1 B97,448,0008 T (ZE— R &
in the valuation of similar properties in the relevant 88,370,000/ 7T ) ©
locations.
In estimating the fair value of the properties, highest AT EZ ATER - MENE A
and best use of the properties is their current use. SAEHEHESESERS-
All the investment properties is situated in the 2EIGTEMEHMNIR 50 EH
PRC under medium lease term to long-term lease HELHE-
arrangement.
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

14.  INVESTMENT PROPERTY (continued) 14. REYE (&)
The following table presents the fair value of the TEREFARESH RN EFIRIFEEE
Group’s investment properties measured at the HENBEYE S ANFEE (D AEE A
end of the reporting period on a recurring basis, FEEREERE 13 AN TEEHERATH =
categorised into the three-level fair value hierarchy WAEEEE) - AEEHAESEHET
as defined in HKFRS 13, Fair value measurement. The TR E (L E T E B ASE > A8
level into which a fair value measurement is classified RUEREAME A THRET:

is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

o Level 1 valuations: Fair value measured using o E-REE BERS—HH A
only Level 1 inputs i.e. unadjusted quoted HE (RS ERFRETE -
prices in active markets for identical assets or HRAEEXKAGBHRFAERRE)
liabilities at the measurement date. HEWNAFE(E-

o Level 2 valuations: Fair value measured using o B E FEE A AR
Level 2 inputs i.e. observable inputs which (R EEE—fe a8
fail to meet Level 1, and not using significant AEBE)ERTNMERBEATAER
unobservable inputs. Unobservable inputs are BAHBBEN AT HE ~ATE
inputs for which market data are not available. R ASIEIEETIESIENE A

R -
o Level 3 valuations: Fair value measured using o EoREE FRAE AT ER
significant unobservable inputs. EAEEEN A FE(E-

2016

Level 1 Level 2 Level 3

& EZR E=R

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

TER TERT TERT

Investment properties REME - 97,448 -
2015

Level 1 Level 2 Level 3

g% EZH E=M

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

FERT FAT FTET

Investment properties REME - 88,370 -
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

14.  INVESTMENT PROPERTY (continued) 14. REYE (&)
During the year ended 31 December 2016, there were HE-_E—-—RNEt+-_A=+—81L*=E
no transfers between Level 1 and Level 2, or transfers B 5 —GEE-_HIEWEER . R
into or out of Level 3 (2015: nil). The group’s policy VEBASELE="F (-5 —RF:
is to recognise transfers between levels of fair value 1) REBHMERSE ATEBR Y
hierarchy as at the end of the reporting period in B HE TS PA B B A B 3R &5 BE R FEER -

which they occur.

The fair value of investment properties located in PRC RMRFPRZIEEYE T AN EIRER
is determined using market comparison approach B EHREB(EEHFRZE
by reference to recent sales price of comparable B)GEHAIABRER Y TS EEETES
properties on a price per square foot basis using L ESEEETE o

market data which is publicly available.

15.  FINANCIAL ASSETS AT FAIR VALUE THROUGH 15. ZEREZERAFEIERNERMEE
PROFIT OR LOSS
Financial assets at FVTPL as at 31 December 2016 R-ZE—RE+_A=+—H &HiBiE
comprise: HIEATFEIENEHEESRRE:
2016 2015
HK$'000 HK$'000
TR FHT
Listed equity investments, at fair value: _EMRAIEE A FE:
—in PRC — R 57,408 70,403
Unlisted equity investments, 3FJ:$HX$&§ R BERTERE
designated as at fair value BB RERE A TFEYER
through profit and loss upon (FF3E)
initial recognition (Note)
—in PRC — A 6,589 5,849
63,997 76,252
Note: BT
The unlisted equity investment at 31 December 2016 and REBRERE XEBBEN _Z—REN_
2015 was, upon initial recognition, designated by the Group E-—AF+_A=+—BZI ELTREAEE
as financial assets at fair value through profit or loss. The T A BEREATLHEYEZSEE-
unlisted equity investment and the listed equity investments EREREEMBRNZIELETEAREENR FH
form a group of financial assets which are managed and ARG E R AREF IS EERRETEE
their performances are evaluated on a fair value basis, in RERBIVIRAFEEEETT G KEE
accordance with the Group's investment strategy. Their MAREIEAETHBRTARE

performances are regularly reviewed by the key management
personnel of the Group.
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17.

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

LOAN RECEIVABLES 16. EBWER
2016 2015
HK$'000 HK$'000
FTERT FHET
Loan to customers mMEFER 82,442 37,005
Less: non-current portion B FEBNEAER (31,798) (13,700)
Current portion ENERER > 50,644 23,305
Loan receivables related to money lending business on the EREREPBEHNEXBER HiZ
PRC which carries interest from 5% — 18% per annum, NFEFES%E18% .2 FEEHE -~ LAMERS
secured by machinery equipment and repayable from 1 HREBERRRER—E=FANEE-
year to 3 years.
As at 31 December 2016, the loan receivables were all RZE—RF+ZA=+—0 EBYKE
neither past due nor impaired. FIERE AR B ER TR AR RE ©
The loan receivables outstanding as at 31 December MABEZEBRERR-_Z—ARF+=
2016 (2015: Nil) are denominated in Renminbi. A=+—BURARF#E(ZZ—1
Fom)o
RENTAL DEPOSITS PAID 17. ENHEHERE
2016 2015
HK$’000 HK$'000
FET FHET
Rental deposits paid BENHEESES 20,592 -

Rental deposits paid related to rental deposits paid to
landlord for tenancy agreement more than 1 year in
PRC premises.

EfNfiekeE@gXTEYEBER—F2HE
BRAXEXN S HEER-
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b E

31 December 2016
—E-RFEt+ZA=1+—H

18. GOODWILL 18. HE
2016 2015
HK$'000 HK$'000
FTET FHET
At 1 January: wn—A—8:
Cost DN 74,879 71,557
Accumulated impairment 25 RE (71,557) (71,557)
Exchange realignment VE W FE B (153) -
Net carrying amount FREEFRE 3,169 -
Cost at 1 January, net of R—R—B 2K 1k
accumulated impairment ZEHRE 3,169 -
Acquisition of subsidiaries U BB B A Al 130,270 3,322
Disposal of a subsidiary HE—EHB AT (43,341) -
Exchange realignment PE 5, % - (153)
Cost and net carrying amount RTZRA=+—BZlAK
at 31 December FREEFRE 90,098 3,169
At 31 December: wn+-—A=+—8:
Cost BN 161,808 74,726
Accumulated impairment ZFHRE (71,557) (71,557)
Exchange realignment DE W FE B (153) -
Net carrying amount FREE 5 90,098 3,169
Goodwill acquired through business combinations has BRFEBEFNB L HEE S EEFREH
been allocated to cash-generating unit of construction BEES HEXEBLHEESER®
business, rental business in PRC and the sales of green HeEHEMETRED -

food products for impairment testing.
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18.

NOTES TO FINANCIAL STATEMENTS

GOODW.ILL (continued)

Impairment testing of goodwiill
The recoverable amount has been determined
based on a value in use calculation using cash flow
projections based on financial budgets covering a
five-year period prepared by independent valuers and
approved by senior management.

Construction business

The discount rate applied to the cash flow projections
was 19% and cash flows beyond the five-year period
were extrapolated using a growth rate of 5%.

Rental business in PRC

The discount rate applied to the cash flow projections
was 10% and cash flows beyond the five-year period
were extrapolated using a growth rate of 5%.

Sales of green food products

The discount rate applied to the cash flow projections
was 15% and cash flows beyond the five-year period
were extrapolated using a growth rate of 5%.

Other key assumptions for value in use calculation
related to the estimation of cash inflows which
included budgeted sales and gross margin. Such
estimation is prepared by independent valuers based
on past performance and management’s expectations.

No impairment loss (2015: Nil) was recognised and
allocated to goodwill in the consolidated statement of
profit or loss and other comprehensive income for the
year.

18.

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

BE (&)

BB ZEERR

e & IR IBE BB ER RS
REREEEIERERFH M
BEXRARSRERAREREENE
& E °

BREF
ERNRSMETARN 2R EH19%
MmEARFHRzRERENFAEREX
5% T LA A

B> 7B E T
JERRIRERETEAN ZEEAE10%
MBBAFHsAeRE NEAGRE
5% T LAFHER) o

HERER D
FERNAESRETRR 2B E[15%
MEBAFHc R REIRAERE
5% T LA HEA »

AR RGNS LT ERRT
KBS RAMLS HOEEEHERE
RIS o A B £ 7Y e B o7 (T 74
SRR R EIT B R R o

VEREBBERAFE 2RABRERE
EERARKERLRSEERE (=
T—hEE)-
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

19.  OTHER INTANGIBLE ASSETS 19. HtEREEE
Trademarks Contract Total
5Lz =i Foby
HK$'000 HK$'000 HK$'000
FET FHET FET
31 December 2016 —E-RE
+=R=+-H
Cost at 1 January 2016, RZE—-RF—A—H
net of accumulated FIRCA - ks BE
amortisation and impairment BHRE 2,271 - 2,271
Acquisition of subsidiaries WEEHTE A T 83,993 52,631 136,624
Amortisation provided during the year 4 A8 &5 B £ (145) (1,837) (1,982)
Exchange realignment (R EEE (132) 82 (50)
At 31 December 2016 RZE—XREF
+-B=+—H 85,987 50,876 136,863
At 31 December 2016: RNZE—XK
+ZA=+t—8
Cost (DN 86,785 52,631 139,416
Accumulated amortisation and RET#ERRE
impairment (798) (1,755) (2,553)
Net carrying amount FEEFRE 85,987 50,876 136,863
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NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

OTHER INTANGIBLE ASSETS (continued) 19. HitE\REE ()
Trademarks Total
Pz BET
HK$'000 HK$'000
FET FETT
31 December 2015 —EBE-FE
+=HA=+—H
Cost at 1 January 2015, net of R-ZZE—-—hF—H—H
accumulated amortisation and RIS - 0Bk 25T
impairment B iH NORE 2,522 2,522
Amortisation provided during the year & Py 4 5 (145) (145)
Exchange realignment PE 3 38 (106) (106)
At 31 December 2015 RZZE—RF
+—A=+—8 2,271 2,271
At 31 December 2015: N—E—RHF
+—A=+—8:
Cost DN 2,984 2,984
Accumulated amortisation and RETE#H RORE
impairment (713) (713)
Net carrying amount BREEFRE 2,271 2,271

Amortisation of other intangible assets amounting
to HK$1,982,000 (2015: HK$145,000) have been
recognised as an expenses in the year, within the
‘administrative expenses’ line item in the consolidated
statement of profit or loss and other comprehensive

income.

H bR & E#$51,982,0008 T (=&
—HRF 1450008 L) ERGAEBE KX
Hz2EmKRAREKN ITBRAZIET
BRAFAMSE -
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016

=

—=

19.

20.

NFETZA=1+—H
OTHER INTANGIBLE ASSETS (continued) 19. HMEREE (&)
Impairment testing of goodwill EE i ERE
Trademark EIE
Trademark acquired during the year has an indefinite FRWE A EEEnF AT
useful life. The recoverable amount has been AU B 4 58 Ty iR B B ST (L E R 4R 2L &
determined based on a value in use calculation KEmEREIEZ RER T B
using cash flow projections based on financial BEEARSNEEARTRAEESTE
budgets covering a five-year period prepared by MET - FERARRESRETEA 2R =
an independent valuer and approved by senior B14% MBBLFHIZIRE RETIER
management. The discount rate applied to the cash A8 R R5% T LAHE Al -
flow projections was 14% and cash flows beyond the
five-year period were extrapolated using a growth rate
of 5%.
Other key assumptions for value in use calculation ERFHEEEZEMTERETIE
related to the estimation of cash inflows which RIBSRAGE EREEEEERTE
included budgeted sales and gross margin. Such F& - BREE v EB I EEMER B
estimation is prepared by an independent valuers ARELEEEBEHEMIEL -
based on past performance and management'’s
expectations.
No impairment loss (2015: Nil) was recognised in the WHEREBEERANEE 7 GABELE
consolidated statement of profit or loss and other MEEEAREBINOEEDE (=
comprehensive income for the year. E—FE ) o
INTERESTS IN ASSOCIATES 20. AL AT R
2016 2015
HK$'000 HK$'000
FET THETT
Share of net assets DILEEFE 283,186 247,587
Advances to associates S FHE R R 2 FIB 39,498 28,689
322,684 276,276
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20.

NOTES TO FINANCIAL STATEMENTS

INTERESTS IN ASSOCIATES (continued)

On 22 January 2015, a wholly-owned subsidiary
of the Company entered into the Joint Venture
Agreement with a limited company incorporated
in the PRC to form a new company, Shenzhen
Qianhai Dahuangyuan E-Commerce Company
Limited (“Shenzhen E-Commerce”), formerly known
as Shenzhen Dahuangyuan E-Commerce Company
Limited, to be principally engaged in E-commerce
business in Qianhai area in the PRC. The wholly-owned
subsidiary contributed RMB60,000,000, representing
30% of the total registered capital of Shenzhen
E-Commerce. Shenzhen E-Commerce became an
associate of the Group.

Shenzhen E-Commerce has acquired the interests
of Shenzhen Dahuangyuan International Trading
Company Limited (“Shenzhen Dahuangyuan”),
Shenzhen Qianhai Dahuangyuan Non-Financing
Guarantee Company Limited (“Shenzhen Non-
Financing”) and Heilongjiang Dahuangyuan
E-Commerce Company Limited (“Heilongjiang
E-Commerce”) which were newly set up. All the above
companies are owned by Shenzhen E-Commerce as at
31 December 2015.

On 22 December 2015, an indirect wholly owned
subsidiary of the Company entered into the JV
Agreement with a limited company incorporated
in the PRC to form a new company on a 49:51
basis, Shenzhen Pengrongan Logistics Industrial Park
Company Limited (“Shenzhen Pengrongan”), to be
principally engaged in logistic business in Shenzhen.
The indirect wholly-owned subsidiary contributed
RMB102,900,000, representing 49% of the total
registered capital of Shenzhen Pengrongan. Shenzhen
Pengrongan became an associate of the Group.

20.

Bt 5 R AR B

31 December 2016
—E-RE+=ZA=+—H

REBE QAT 2= (B)
R-E—RF—A=-+=-H AQax
BB AR E—ER B FEMAA
BRARBEILEE W - AR —EFT
_\Ejj ﬂ”mﬁ /ij()lm %?ﬁﬂ_‘%ﬁﬁﬁ
ET(D%W*??W‘%J) (FJ' NS f)HmK;m
EFABAERART)  ERERNEESE
ﬁ% %ﬁﬁ%ﬁ.zﬁ%% AIHE
AR #60,000,0007T ' #E R EYIE
ﬁ%ﬁ%ﬁ$@$2%% FINEFiE
B BN EE 2 B &R F

RYNEFREBERER kam%ﬁ%
BHERAE (DRIIAFRE]) RYIH
%ﬁﬁﬁ%#ﬁé&%%ﬁ@ﬁﬁﬂ%
W#@ﬁﬂ&%%ikﬁﬁ%%%%ﬁ

AR ([REIETFAERK]) (KFH
%ﬁ R Z R T)Z%\°W_§ e
T-A=1—B FMELARFAHHZR
NEFRBHES -

RZE—RAF+_A=+=H ARA
2 B2 EKE A R E— A A B
AL 2 BRR ARG A & s $249:51
Z BRI —RF A RREYI TSR Y
nREXEBRAT (DFRYIERE]) =
EERINREYMRER -HEZ2ENB
NalHE ARE102,900,0007T  HHE R
RYIHE R 2 s & A 4B %ZM%O%W
g =i S P XN
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016

—E-R"F+=ZA=+—8H

20. INTERESTS IN ASSOCIATES (continued) 20.
On 6 June 2016, Shenzhen Penda Rongtong Trading
Limited (“SZPRT"), an indirect wholly owned subsidiary
of the Company entered into the sales and purchases
agreement with an independent third party to
acquire 40% of equity interest of JRYITE B4
ZHR AT (“SZISSM"). SZSSM is principle engaged
in general trading in the PRC. SZPRT contributed
RMB20,000,000, representing 40% of the total

REERNT 2= (F)

RZZE—REFENANE FYTIEER
BEEARAR (FEIERE]) (&
ApralzMEzEMBAR) BB
F-AFIUEBE W AKERYITHE
BHEmEARAR ([RIERHK])Z
40%BIE - RN EBHFERTRHKSE
—RESER - FIBRATEARE
20,000,0007T * FH & R Y B B SR

164

registered capital of SZSSM. SZSSM became an

associate of the Group.

The Group's interests in its principal associates, which
are unlisted, are as follows:

BB 240%

B BEAT-.

AEBEREERE

HmT

Percentage of
ownership interest

Py
YN

o ARIYIEE B AR

Place of attributable to
Name Registered share capital registration the Group Principal activities
AEEES

&% HEfRA  EmBE BEREZAOL TEEH

Hunan Laohanzun Liquor Sales RMB79,600,000 PRC/Mainland China 48.99 Trading of wine
Company Limited (i)

HEETEEEERR AR®79,600000  HE/HERKH EEES
BRAF)

Xianxi Autonomus Prefecture RMB600,000 PRC/Mainland China 46.54 Trading of wine
Laohanzun Liquor Company
Limited (i)

HERAMEITEEE AR¥600000T  HRE/HEAM BEES
BRAF)

Hunan Diancang Jiugui RMB2,000,000 PRC/Mainland China 48.99 Trading of wine
Liquor Company Limited (i)

HRAEREREHE AR¥2,0000000c B/ REAM BEES
BRAF)

Shenzhen Huayin Jinshajiang RMB10,000,000 PRC/Mainland China 48.99 Investment holding
Investment Development
Company Limited (i)

RITEREDIRERR ARE10,000000m  HE/HER RERR
BRAF)

Shenzhen Qianhai Dahuangyuan RMB200,000,000 PRC/Mainland China 30 Sales of food and fertilizer
E-commerce Group
Company Limited (i), (ii)
(Formerly known as Shenzhen
Dahuangyuan E-commerce
Group Company Limited)

RYTRBAREEFER
SEBERAF() (i) AR#200,0000000  RE/RERL HER MR

(AIRBRIIT AR
ETABERAR)
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20.

INTERESTS IN ASSOCIATES (continued)

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

REE QT zEm (&)

Percentage of

ownership interest

Place of attributable to
Name Registered share capital registration the Group Principal activities
HEEES

A8 HEfRA  EfE REEERESL TEEH

Shenzhen Dahuangyuan RMB50,800,000 PRC/Mainland China 30 Sales of food fertilizer, wine
International Trading Company and steel
Limited (i),(ii)

(Formerly known as Shenzhen
Dahuangyuan Green Food
Distribution Company
Limited)

RITRTEERE S ARE50,800000m  HRE/HRENM HERM R
BRAF) (i) B R
(AR RIS
BERMEXRERAF)

Shenzhen Qianhai Dahuangyuan RMB50,000,000 PRC/Mainland China 30 Investment holding
Non-Financing Guarantee
Company Limited (i), (i)

RYTRIB ARG R AN
ERERAF () ) AR#50,000,000  RE/HERH REER

Heilongjiang RMB 100,000,000 PRC/Mainland China 21.9 Money Lending
Dahuangyuan E-commerce
Company Limited (i), (i)

BRIAREETER AR#100,0000000T  RE/RERL e
AR () (i)

Shenzhen Pengrongan RMB210,000,000 PRC/Mainland China 49 Investment holding
Logistics Industrial Park
Company Limited (i), (i)

RITEREDREER AR 210,000,000 HE/mE R REZR
AR () (i)

RITERHEHEBRDA RMB50,000,000  PRC/Mainland China 30 General trading
(i, (i) AR¥S50,000000  HRE/HERMM —BE5

Notes:

(i) Not audited by CHENG & CHENG LIMITED. WIEFR BB s AN =T A R A Bl

TEZ-
(if) The English name of the above PRC companies is for it E AT E ST E AR

identification purpose only.

e
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016

20. INTERESTS IN ASSOCIATES (continued) 20, REtERT 2= (&)
The Group’s shareholdings in the associates are held z]x'%@)};ﬁﬂ$ Az EWB AT
through wholly-owned subsidiaries of the Company. BB E AT o
Summarised financial information of the material EmEM et REE=EELAE T8
associates, adjusted for any differences in accounting BN B B TS B R E LA R 42 A B 7&
policies, and reconciled to the carrying amounts in the WMEPEEmMEYERENT

consolidated financial statements, are disclosed below:

Shenzhen
Qianhai
Dahuangyuan
E-commerce
Group Company
Limited
Shenzhen  (Formerly known Shenzhen
Huayin as Shenzhen Pengrongan
Hunan Jinshajiang ~ Dahuangyuan Heilongjiang Logistics
Laohanzun Investment E-commerce  Dahuangyuan Industrial
Liquor Sales Development ~ Group Company E-commerce  Park Company
Company Limited Company Limited Limited) Company Limited Limited
RYITAE
ARGEFES
£BERAT
MEETEE RYITER (AR T RRIARE T ERR
HERG EVIRE ARBEEFEHE ETEY WREXE RITEEH
BRAT BRARAF BRAR) BRAT BRAT BEERAT
2016 2016 2016 2016 2016 2016
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr ThR TER TER TER TER
Non-current assets FRBEE 45,618 - 33,830 199 119,599 55,835
Current assets nYEE 78,538 80,396 189,576 35,227 114,908 3
Current liabilities nEaE (37,261) (69,526) U] (263) V] (15)
Net assets BERE 86,895 10,870 223399 35,163 234,506 55,833
Recondiliation to the Group's interest BRSERBENE 2 BR Yk
in the associate:
Proportion of the Group's ownership EAREBREARL 48.99% 48.99% 30% 21.90% 49% 40%
Carrying amount of REKEE
the investment 42,510 5325 67,020 7,701 114,908 22,333
Revenues e 450 - 31,191 713 - -
(Loss)/profit for the year K (Bi) /&7 (74) (314) 43 (5.603) (1) (15
Total comprehensive (loss)/ FERE (BR) /M ALE
income for the year (74) (314) 43 (5,603) (1) (15)
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5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

20.  INTERESTS IN ASSOCIATES (continued) 20, REBERTF 2Rz (&)
Shenzhen Qianhai
Dahuangyuan
E-commerce
Group Company
Limited
Shenzhen (Formerly known Shenzhen
Huayin as Shenzhen Pengrongan
Hunan Jinshajiang Dahuangyuan Heilongjiang Logistics
Laohanzun Investment E-commerce Dahuangyuan Industrial
Liquor Sales Development Group Company E-commerce Park Company
Company Limited Company Limited Limited) Company Limited Limited
RYITATE
EEBRAT
NAETER RITER (AR BRIATE RITHRE
HERD SHIRE TEETES EYHK NREXE
BRAFE BERERAT BRAA) BRAF BRAE
2015 2015 2015 2015 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL TEL FEL FEL TR
Non-current assets FRDEE 53,456 - 12,146 279 -
Current assefs nHEE 44,618 43,574 83,654 43,567 250,677
Current liablities RHAE (40,554) (1,792) (289) (538) -
Net assets BEFE 57,520 41,782 95,515 43,308 250,677
Recondiliation to the Group's interest in
the associate: EREENGE R A ERYR
Proportion of the Group’s ownership K B A 1ELL 48.99% 48.99% 30.00% 21.90% 49.0%
Carrying amount of REGHE
the investment 28179 20,469 28,655 9,484 122,832
Revenues Wzs 960 - 188,043 1,606 -
(Loss)/profit for the year FF (KR /&7 (1,274) 177 2 (896) -
Total comprehensive (loss)/ FERE (KE)/WALE
income for the year (1,274) 177 20 (896) -
The following table illustrates the financial information TRETAEER 2 WIEERIER 2B E
of the Group's associates that are not individually UNCIAP -
material:
2016 2015
HK$'000 HK$'000
FHT Tt
Share of the associate’s loss for the year 5 A8 & [ Bt & A 7] &5 18 3,081 —
Share of the associate’s total DR E AR R EEBIBAE
comprehensive loss 3,081 -
Aggregate carrying amount of the Group's RNEBREE R AEE 2
investments in the associate BERTEE 23,329 37,968
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

21. INVENTORIES 21. 'T?_rigf

2016 2015
HK$'000 HK$'000
FHT FET
Finished goods EK & 23,273 29,695
Provision for inventories FTERE - (1,019)
23,273 28,676

22. TRADE RECEIVABLES 22. EWREZERR

Trade receivables are mainly arisen from sale of goods,
receivables for contract works, rental income derived
from renting business and interest income derived
from money lending.

Other than the cash and credit card sales, the Group
allows a credit period which is generally one month,
extending up to three months for major customers.
Each customer has a maximum credit limit. The
Group does not hold any collateral or other credit
enhancements over its trade receivables balances.
Trade receivables are non-interest-bearing.

Receivables for contract works is received based on
progress billing to customers.

Rental income is received in accordance with the terms
of the relevant lease agreement, normally within 30
days from issuance of invoices.

Interest income from money lending is recognised in
accordance with the loan agreement.

None of the trade receivables is impaired. An aged
analysis of the trade receivables as at the end of the
reporting period, based on the invoice date, is as

BURESERTIERBHEE R B
BHTREFIE BEXBEENESW
ARBEERBEENNSHBA -

BFIREMERREEN AEEZEE
H—kr—ER MEATFASLER
EZlA-BUEFPHRERSEER
B o AR E I E L H BIE 5 RS
FREEAERMAEBEERE B
BHBRFIG TS -

EWAHTRABENENEREFEE
FRIAER -

AU A THIR R AR B HE & 9% ) 150K
B BEB#HNEREIR AKER-

MEZEBEOFSWATIRIBEE R B

=l
BEEWKE ZRREERE NS

K EWESEFIREZAMAENE
RO

follows:
2016 2015
HK$'000 HK$'000
FET FHET
Within 1 month —{E AR 28,807 3,962
1 to 2 months —Z=mME A 85 1,299
2 to 3 months 2= =& A 846 1,288
Over 3 months HBiE=1EA 5,844 5,286
35,582 11,835
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23.

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

TRADE RECEIVABLES (continued) 22. BWEZERX (&)
The aged analysis of the trade receivables that are not BRIk R R ETHIRBE EWEZ
individually nor collectively considered to be impaired SERERONMT
is as follows:
2016 2015
HK$'000 HK$'000
TERT FHET
Neither past due nor impaired RE BN ARIBIE 28,807 6,352
Less than 1 month past due BEALR—EA 85 1,291
1 to 2 months past due BH—ZMEA 846 719
Over 3 months past due BHEE=EA 5,844 3,473
35,582 11,835
Receivables that were neither past due nor impaired KB ER AR BE Y RN B E AR
relate to a large number of diversified customers for TWHENDIE I ZEIERER-
whom there was no recent history of default.
Receivables that were past due but not impaired relate BHERFBEY EWRIEERAEERA
to a number of independent customers that have R B e TEIYRFPAB B
a good track record with the Group. Based on past BBRAKE N R EEZRAEERZ
experience, the directors of the Company are of the ZERERERE RRAZELSEY
opinion that no provision for impairment is necessary ME NS N ZEESNER AR
in respect of these balances as there has not been a U 8] o
significant change in credit quality and the balances
are still considered fully recoverable.
AMOUNTS DUE FROM CONTRACT CUSTOMERS 23. ERWAHEFEZE
2016 2015
HK$'000 HK$'000
Construction contracts BEEH FET FTAT
Amounts due from WG HEFPRIA
contract customers 78,707 -
2016 2015
HK$'000 HK$'000
FTET FHET

Accumulated contract costs incurred  FREAE 25HA LK AN HER

plus recognised profits less
recognised losses to date

i MR R I O FERR 2 5 18

212,815 B

Less: Accumulated progress billing R REHE R FE WG E R R

received and receivable

(134,108) =

78,707 =
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b E

31 December 2016

—F—

=

24.

NFE+ZA=+—H
PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

RANRE -ZHEe R HEMGEWRRR

2016 2015

HK$000 HK$'000

FHT FET

Prepayments Tt 5RIE 14,252 724
Deposits and other receivables e N E bW ERIE 251,828 204,788
Tax recoverable AT Yz 3] £ T8 - 340
266,080 205,852

Included in “Deposits and other receivables” of
the Group, approximately HK$65,116,000 as at
31 December 2016 (31 December 2015: Nil) were
unsecured, interest-bearing at monthly rate ranging from
1.7% to 3%, due from independent third parties and
will be repaid within one year.

As at 31 December 2016, approximately HK$60,330,000
(2015: HK$116,771,000) was paid as trade deposit for
trading goods of wine and liquor business and green
food products.

Rental deposits and construction deposit for the
warehouse amounting to HK$6,969,000 (2015:
HK$4,264,000) and HK$6,960,000 were paid for the
warehouse logistic business for the year ended 31
December 2016 respectively.

Approximately HK$17,535,000 (2015: HK$62,000,000)
were the progress payment for the investment
targets. Retention money of contract work paid
for construction business was approximately
HK$10,411,000 (2015: Nil).

The consideration for the disposal of Shenzhen Tronsin
llluminating Technique Ltd. (“SZTI") was not fully
recevied as at 31 December 2016. HK$39,085,000
was outstanding and was fully received on March
2017.

At the end of the reporting period, there was no
provision for other receivables (2015: Nil).

Save as disclosed above, none of the above assets
is either past due or impaired. The financial assets
included in the above balances relate to receivables for
which there was no recent history of default.
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1.7%%E3%2 AR R B BB E
ZHRERBER—FANEE-

WR—ZE—-R"E+-_A=+—8"
#960,330,0008 L (=T — A F:
116,771,000 70) EX (S 1E R BE BB
XS EMREECRAZEDIES-

ﬁfﬁ#@m#iy’ﬂzmﬁﬁé&@%?ﬁ
€ 9 56,969,000 T (—ZF — A F:
4,264,000 7T ) &6,960,0005%7_5575’\\\
BE_Z—RE+_A=+—HILFE
Ao

#917,535,0008 t (Z & — R F:
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25.

26.

NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND PLEDGED
DEPOSITS

25.

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

ReRkREEZEYRSERER

2016 2015

HK$'000 HK$'000

FET FHET

Cash and bank balances e RiRTTH 62,539 363,300
Time deposits T HATE 3K 6,700 -
69,239 363,000

Less: Pledged for bill payable R BEIE R IR AR (6,700) -
Cash and cash equivalents RekREFEDY 62,539 363,300

At the end of the reporting period, the cash and bank
balances of the Group denominated in RMB amounted
to HK$31,208,000 (2015: HK$243,638,000). The RMB
is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange
business.

Cash at banks earns interest at floating rates based
on daily bank deposit rates. Short term time deposits
are made for varying periods of between 1 day and 6
months depending on the immediate cash equivalents
of the Group and earn interest at the respective
short term time deposit rates. The bank balances and
pledged deposits are deposited with creditworthy
banks with no recent history of default.

DISCONTINUED OPERATIONS

On 26 March 2014, BAPP Ethanol Holdings Limited
(the "BAPP"), a wholly-owned subsidiary of the Group,
entered into the Agreement with an independent third
party (the “Purchaser”), the BAPP has conditionally
agreed to sell all 100% equity interest in the BAPP
(Northwest) Limited held by the BAPP, which hold
100% equity interest of Ningxia West Bright New
Resource Technology Company Limited at the
consideration of RMB40 million (the “Disposal of
BAPP”). All the conditions precedent to completion
have been satisfied and completion took place on 15
June 2015. Details of the completion of the disposal
could be referred to the announcement published on
the same date.

26.

RIEHR AEBIZARBTENR
& KR 1T 45 %4 531,208,000 0 (— &
— 4 :243,638,000/8 70 ) ° AT IRIE
Fh B K [ 9 9B B A1 511 B2 1B {6k 131 &9
HE - EELMNEESE ARBETABR
MABRAEEMER KEBEESRE
BREEITINEEBHRITEARB LR
ABEME-

RITAESRE B RITERN K ZFEHH
TR S, - 78 HITE B R 1 R 261E
ABEED (RTFAKEREREEFE
YIME) @ WikE 858 HE HERA R R
A B - SRITHE R R BB MIFRTIFN
RITHT BENRBE B EEZRIT

HRIEREHEK
RZE—NE=A=-+H K&£H
2 2 &M B R RBAPP Ethanol Holdings
Limited ([BAPP ) BB — BT FE=F
(T A))ET L1 BAPPE B I& R
E B BAPPHTHF A 2 BAPP (Northwest)
Limited (AR B EE R EFTERS
FRMAER AR Z100%/ 1) 2 256
100% % # - (KB & AR #40,000,0007T
([BAPPHEEIE]) o TEpK 2 FTA Sk 1E
HEEERRTEXKER=_E—RF A
THEEAB -BEETKHEZFBITZR
ERRBTEZ QM-
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31 December 2016
—E-RFEt+ZA=1+—H

26. DISCONTINUED OPERATIONS (continued) 26, RIEREXET (E)
The results of the discontinued operations for the year REBORIFEEER ZEEZHWN
are presented below: T
2015
HK$'000
FHET
Revenue LN 256
Expenses < (361)
Finance costs A& KA -
Loss before tax from the discontinued BRI 2 BRI RIE R
operations (105)
Income tax Frigt -
Loss for the year from the discontinued BRI EEB 2 FEBE
operations (105)
Add: Gain on disposal of discontinued m: HERIEEEER 2 W
operations 56,856
Profit from discontinued operations, net of tax 4% A& & 25 2% | (BRFiE) 56,751
27. TRADE PAYABLES 27. ENEZERNR
An aged analysis of the trade payables as at the end of RMEPRZENE HRFIRER A H
the reporting period, based on the invoice date, is as STEHRE ST
follows:
2016 2015
HK$'000 HK$'000
TET FHET
Within 1 month —EARN 112,652 2,016
1 to 2 months —ZEMIE A 1,117 546
2 to 3 months Mz =18 A - 83
Over 3 months BiE={EA 6,247 3,063
120,016 5,708
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27.

28.

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+=ZA=+—H

TRADE PAYABLES (continued) 27. BENEZERN(H)
The trade payables are non-interest-bearing and ENEBSER AR B —i%I%308 R
are normally settled on 30-day terms (2015: 30-day —HF 30HHRE)EE -
terms).
As at 31 December 2016, bills payable of R-FBE—XRNF+—_A=+—8 EHNE
approximately HK$6,700,000 (2015: Nil) were secured B 496,700,000 T (—ZE—HF M)
by the pledged deposits of the Group. AAREE 2 B HEIFFRIEHELR
All the trade payables are denominated in Renminbi. FMAEENESEFHUARKEE-
OTHER PAYABLES AND ACCRUALS 28. HitENFERENER
2016 2015
HK$'000 HK$'000
THET FET
Other payables H h JE 1~ KB 143,766 53,880
Accruals st E A 5,349 3,620
149,115 57,500

Other payables are non-interest-bearing and have an
average term of three months.

Included in other payable, there are HK$21,631,000
(2015: HK$30,920,000) trade deposits received from
customers for the sales of green food products,
HK$48,091,000 (2015: HK$7,200,000) rental deposits
received from the tenants of logistic warehouse and
office in PRC, HK$17,344,000 related to leasehold
improvement payable from office in PRC and
HK$33,579,000 subscription shares amount from
subscriber.

Hib e HRIE A% S B FIOHR A =1E
Ao

ST AHMEAFIEASEEF - 21,631,000
77t (—Z — A4 :30,920,000/8 7T ) A
HHEELCRDEEFPHBNE XS
48,091,000/ 7T (ZZ—H 4 : 7,200,000
B EEBTRYRERENRAZTHE
WER R T & 3% & - 17,344,000 7T £ Fh
B AEHEMEREBRNREEBAR
33,579,000/ 7T A K B R BT 2 RIER
MERE e
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29. INTEREST-BEARING BANK AND OTHER 29. FTERITRHEMESE
BORROWINGS
2016 2015
Effective Effective
interest rate Maturity HK$'000 interest rate Maturity HK$'000
BRI H#A TAn ERFI% HEA T
(%) (%)
Current &
Bank loans - secured () FITEN-BHEEQ) 7.98 2017 43,997 5.14-9.06 2016 67,444
“E-tE A
On demand On demand
Other loans - unsecured (b) EtEH-EERD) 4.09 RER 39,840 497 REX 38,199
83,837 105,643
Notes: B 5 -
(a) As at 31 December 2016, the Group's bank loans of (a RZTE—-—R"F+ZA=+—H"

continuing operations amounting to HK$43,997,000
(2015: HK$67,444,000) is secured by properties held
by a related party of the Group and guaranteed by
directors of the Group.

AEBRBELCEXEBH 2RTER
£43,997,0008 L (ZF—AF:
67,444,000 70) Jy AR S B — £
BRRBZMEEEARBAEEE
EHER

(b)  The unsecured loans were borrowed from (b) EERERTE 8RB A RIFERR
Beidahuang Marketing Co. Ltd., the non-controlling RIERREHEROBRAR - ZEX
shareholder of a group company. The purpose for TRERBERMEEERRR-
the loans were for purchasing staple food and liquor
wine.

(© The Group's bank and other borrowings are all (© REERITREMEERLAAR

denominated in Renminbi.
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31 December 2016
—E-RE+-A=1+—H

30. DEFERRED TAX LIABILITIES 30. EEBEEE
The movements in deferred tax liabilities during the FENRERIBAEZESHNT

year are as follows:

Revaluation Fair value
of financial  adjustments
Revaluation  assets at fair  arising from  Accumulated

of investment  value through  acquisition of losses
property  profitorloss  subsidiaries recognized Total
|
EfERER HEAF
Eff BOTEIE BEH BER
RENE  NemEE  AVERE RitER Fhb
HK$'000 HK$'000 HK$'000 HK$'000
TFhEL THET THEL THL
Deferred tax liabilities at RZE-RF-A-Bz
1 January 2015 EERERRE - - 89 - 89
Deferred tax charged /(credited) to the ~ ERE/ (Gt A) 54
consolidated statement of profit or loss B2 & E 1 2ERA
and other comprehensive BECERHE
income during the year (note 10) (BizE10) 13,325 9,019 (16) - 22,328
Exchange realignment N R (548) (371) 3) - (922)
Deferred tax liabilities at RZE-hF
31 December 2015, and +ZA=1+-Bk
1 January 2016 ZE-"F-fA-By
BRREAR 12,777 8,648 70 - 21,495
Deferred tax charged f(credited) to the  ERMB/ (I A
consolidated statement of profit or loss £ R E i 2ERA
and other comprehensive BECERHE
income during the year (note 10) (BizE10) 3,868 (5.244) (15) = (1,391)
Recognized losses ERZER - - - (6,937) (6,937)
Acquisition of subsidiaries WM B A - - 29,956 - 29,956
Exchange realignment N R (998) (324) ()] M (1,014)
Deferred tax liabilities at RZE-RF
31 December 2016 +ZA=+t-H2
EEREERE 15,647 3,080 30,008 (6,626) 42,109
The Group has tax losses arising in Mainland China REBAPBRAREEAZHIEES
of HK$8,247,000 (2015: HK$49,809,000) that will 188,247,000 L (ZF— R F:
expire in one to five years for offsetting against future 49,809,000/ ) * FIEE 4 Z BB AR —
taxable profits. Deferred tax assets have not been ZERFRAERERRERD T o 8
recognised in respect of these losses as they have B ZEEERRELCREEE R
arisen in subsidiaries that have been loss-making for EEBEBENRENREBEE—BEEZ
some time and it is not considered probable that BB A R] - ELoR R £ B 59 FE ER 7 Ui £
taxable profits will be available against which the tax AIAEE R RIEEE -

losses can be utilised.
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31. SHARE CAPITAL 31. BKRZA
Shares R
2016 2015
HK$'000 HK$'000
TET FHET
Authorised: AR
8,000,000,000 8,000,000,000f% (= F—H % :
(2015: 8,000,000,000) 8,000,000,0008% )
ordinary shares of HK$0.1 each BREECIEITHE B 800,000 800,000
Issued and fully paid: BT RN
4,671,601,752 4,671,601, 7520 (—ZF—H%F:
(2015: 2,336,644,876) 2,336,644,8761%)
ordinary shares of HK$0.1 each FREE 1B LB 467,160 233,664
During 2016, the movements in share capital were as RZT—RF BAEHINT

follows:

(a) 11,000,000 share options were exercised at the
exercise price HK$0.377 per share, resulting in
the issue of 11,000,000 shares of HK$0.1 each
for a total cash consideration, before expenses,
of HK$4,147,000.

(b) References are made to the circular dated 4
December 2015 and the announcement of
the Company dated 22 December 2015 in
relation to the poll results of the extraordinary
general meeting of the Company, the Bonus
Issue was made on the basis of one Bonus
Share for every one existing Share held by the
Qualifying Shareholders on 5 January 2016. As
at 5 January 2016, the Company had a total of
2,336,644,876 Shares in issue and therefore,
an aggregate of 2,336,644,876 Bonus Shares
were issued by the Company under the
Bonus Issue on 7 January 2016. An amount
of HK$233,664,487 was transferred from the
share premium account to the share capital
account upon the issue of shares by bonus
issue.

(o) On 8 March 2016, the Company cancelled
7,488,000 shares in respect of shares
repurchased on 7 January 2016, 14 January
2016, 28 January 2016, 29 January 2016, 16
February 2016 and 19 February 2016.
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ZRMANRBPA-_T—RF
+ZAMAZBREARAEE
—hRF+_AZt+ZHZAMH
RNABBEARRRERFRREZ
RELERRZEERBER=Z
—NF-ARASEE—RES
R ADJEBE — AR AT IR 2 B (R 2
ARET-RZE—AF—AR
HARREAAE H2,336,644,876
RE TG - At ARRRZ
T—RF— At AREAKRET
2174 $£2,336,644,876% AT %
RARBE AT AR BT TR G 1%
233,664,487 LB B R 5 @B

R-Z—RNFE=ZANB XQA
MR —_ZE—RNFE—AtH =&
—RNE—A+HWOHE - —ZT—XRF
—BAZ=Z+N\B —Z—XRFE—A
“t+thHE ZE—ARE-A+~
A—ZE—XRE-_ATNBED
2 B& 17 5F $87,488,0000% f% 15
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—E-RE+-A=1+—H

31. SHARE CAPITAL (continued) 3. BRA (&)
On 27 June 2016, the Company cancelled 5,200,000 RZE—REXNAZ+tB KQaH
shares in respect of shares repurchased on 31 March R_EBE—RF=ZA=+—"H ZF—RX

2016, 10 May 2016 and 11 May 2016. FRE+BR-_ZE—XFRA+—HE
[B] 2z B&% 7 5E $45,200,000% A% 17 °

During the year, the Company repurchased its own RER RNAFTIREEHATIER
ordinary shares on The Stock Exchange of Hong Kong NGl A= =2 S (N

Limited as follows:

Total number

of shares Aggregate
repurchased Purchase price per share consideration
Month A BERDAR BREEE BRE
Highest Lowest
BE R1E
HK$ HK$ HK$
BT BT BT
January 2016 —E-RF—H 5,000,000 0.590 0.445 2,431,182
February 2016 —T-R¥ZH 2,488,000 0.490 0.485 1,217,840
March 2016 —ZT-R¥=H 1,000,000 0.465 0.460 463,240
May 2016 NG 4,200,000 0.420 0.405 1,748,160
December 2016 A S | 2,832,000 0.440 0.420 1,213,840
Total s 15,520,000 7,074,262
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31. SHARE CAPITAL (continued) 31, BRA (&)
A summary of the transactions during the year and last EARRBARN G D IBITIRAR A FEE) -
year with reference to the above movements in the FANEFNTSEENT

Company's issued share capital is as follows:

Number of Share
shares in Issued premium
issue capital account Total
BTRGHE ERTRE  RORER @t
HK$'000 HK$'000 HK$'000
FET THx THT
At 1 January 2015 R-Z—1F—HF—8 1,626,694,876 162,669 920,424 1,083,093
Subscription shares allotted and issued B2 & 21T ER D 339,800,000 33,980 372,709 406,689
Conversion of convertible bonds REBABKRES 128,000,000 12,800 88,943 101,743
Share options exercised BT R ERE 62,150,000 6,215 55,480 61,695
Warrants exercised BT R RREE 180,000,000 18,000 109,800 127,800
At 31 December 2015 and RZZE—A1F
1 January 2016 TZA=T-Bk
ZE-RE-f—H 2,336,644,876 233,664 1,547,356 1,781,020
Issue of shares by bonus issue BRAREITMETRGE  2,336,644,876 233,664 (233,664) =
Repurchase of shares BERG (12,688,000) (1,268) (4,591) (5,859)
Exercise of share option I RERE 11,000,000 1,100 3,047 4,147
At 31 December 2016 RZE—RF
+-A=1-H 4,671,601,752 467,160 1,312,148 1,779,308
Share options BB
Details of the Company’s share option scheme and the RACIERER B RETEIIE T 22 817
share options issued under the scheme are included in MBS BRI N I IS R M TE32 -

note 32 to the financial statements.
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32.

NOTES TO FINANCIAL STATEMENTS

SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
of the Scheme include the Company’s directors,
including independent non-executive directors, other
employees of the Group, suppliers of goods or services
to the Group, customers of the Group, the Company’s
shareholders, and any non-controlling shareholder
in the Company’s subsidiaries. The Scheme became
effective on 23 May 2007 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme
is an amount equivalent, upon their exercise, to 10%
of the shares of the Company in issue at any time.
The maximum number of shares issuable under share
options to each eligible participant in the Scheme
within any 12-month period is limited to 1% of the
shares of the Company in issue at any time. 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 associates, are subject to approval in advance by
the independent non-executive directors. In addition,
any share options granted to a substantial shareholder
or an independent non-executive director of the
Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any
time or with an aggregate value (based on the price
of the Company’s shares at the date of grant) in
excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a
general meeting.

32.

Bt 5 R AR B

31 December 2016
—E-XF+ZA=+—H
B R E
RNATRMBEREE ([5T81)) - §
TETR R B N RN T AR R B B ARt
EHBERMNEER2HEHE -FEINEE
B2EEBERARANES (BEEL
FHITES) AKEHMEER KEE
EmdRBEED AREREF KA
AR R AR RIME A TR IEEE R AR
RostglR—_ZETLFRA-T=RARE
ERCBRIFSEEUESEET TRIEBE
% HEH 105 -

IR EAR IR ST IR A R 1T (R B IR
BB ARITEERE R AR RMEMR
B R B 21T AR D B9 10% » AT faI1218 A
HEA SIS ER2BEREBRE
AETHRO &S EE RNRARBZEH
AR E BT B 1% ° BBIMNE
FBIE LR BE A B IR B R R A R K
kil

MARREE THRAEHKFERESK
BENEMEBE AR D ERERCE
FERITEFFLBE - WHN mAREE
ERFIBE T IENTEE R EHNEMA
BE A B 89 B AR R R {11 21 A BRFE
FBIBAD A RHRE BT 0.1% 3K
BE (RERRE BEBRARRRIRGERS
=T &) #2385,000,0008 7T © 78 LA R R
RS EEEA A
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32.  SHARE OPTION SCHEME (continued) 32. BERRAEIE (&)
The offer of a grant of share options may be accepted AR AEETMBTREARER 7]
within 21 days from the date of offer, upon payment RIZZ HHREE 21 B NES S B
of a nominal consideration of HK$1 in total by the B o BB ENIT R ESE
grantee. The exercise period of the share options T REBHERG L£XRBBETER
granted is determinable by the directors, and BEEREABTEEEA (URE
commences after a vesting period and ends on a date EEEVBRE1E3IFE -

which is not later than 1 to 3 years from the date of
offer of the share options or the expiry date of the
Scheme, if earlier.

The exercise price of share options is determinable BRENTEERESEE T B AK
by the directors, but may not be less than the RUTESE: VAR TRONIZEEHE
higher of (i) the Stock Exchange closing price of the A% B ERE B AT PR U T B (VAN B AR
Company'’s shares on the date of offer of the share DR EBEIZE AT A ERZ S 3B
options; (ii) the average Stock Exchange closing price U mig  RGiDA AT IRmRIESR
of the Company’s shares for the five trading days HEAE E (A -

immediately preceding the date of offer, and (i) the
nominal value of the Company's shares on the date of

offer.
Share options do not confer rights on the holders to B IS P 4 B, 45 A A MEN AR B s AR
dividends or to vote at shareholders’ meetings. HEAE FIREMRER o
The following share options were outstanding under RER N tEB NERES KT
the Scheme during the year: f&
2016 2015
Weighted Weighted
Average average
exercise exercise
price Number price Number
per share of options per share of options
mETH BRE T B
BRTEE #B  BRITEE g8
HK$ ‘000 HK$ ‘000
BT TR BT T
At 1 January n—A—H 1.911 217,730 0.754 90,200
Adjustment during the year FANHE - 217,730 - -
Granted during the year FARE 0.436 210,000 2.060 192,930
Exercised during the year FERTTHE 0.754 (11,000) 0.754 (62,150
Lapsed during the year FRXK 1.030 (250,000) 0.807 (3,250)
At 31 December W+tZA=+—H 0.640 384,460 1.911 217,730
The weighted average closing price of the Company's FRNEEITEEEEBBRIARFIEGD
shares immediately before the dates on which the YK HE AFR039E T (=
share options were exercised during the year was E—FHF:354E7T) °

HK$0.39 (2015: HK$3.54) per share.
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32. SHARE OPTION SCHEME (continued)

The exercise prices and exercise periods of the share
options outstanding as at the end of the reporting

period are as follows:

NOTES TO FINANCIAL STATEMENTS

B R R M
31 December 2016
—ET-XF+-A=+—H
Bl REsTE (&)
RmESR RITEBRENTHEER
ITEEHEAON T -

2016 ZE-RF
Number of options Exercise price* Exercise period
BREHE TREEx 1T fEH
HK$
‘000 per share
TR BRET
38,600 0.377 23-07-2015 to 22-07-2017
23-07-2015222-07-2017
24,600 1.03 24-07-2015 to 23-07-2018
24-07-2015%23-07-2018
77,295 1.03 24-07-2016 to 23-07-2018
24-07-2016£23-07-2018
33,965 1.03 24-07-2017 to 23-07-2018
24-07-2017%£23-07-2018
63,000 0.436 01-07-2017 to 13-10-2019
01-07-2017%13-10-2019
63,000 0.436 14-10-2017 to 13-10-2019
14-10-2017%13-10-2019
84,000 0.436 14-10-2018 to 13-10-2019
14-10-2018£13-10-2019
384,460
2015 —ET-hF
Number of options Exercise price* Exercise period
BB EZA TEE* 1716 58
HK$
‘000 per share
T BB T
5,500 0.754 23-07-2014 to 22-07-2016
23-07-2014%22-07-2016
19,300 0.754 23-07-2015 to 22-07-2017
23-07-2015%&22-07-2017
12,300 2.060 24-07-2015 to 23-07-2018
24-07-2015%23-07-2018
132,398 2.060 24-07-2016 to 23-07-2018
24-07-2016%23-07-2018
48,232 2.060 24-07-2017 to 23-07-2018
24-07-2017%23-07-2018
217,730
* The exercise price of the share options is subject to ki E{?&H&Eﬁﬂﬁﬁ%ﬁiﬁ$’&ﬁ?%$_ﬁj@
adjustment in the case of rights or bonus issues, or ROZBHERT  BRENITEE
other similar changes in the Company’s share capital. AFHTAE-
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32.

NFETZA=1+—H
SHARE OPTION SCHEME (continued) 32. BERRAEIE (&)
The fair value of the share options granted during FRNE L ERES QN TEE 534,476,000
the year was HK$34,476,000 (range from HK$0.16 BT (MR ER0.16ETE0.17ET)
to HK$0.17 each) (2015: HK$162,900,000 (range — = — A :162,900,0007% 7T (R
from HK$0.83 to HK$0.89 each)). The Group G083 T E08IE L) ) c REFHR
recognised a share option expense of HK$27,851,000 HE—"E—XRNE+-_BF=+—HIIFEE
during the year ended 31 December 2016 (2015: TR AR R 227,851,000 L (= F
HK$80,287,000). — A4 80,287,000/ 7T ) °
The fair value of equity-settled share options granted RAREERHIRELEEEREATZER
during the year was estimated as at the date of grant, EEHBER BB IER G &
using a binomial model, taking into account the terms ZEERRER P ST TR
and conditions upon which the options were granted. SIFF R A B EE R
The following table lists the inputs to the model used:
2016 2015
Grant date Grant date
R B i B
14-10-2016 24-7-2015
Dividend yield (%) % B 75 (%) = -
Expected volatility (%) T8 B R 18 (%) 58 71
Historical volatility (%) FE 2R 08 (%) 58 71
Risk-free interest rate (%) #2% [ B M) R (%) 0.58 0.61
Expected life of options (years) BRETEEEEH (F) 3 3
Weighted average share price i RRE
(HK$ per share) (B&ABT) 0.436 1.03

The expected life of the options is based on the
historical data over the past three years and is not
necessarily indicative of the exercise patterns that may
occur. The expected volatility reflects the assumption
that the historical volatility is indicative of future
trends, which may also not necessarily be the actual
outcome.

No other feature of the options granted was
incorporated into the measurement of fair value.
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32.

33.

NOTES TO FINANCIAL STATEMENTS

SHARE OPTION SCHEME (continued)

At the end of the reporting period, the Company
had 384,460,000 (2015: 217,730,000) share options
outstanding under the Scheme. The exercise in full
of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 384,460,000 (2015: 217,730,000) additional
ordinary shares of the Company and additional share
capital of HK$38,446,000 (2015: HK$21,773,000)
and share premium of HK$207,602,000 (2015:
HK$394,362,000) (before issue expenses).

At the date of approval of these financial statements,
the Company had 384,460,000 share options
outstanding under the Scheme, which represented
approximately 8% of the Company’s shares in issue as
at that date.

ACQUISITION OF SUBSIDIARIES

a) On 1 March 2016, Shenzhen Penda Rongtong
Trading Limited, an indirect wholly-owned subsidiary
of the Company entered into the First Share
Transfer Agreement and the Second Share Transfer
Agreement with the owner of SZTI and Fujian Fang
Run Construction Group Company Limited (“FJFR")
respectively. The Company has conditionally agreed
to acquire from both of the vendors 51% equity
interest in SZTI and FJFR at a consideration of RMB35
million and RMB50 million respectively.

The precedent conditions to the First and Second
Transfer Agreements were fulfilled and the
completion of the two agreements took place on 24
March 2016. By acquiring SZTI and FJFR, the Group
will have opportunity to participate in construction
projects. It is expected that the Group can derive
revenue from the execution of contractual works
and the provision of on-going maintenance services
related to the construction projects.

32.

33.

Bt 75 R AR B

31 December 2016

—E-RE+-A=1+—H
Bl REsTE (&)
RB|EBRR ARRRETEE TR
{# & B8 % #E /5384,460,0001) (=&
— A4 :217,730,0001 ) » £ A A AR
BEREBET BHTERKRITERE
f% ¥ 15 38 B A A 7] #%17384,460,000
A% (—Z —F 4 :217,730,0000% ) Z8 b
A% - 58 /M IR AR38,446,0007%8 7T (=
T —RHF:21,773,0008 1) M D
i (207,602,000 0 (= ZF — A F:
394,362,000 7T) (KRB EITH
) e

REZEF BRI AEBE KA FRIE
=128175384,460,00017 BE AR AE i A7 T1E
HERARNBRZBZEEITRH A
8% o

W i — Y B 2 F]

a) REZZB-REF=ZA—R FRINTEE
MBEEARAR(REARFZME
BE2EMBRR) DR ERYIA LR
AkEZETHREREEERAA
(MMEEAD B ZHEBANTLE 0
RS R E RS E D
FoARRDHKRHERE AT WE
HRFYIBIRRAREETBZ51%
v - B2 B 7 AR #35,000,000
7T &2 A R #50,000,0007T ©

F—IRFE-_MIEB R TR
BUHERERRZMDBHER —F
—RE=ZAZ+MBEX - BBEKE
RYINBIsERARERTTE  AREH
ERE2EBEETIE - BHAKEA
BRITENTERRHABZEEE
BB 2 BEEE RS EE -
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33.  ACQUISITION OF SUBSIDIARIES (continued) 33, WE—FEHELT (&)
a) (continued) a) (&)
The fair value of the identifiable assets and liabilities Y181 55 BRBA R AB 2 B Uk B B A
of SZTI and FJFR at the date of acquisition were as COHREERBEB ATFENT
follows:
2016
SZTI FJFR Total
I
Al &R BEAHE Bzt
HK$'000 HK$'000 HK$'000
TR TR TR
Property, plant and equipment NE BEREE 281 3,696 3,977
Inventories FE 225 23,967 24,192
Trade receivables [EME 5 8R3 2,950 - 2,950
Prepayment, deposits and other BHIE e REMEKTIE
receivables 1,924 24,784 26,708
Cash and cash equivalents ReRBReSEN 98 36 134
Other payables and accruals HitENRERESER (10,339) (24,713) (35,052)
Total identifiable net (liabilitiesyassets A7l (B &) /BEFELT (4,861) 27,770 22,909
Less: Non-controlling interest upon 35l : RUREBRS JEIR R 25
acquisition (2,382) 13,607 11,225

Total identifiable net (liabilitiesy/assets W& Al (B1E) /EE

subject to acquisition FEBE (2,479) 14,163 11,684
Goodwill on acquisition Wiiahs 2 BB 43,342 44,212 87,554
Satisfied by cash consideration NEEREXH 40,863 58,375 99,238
The fair values and gross contractual amount of trade YA BRI E BE 2 e
receivables and other receivables of SZTI as at the SEFREMERZEZ XN FER
date of acquisition amounted to HK$2,950,000 and B4 42 %9 Bl 52,950,000 7T &
HK$1,917,000 respectively. 1,917,000/ 7T °
The fair values and gross contractual amount of BEAENIE R 2 H i El s
other receivables of FJFR as at the date of acquisition 2R ERBE NS TER24,744,000
amounted to HK$24,744,000. BT TR W ECE B IR R E A

JE Y SR IE AN A Y [e] o
No trade receivables and other receivables were F8 HA NP 4 fiE UG 5 BR 2 K ELAth FE U 3k
expected to be uncollectible. 5 A AU (e o
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NOTES TO FINANCIAL STATEMENTS

33. ACQUISITION OF SUBSIDIARIES (continued)

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

33. WE-—RBKEAR (&)

a) (continued) a) (&)
The non-controlling interests recognised at the AU HERTER 2 SRz T2 R
acquisition date was measured by reference to the SRR PR R S A I R B R B EF
non-controlling interests proportionate share of the BEEALB I HHNEESE -
recognised amounts of acquiree’s identifiable net
assets.
The goodwill arising from the acquisition of SZTI WS FEI AR K@ T HELE Y
and FJFR is attributable to the future growth and PR IR RN A R 2 Rk
profitability in relation to the construction business. ERAFEE S -Fast W EGEa] 5 F
None of the goodwill is expected to be deductible for BRI -
income tax purposes.
As analysis of the cash flows in respect of the YA B RRE S B Wi 2 1]
acquisitions of SZTI and FJFR are as follows: EREOWINT :
2016
SZTI FJFR Total
#
£l 5% R 8 BEHE st
HK$'000 HK$'000 HK$'000
TR TER TR
Cash consideration ReRE 40,863 58,375 99,238
Cash and bank balance acquired Wiz Be RRTES (98) (36) (134)
Net outflow of cash and cash FAREEDMBRENEL
equivalents included in cash flows ReRReBEM IR
used in investing activities 40,765 58,339 99,104
b)  On 15 August 2016, YT B BEMEHR by RZT—XRFNATER FII

R A7], an indirect wholly-owned subsidiary
of the Company entered into a share transfer
agreement with the owner of A LT & S K45
HAEBR AR ("ZSMZ") to acquire 70% equity
interest of ZSMZ at a consideration of RMB46
million. ZSMZ held trademarks of 2&F37K4f and
is principally engaged in tourism business. The
acquisition was completed on 31 August 2016.
The management considers that the acquisition
enables the Group to diversity its business into
tourism business and broaden revenue sources
of the Group.

mEHEBEAR AR (KAAF
ZHEE2EWMBAR)EHP LT
RBARBEBERAR ([FILE
K1) 2 BB NFT LA B E
A LR R70% /42 - 1K
B 7" A K %46,000,0007T ° 1L
RERFEEEKBEEREER
ERBEEH - WBER _F—X
FNA=ZT—BREK-BEEER
B RBBASAREZ TR R
HEBERBEG L EEAEE
Z AR
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NOTES TO FINANCIAL STATEMENTS
B HERM T

31 December 2016
—E-XRFEt+ZA=1+—H

33. ACQUISITION OF SUBSIDIARIES (continued) 33. WEE—RKEBATR (&)
b) (continued) b) (&)
The fair value of the identifiable assets and RILRBEANERAE O H &
liabilities of ZSMZ as the date of acquisition ENEEZATERT:

were as follows:

2016
ZsMz
FILRR
HK$'000
FER

Intangible assets — trademark mILEE TR 83,993
Cash and cash equivalents RERREEEY 1
Deferred tax ERETIA (16,798)
Other payables and accruals Hib N FIE L ERTE A (593)
Total identifiable net assets ABRIEEFEAR 66,603
Less: Non-controlling interest upon T M B R SRR AR M 2

acquisition 15,370
Satisfied by cash consideration LRESRELZH 51,233
The non-controlling interests recognised  FAUKEE B BAFER 2 FEIE IR R L B T 2
at the acquisition date were measured Al B EEFEZ A FEHER -
by fair value of the acquiree’s
identifiable net assets.
As analysis of the cash flows WERILRERZRERESTWT
in respect of the acquisition of
ZSMZ is as follows:
Cash consideration REaNRE 51,233
Cash and bank balance acquired Ui 2 R & MIRTTAE B2 (1
Net outflow of cash and cash equivalents st AREEFEBFTAREREZRE R

included in cash flows used in REFEWZFRE

investing activities 51,232
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NOTES TO FINANCIAL STATEMENTS

33. ACQUISITION OF SUBSIDIARIES (continued)

o}

On 1 October 2016, FINEHEZE S HRAF], an
indirect wholly-owned subsidiary of the Company
entered into a share transfer agreement with the
owner of RIITHEMKEZERBRAAE] ("SZZH")
to acquire 100% equity interest of SZZH at a
consideration of RMB48 million. SZZH held 55%
each of 3 Beijing subsidiaries which are 1t 3 AlRE
AEBREEEERQA, tRARAENKRE
ERBRAF and ERARBLETEEEEEFRA
A]. The principal activities of SZZH group is renting
of office premises and facilities. The acquisition was
completed on 31 October 2016.

The management considers that the acquisition
enables the Group to strengthen its rental business
segment and generate a stable and recurrent rental

income.

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

33. WE-—RBKEAR (&)

o)

RZF-—RF+A—B FI2
BEZERARF (ARAZHE
2EMBAR)ERIHEME
BBRARRAR (DRYIZEM])
Z A NFT LD B R h ek A M
BARIIZEM100% M - KERA
R #48,000,0007T © i I 5= A 5
B =t =K B R (B4 = Al
RABBREEEARAR 1L
RERAEHREEEBRAA
RIARABETREEEBRA
A& B55% &  RYIHME
BrEX2XBEARERLMER
B WEBER T —RF+ A
=+—HE&Ke

BEERS WEASANEEE
BEMEXRGOBEGEREBER
rEEES WA -
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B HERM T

31 December 2016
—E-XRFEt+ZA=1+—H

33.  ACQUISITION OF SUBSIDIARIES (continued) 33. WE—FEHEBELT (&)
o) (continued) Q) (&)
The fair value of the identifiable assets and liabilities YA E AU EE A E 2 T E
of SZZH group as the date of acquisition were as BEENBBEBZAFENET:
follows:
2016
SZZH
FIIZA
HK$'000
FER

Property, plant and equipment M BB R&E 382
Intangible assets — contract mEEE—GH 52,631
Trade receivables FEWE 5 R 3K 22,469
Prepayment, deposits and TERTFRIE e d R E Ath B Y RRIE

other receivables 37,369
Cash and cash equivalents RekBEEED 777
Trade payables JETE 5 R )
Deferred tax ERETIR (13,158)
Other payables and accruals HEMENRIERESER (69,564)
Total identifiable net assets AR EEFEETE 30,904
Less: Non-controlling interest upon VRN IS S g e

acquisition 20,018
Total identifiable net assets subject to e Al Rl EE T EBRE

acquisition 10,886
Goodwill on acquisition W iE R 2 8 42,716
Satisfied by cash consideration RS REZN 53,602
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NOTES TO FINANCIAL STATEMENTS
5o 75 R 2% FY =

31 December 2016
—E-RE+-A=1+—H

33. ACQUISITION OF SUBSIDIARIES (continued) 33. WEE—REKHBAT (&)
0 (continued) 0 (&)
The fair values and gross contractual amount of trade EYIEEMAUGRE B E  FEE 5 B8R
receivables and other receivables of SZZH as at the TR EMERZIE AT ERE
date of acquisition amounted to HK$22,469,000 and EHEED R E22,469,0005 T &%
HK$35,961,000 respectively. 35,961,000/ 7T
The non-controlling interests recognised at the AU EE B BRI FEIERiEzs Th 2
acquisition date were measured by reference to the RRIEIE AR e 2 AR U B 5 al 3 B &
non-controlling interests proportionate share of the EREOERLE 2 EEst
recognised amounts of acquriee’s identifiable net o
assets.
The goodwill arising from the acquisition of SZZH is WEE RN ZEMEE 7RI ERRN
attributable to the future growth and profitability of THRBER 7 RRIER KB EE
the rental business. None of the goodwill is expected SR M W EEEa ]
to be deductible for income tax purposes. i o
As analysis of the cash flows in respect of the WEESEYZEMZIRESmEN T
acquisition of SZZH is as follows: T
2016
SZZH
AIIZER
HK$'000
FHERT
Cash consideration RERE 53,602
Cash and bank balance acquired kg 23R e RIRTTHER (777)
Net outflow of cash and cash equivalents s AREZEFTARESTEZHRE R
included in cash flows used in ReFEY 2 FnE
investing activities 52,825
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NOTES TO FINANCIAL STATEMENTS
B HERM T

31 December 2016
NFE+-_A=+—H
ACQUISITION OF SUBSIDIARIES (continued)

=

—=

33.

o

(continued)

The transaction costs of the acquisitions
have been excluded from the consideration
transferred and included in “administrative
expenses” in the consolidated statement of
profit or loss and other comprehensive income.

On 25 August 2014, Shenzhen Meiming
Wenshi Trading Limited (“SZMM"), a wholly-
owned subsidiary of the Company, entered into
a share transfer agreement with independent
third parties whereby the Company has
agreed to acquire 50% equity interest in
Shenzhen Beidahuang Green Food Distribution
Limited (“SZBDH") from the vendors at an
aggregate consideration of RMB2.5 million. The
transaction was completed on 4 March 2015
and after that day, SZBDH became a subsidiary
of the Group.

SZBDH is principally engaged in the wholesaling
and retailing of staple food, cooking oil,
alcohol and beverage, frozen and fresh food
manufactured by Heilongjiang Beidahuang
Agribusiness Group Corporation.

33.

hE—EHREARE (&)

o

(%)

WiE 2 X HATIE @R (E
PHRLE AGREEEREME
A ER R T [TTERFA ] A e

RZE—WMNFENAZ+RHABF
ImERFEEEBRAR (R
NEZ] ARRIZEZEWB R
AEBYE= AR URDEE
W B ARFREBERES
R K RgeRMERXA
PR AR (DRYIAEKRFE]) 250%
It - BRE R AKME2,500,000
T RGER-_E—RHF=AN
BT ki B % ORYIETE KRR
AR EEZHEAR -

RYSERRERRERERTE
REILEXNREREEBRRE
EZIRm RAM BEBEEK
(ERVEL NN ) L
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33. ACQUISITION OF SUBSIDIARIES (continued) 33.

o}

(continued)

The fair value of the identifiable assets and
liabilities of SZBDH as at date of acquisition

were as follows:

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% MY =

31 December 2016
—E-RE+-A=1+—H
Wi —EWBATR (&)

0 (&)

RYIE AT UES BB 2 TR
BERBBEZATFERT:

2015
HK$'000
FET
Property, plant and equipment Y- BEREE 38
Inventories FE 937
Trade and bills receivable JEWE SRR RERE 275
Prepayment, deposits and other TR FIE - i@ R H 4t FE U FRIE
receivables 10,955
Cash and cash equivalents RekBReEED 688
Trade and bills payable ENESERNEE (38)
Other payables and accruals Han R RIERERTE A (13,244)
Total identifiable net liabilities B SEN=Re gk (389)
Add: Non-controlling interest upon N AU SRR AR HE
acquisition 194
Total identifiable net liabilities subject WigE AT AF B ERE
to acquisition (195)
Goodwill on acquisition BB 2 & 3,322
Satisfied by cash consideration LRENRELZH 3,127

An analysis of the cash flows in respect of the

RYMEARTRZWBZRERESD

acquisitions of SZBDH is as follows: T
2015
HK$'000
FHET
Cash consideration ReRE 3,127
Cash and bank balances acquired WEE 2 B & MIRTTHE % (688)
Net outflow of cash and cash FARBEESARERECRER
equivalents included in cash flows ReSEMFRD
used in investing activities 2,439

PELAREXEEZRER
2016
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NOTES TO FINANCIAL STATEMENTS
g E ks

31 December 2016
—E-XRFEt+-A=1+—H
33. ACQUISITION OF SUBSIDIARIES (continued)

Impact of acquisition on the results of the Group

SZTl and FJFR

SZTl contributed turnover of approximately
HK$9,185,000 and net loss of approximately of
HK$342,000 respectively to the Group for the period

from the acquisition date to the disposal date.

If the acquisition had been completed on 1 January
2016, SZTI would have contributed turnover of
approximately HK$9,185,000 and net loss of
approximately HK$2,511,000 to the Group for the

year ended 31 December 2016.

FJFR contributed turnover of approximately
HK$222,782,000 and net loss of approximately of
HK$586,000 respectively to the Group for the period

from the acquisition date to 31 December 2016.

If the acquisition had been completed on 1 January
2016, FJER would have contributed turnover of
approximately HK$226,824,000 and net loss of
approximately HK$2,362,000 to the Group for the

year ended 31 December 2016.

SZZH

SZZH contributed turnover of approximately
HK$15,911,000 and net profit of approximately
HK$6,259,000 to the Group for the period from the

acquisition date to 31 December 2016.

If the acquisition had been completed on 1 January
2016, SZZH would have contributed turnover of
approximately HK$75,254,000 and net loss of
approximately HK$29,105,000 to the Group for the
year ended 31 December 2016. Loss of SZZH before
acquisition mainly because not all the office premises
were rented out but SZZH still had to pay rent to the

landlord.
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33.

WiE—EHNEAR (&)
WBHAEEEE TS

Y BYSE AR R 152 T B
BREAHEEE A HEEHE R
BlERARAEE DR EREXEELD
9,185,000/ 7T }& 5 /& 18 49342,000/%
5o

WEBER=ZTE—"F—A—H=EX"
FYNBERBEARBE_ZT—R"F+=
A=+—BLEFEASALAEEER
B EI 499,185,000/ T M FEE L
2,511,000 7T

BUWBRHE—F—R"F+ZA=1—
A8 BT BARAKE S R A
& H#9222,782,0008 7T K % B 1B A
586,000/ 7T ©

HWEBER -_T—R"F-A—B%x
KREIERBE TR Ft+=
A=ZT—BLEFENHAEAEEETR
& R #226,824,0007%8 7T K FE B A
2,362,000/ 7T ©

Y EEF
BREARE T —"F+-_A=1+—
BIEEIE RV BENAELAEEDRE
i & 2 584915,911,0000%8 7T & 41 %1 49
6,259,000 7T ©

MEBER-ZZ—X"F—A—H=E
KRN ENMREBEEZS—RF+=
A=Z+—BLEFEABALREB TR
& 2B 475,254,000/ 7T MF BB Y
29,105,000/ 7T o AU BB BRI B A0 2
BEEFEZERHNIIEFMBERAYEGM
HmARNEMDAEREEZAFES -



33.

NOTES TO FINANCIAL STATEMENTS

ACQUISITION OF SUBSIDIARIES (continued)
Impact of acquisition on the results of the Group
(continued)

SZZH (continued)

The unaudited pro-forma financial information set out
above is for illustrative purpose only on the effect of
the acquisition of SZTI, FIFR and SZZH having been
completed at the beginning of the year ended 31
December 2016. The unaudited pro-forma financial
information set out above is not necessarily an
indication of turnover and results of the continuing
operations of the Group nor is it intended to be a
projection of future results.

SZBDH

Goodwill arose in the acquisition of SZBDH because
the cost of the combination included a control
premium, In addition, the consideration paid for the
combination effectively included amounts in relation
to the benefit of expected synergies, revenue growth,
future market development and the assembled work
force of SZBDH. These benefits are not recognised
separately from goodwill because they do not meet
the recognition criteria for identifiable intangible
assets.

None of the goodwill arising on the acquisitions is
expected to be deductible for tax purposes.

Included in the profit for the year is HK$922,000
attributable to the additional business generated by
SZBDH. Revenue for the year includes HK$566 million
generated by SZBDH.

Had this business combination been effected at
1 January 2015, the revenue of the Group from
continuing operations would have been HK$860
million, and the profit for the year from continuing
operations would have been HK$15 million. The
directors of the Group consider these ‘pro-forma’
numbers to represent an approximate measure of the
performance of the combined group on an annualised
basis and to provide a reference point for comparison
in future periods.

Acquisition-related costs have been excluded from the
consideration transferred and have been recognised as
an expense in the period, within the “administration
expense” line item in the consolidated statement of
profit or loss and other comprehensive income.

33.

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H
Wi —EWEBATR (&)
WBHAEEERE 2 E (F)

FRYNZER (48)
EXFEAREEREEUBERTE
AU BRI B R IR AR R 77 B I
RINENMERBE_ZT—RF+_H
=t RLEFEMRRE TR ZFE £
XFAEAKEZHEPBERL TR
AEEREREEB 2 EEXBRESR
TRIERREAE 2 TAA -

FRINAEA Tt

HREHRABEEHERE WS
AL TRELERE UL B & B
REER LBREEREBHRNE W
IR RRMIHER LRI KFRER
BEEBNNEZER ENE TS HEE
BORER DTARZXFNRLTTA
B SIE:SiA-V=3: 0kt Ry

TBHWE e E LA AR E -

FERHN BRI ATTE £ FEINEFE
FE(EE922,00058 7T « T AU B 45 7= |
4b A5 BE A #9566,000,00058 7T ©

HWHEBAHR-_T—RFE—A—HB4E
BoARBEERECEEREENKE
#% £860,000,00078 7T MIFELE XS
2= A B F A s M 415,000,000/ 7T ©
AEBEERE ZEHEEI8TAESE
HAERIRFLEEFENPHRR I
A ARREARRHLRHZES-

WERERACD BB ERET S L
ERNmEBRaMEMEEmBARRD
[TTERF S ] R TR SRR -
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g E ks

31 December 2016
—E-XRFEt+-A=1+—H

34. DISPOSAL OF SUBSIDIARIES 3. HEHEB AT
) As disclosed in note 33, the Group acquired (i) SR L0 BT RE33PT I BE - AN B
Shenzhen Tronsin llluminating Technique AUt EESE YT Al S BEA RN A IR
Limited (“SZTI”) during the year. However, ANFE (EYAISCRBER ) « R
due to the delay of construction projects, the HRNELTEELEE SIEBEH
management re-assessed the risk and return T EBREK L BRI T LE
concerned, and taking into consideration of HEEEE# e KNEFR_Z
other better investment opportunities, the —RNRENAUBRESREBARK
Group disposed the 51% equity interest of 35,000,000 A B E=HEE
SZTl to independent third parties for a cash ST | Bl S BRBE 2 51 % A% A o
consideration of RMB35,000,000 in August
2016.
2016
HK$'000
FHET
Total consideration wRE 39,085
Less: Net assets including in B TIBEZEEFRE
assets of disposed groups of: (FFALBHERZEE) -
Property, plant and equipment ME B MEE 256
Goodwill ik 43,341
Inventories e =1 215
Trade receivables FEWE 5 8RR 2,822
Prepayments, deposits and other AR IR - 18 R H MR FKIE
receivables 1,625
Cash and cash equivalents RekReFED 94
Trade payables FEfTE 5 RR K (56)
Other payables and accruals EfMEMNRIERERER (9,931)
38,366
Add: Release of exchange MmN ERREEY Z58
difference upon disposal 116
Add: Non-controlling interests R SR 2 IR ER
upon disposal (2,438)
Loss on disposal of the subsidiary — HEW B AR 2 EiE (1,603)
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% MY =

31 December 2016
—E-RE+-A=1+—H

34. DISPOSAL OF SUBSIDIARIES (continued) 3. HEMBAT (&)
(i) (continued) (i) (&)
An analysis of the net inflow of cash and cash HEELA RS RRESZEEMR
equivalents in respect of the disposal is as ASEZESHOT
follows:
2016
HK$'000
FET
Cash receivable FEUR & 39,085
Cash and cash equivalents FrtEzHERREEEY
disposed of (94)
Net outflow of cash and cash HENBAREELEZERE M
equivalents in respect of RESEMRLFRE
the disposal of the subsidiary (94)
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

34. DISPOSAL OF SUBSIDIARIES (continued) 3. HEMBAT (&)

(ii) The Group disposed the entire issued capital (ii) NREBFBIIUNRSREARK
held of BAPP (Northwest) Limited (“BAPP 40,000,000CAIBYIE =/
Northwest”) to an independent third party for & FT#FBAPP (Northwest) Limited
a cash consideration of RMB40,000,000. On ([BAPP Northwest|)Z Z &2
15 June 2015, BAPP completed the disposal BT AR R - ZFTE—RHENA
of BAPP Northwest and the Group lost the + A B 'BAPPT K HH & BAPP
control of BAPP Northwest and its wholly Northwest * 1 Z~ £ [& 55 2= ¥ BAPP
owned subsidiary Ningxia West Bright New Northwest X 2 BB AR EE
Resource Technology Company Limited. The S Hee RS R MAR A
two disposed companies were the discontinued T R HE R T
operations of the Group (Note 26). BAREER B FREERE (T

26) °
2015
HK$'000
FHET
Total consideration wRAE 49,659
Less: Net liabilities including in assets J& : 7| &8 2 B & F5E
of disposed groups of: (FFALEBERZEE) -
Property, plant and equipment M BB MR 613
Prepaid land lease payments TET L & FKIE 15,655
Inventories B 38
Prepayments, deposits and AR IR - 1R & R H MR FKIE
other receivables 615
Due from related parties JE U A A T FIE 75
Cash and cash equivalents ReERBRSEEY 13
Other payables and accruals Hib e RIBNERTE R (7,931)
Deferred income R FE WA (10,895)
(1,817)
Add: Release of exchange N PO SRR Bl Y =5
difference upon disposal 5,380
Gain on disposal of the subsidiary ~ HEH B QA Z W 56,856
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31 December 2016
—E-RE+-A=1+—H

34. DISPOSAL OF SUBSIDIARIES (continued) 3. HEHBAT (&)
(ii) (continued) (ii) (&)
An analysis of the net inflow of cash and cash HEES RS NESSEY R
equivalents in respect of the disposal is as ASEZESHOT
follows:
2015
HK$'000
FHET
Cash consideration RERE 49,659
Cash and cash equivalents FrtEZ R RREEED
disposed of (13)
Net inflow of cash and cash HEELACReMRESEMRANEHE
equivalents in respect of
the disposal 49,646
(i) On 12 June 2015, the Company entered into iy MZE—RAFA+=—H XA
an agreement with an independent third party, RIE—BB L E=FE] L
pursuant to which the Company agreed to B ARFREBENRBERE
sell all its 100% equity interest in Bio-Dynamic 1,000,000/ 7T & H A E Y8 h
China Limited for a cash consideration of FEAERARZ2EMRE R T
HK$1,000,000. Upon the completion of the KHEER KEBKREEHEYE
disposal, the Group lost the control of Bio- NAEBRERARMEEZEHRNBEA
Dynamic China Limited and its wholly owned AIRBELHENEERERAR
subsidiary Harbin Niu Wang Muye Management 2 PR o
Company Limited.
2015
HK$'000
FHET
Total consideration HRE 1,000
Less: Net liabilities including in B TNASIEZBEFE
assets of disposed groups of: (FFALEBHERZEE) -
Property, plant and equipment ME - WE MEE 293
Prepayments, deposits and B FIE R e M E M ERFRIE
other receivables 92
Cash and cash equivalents ReEkReFEY 6
Other payables and accruals HiENZHIERESTER (56)
335
Add: Release of exchange R EREEIERE=58
difference upon disposal 41)
Gain on disposal of subsidiaries HEMH B ARz s 624
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31 December 2016
—E-XRFEt+-A=1+—H

34. DISPOSAL OF SUBSIDIARIES (continued) 3. HEMEBAT (&)
(i) (continued) iy (&
An analysis of the net inflow of cash and cash HEEEACESRBESEEYR
equivalents in respect of the disposal is as NFBEONIMT :
follows:
2015
HK$'000
FHET
Cash consideration BeRE 1,000
Cash and cash equivalents FrHEzRekBEeEEY
disposed of (6)
Net inflow of cash and cash HEELX R MRESEMRANEHE
equivalents in respect of
the disposal 994
35. PLEDGE OF ASSETS 35. EEER
Details of the Group's bank loans, which are secured AREBUAREBEEFERBZETER
by the assets of the Group, are included in notes 27 FHIEDRIE R SRR MI 527 5%29

and 29, respectively to the financial statements.
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36.

NOTES TO FINANCIAL STATEMENTS

OPERATING LEASE ARRANGEMENTS

The Group leases certain properties under operating
lease arrangements. Leases for properties are
negotiated for terms ranging from one to five years.

As Lessees

At 31 December 2016, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

36.

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H
REHELTH
AEERBEEEHELRHHEREETY
¥ - YWEHEHBTER—ERFHEA-

ERAEEA
RZE-—RF+ZA=+—H &&H
RIBT A REHE S HOB NI RRHKE
HemmmT:

2016 2015
HK$'000 HK$'000
FET FAETT
Within one year —F R 25,916 21,404
In the second to fifth years RE_ZFERF 40,136 54,645
Beyond five years tBiE T 187 418
66,239 76,467

As Lessors EHBEHBEA

At 31 December 2016, the Group has contracted
with tenants for the following future minimum lease
payments:

R-ZE—RF+_A=+—"H A&EHEH
HBEFP AT RRFERENKETL

2016 2015

HK$'000 HK$'000

FET FHEIT

Within one year —FR 49,607 14,945
In the second to fifth years RE_ZERF 131,479 28,902
181,086 43,847
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2016
—E-RFEt+ZA=1+—H

37. RELATED PARTY TRANSACTIONS AND BALANCES 37. BEAIXRERES
(a) Transactions with related parties and () HEBEEATETZXERBER

connected transactions ]

(i)

(ii)

The Group’'s bank loans of
HK$43,997,000 (2015: HK$67,444,000
consisted of two bank loans) consisted
of one bank loan.

The bank loan of HK$43,997,000
was secured by properties held by
Linxianghuayin Properties Investment
and Development Co., Ltd. ("E&/AZER
BEXREERARAT"), a related party
of the Group, and guaranteed by Mr.
Jiang Jianjun and Mr. Jiang Jiancheng,
directors of the Group.

On 13 May 2015, the Company
entered into the Framework Agreement
with the supplier to the supply of the
products. Beidahuang Marketing Co.
is a connected person of the Company
at the subsidiary level. The Supplier
is the group company of Beidahuang
Marketing Co., which is also a
connected person of the Company
at the subsidiary level. Therefore, the
transactions contemplated under the
Framework Agreement constitute
continuing connected transactions for
the Company. The aggregated annual
caps for transactions contemplated
under the Framework Agreement for
each of the three years ending 31
December 2015, 2016 and 2017 are
HK$576 million, HK$950 million and
HK$1,045 million respectively. During
the year ending 31 December 2016,
there was a total purchase of staple
food amounting HK$12,642,000 million
(2015: HK$252 million).

In addition to the purchase of staple
food from Beidahuang Marketing
Co., the Company has paid interest
expenses HK$1,698,000 during the
year ending 31 December 2016 (2015:
HK$1,366,000).
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(i)

(ii)

NEBMIETE XK
43,997,000 T (=&
— R F:67,444,000/8
JC BIEMBLIRITER) &
FE—HIRITE R

$R 77 B 743,997,000 &I
R EREEREERE
ERAA (RNEBEMEEE
7)) TR 2 VR - I
BHASEEEEIRELEE
MOTEERK CAEEER -

R-ZE—HFRA+=
H-AQG EEEET L
MELE LEEESR-
IR EHERDERAR
Y=Y N/NCIL == NG =N
BiEAL HERAILKX
REHERNAERATNE
QG mib K e R
BBER AR INEAR A
BARIBARANBEEAL-
E - fEBR R A T g
TR SEKARR D
SERERS - HE-ZT
—hF —E-REEkZ
E—+F+-_A=+—H
IE=EFE&F EXH
FETRETRZINETF
€ FBR % R11/A576,000,000
# 7T - 950,000,000 7T
%.1,045,000,0005% 7T °
HE-_T—XF+=-A
—t+—BLFE EEM
B 4B ER BB 5E 512,642,000
BrL(ZF— R F:
252,000,000 7T ) ©

BE-ZF-R"F+=A
“t—BLEFE KAl
REHEBRN AR QAR
BEIRMIN ARFREX
47 8.F9321,698,000/8 7
—%— R %:1,366,000
ABIL) °



NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H
37. RELATED PARTY TRANSACTIONS AND BALANCES 37. BAEATXRZNEE (8B)
(continued)

(b) Outstanding balances with related parties: (b) EEEEEATZHAEBRGEEH:
2016 2015
Notes HK$'000 HK$'000
B &x FBx FHET
Due from related parties PEURBAE A L FIE
Shenzhen Jianlai R TRKE %
Industrial Co., Ltd. BRAF] (iii) = 13,131
Harbin China Distillery BREDBEEE
Company Limited BRAF] (iv) - 3,819
Guangdong Tat Chun ERELETE TR
Electric Technology BRAA
Company Limited* (iv) - 21,739
ShenZhen Guangshenhang RN RERITESE
Wine Company Limited ERAT (iii) = 2,388
Hunan Nanshan Mineral Water 4 & & LI 3% 5 7K
Company Limited BRAF () 4,245 -
4,245 41,077
Due to related parties FEBEALRE
Guangzhou TianTian BMAXKR:E
Friendship Co., Ltd. RBARRAT (i) - (10,146)
Mr. Qu Shuncai BB %4 (ii) - (294)
Mr. Jiang Jianjun TEERE (ii) - (2,341)
- (12,781)
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NOTES TO FINANCIAL STATEMENTS
g E ks

31 December 2016

—E-RF+-A=1+—H

37. RELATED PARTY TRANSACTIONS AND BALANCES 37. BEAITXRBERER (E)
(continued)

(c) Outstanding balances with related parties: (0 HEHBEEATZHAEBRGEES:

(continued) (#B)

Notes: Mz -

(i) Companies under significant influence of Mr. (i) ZERAINEIRERAES
Jiang Jianjun. -2 X

(i) A director or ex-director of the Company. (ii) RNARIEENPIETESE -

(iii) Companies controlled by Mr. Jiang Jianjun. (iif) STRE L AES 7 AT o

(iv) Companies under significant influence of a (iv) ENF AN —ZEE
shareholder of the Company. HEBEAFE 2T

* The balance is unsecured, interest bearing * S AEEE - IZE A1.5%
at 1.5% per month and repayable within 6 HBEWEARGEARES-
months.

The balances with other related parties are HEEALZEBRAEIRT R

unsecured, interest free and have no fixed B EEEENE -

terms of repayment.

(d) Compensation of key management d) FAEEZTEEBABZWHE
personnel

2016 2015

HK$'000 HK$'000

FTET FHET

Short term employee benefits %2 #{& 8 &7 5,430 2,203

Post-employment benefits BB 12 12 A1 18 18
Equity-settled share option UARRIE 45 5 2 B AR A B =2

expense 5,786 9,071

Total compensation paid to key XM FEEZERAEZ

management personnel mHERsE 11,234 11,292
Further details of directors’ emoluments are EREEMNe 2E—FSHBER
included in note 8 to the consolidated financial A HRRMIEES o
statements.
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38.

NOTES TO FINANCIAL STATEMENTS

BENEFITS AND INTERESTS OF DIRECTORS 38.

The information about loans, quasi-loans and other
dealings entered into by the Company or subsidiary
undertaking of the Company, where applicable, in
favour of a controlled body corporate of directors is as

follows:

Bt 5 R AR B

31 December 2016
—E-XFt+ZA=+—H
EEFERER
BEAARRRISHEW B ETEI L HAE
ENEREERREANER £EX
REMIZ S (ER) A& AT

Outstanding Maximum
amount Outstanding outstanding
Total atthe  amount at amount Amount
amount  beginning the end during due but
Name of borrower payable of the year  of the year the year not paid
FOH FXRE FRE
Ef AEEZ AEEZ AEE BENE
RRAER MEAE B ME HMELR  EHAZM
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT TAT TAT FAT
As at 31 December 2016 RZE—R"F+ZA=1+—H
Loans:- B -
Shenzhen Jianlai Industrial Co., Ltd. RITRREEERRA
(Connected director: Jiang Jianjun) (BEsEz:1RE) 13,131 13,131 - 13,131 -
Shenzhen Guangshenhang RINERTEEBERAF
Wine Company Limited (BEsE2 IEM)
(Connected director: Jiang Jiancheng) 2,388 2,388 - 2,388 -
As at 31 December 2015 RZE-RF+-A=1+—H
Loans:- BR: -
Shenzhen Jianlai Industrial Co., Ltd. RYTRREEERAA
(Connected director: Jiang Jianjun) (BEsz:IRE) 13,131 13,867 13,131 13,131 -
Shenzhen Huagin Investment
and Development Co., Ltd. FERBEEERRAT
(Connected director: Jiang Jiancheng) (BB E = TEM) - 1,041 - 1,041 -
Shenzhen Guangshenhang
Wine Company Limited RYNERTEEERAT
(Connected director: Jiang Jianjun) (HEEE1EE) 2,388 - 2,388 28,782 -
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NOTES TO FINANCIAL STATEMENTS

BB ER R Y R

31 December 2016
—E-RFEt+ZA=1+—H

39. FINANCIAL INSTRUMENTS BY CATEGORY 39.

The carrying amounts of each of the categories of

¢tMIEBEDE

RBERAR SRR T AREEN

financial instruments as at the end of the reporting T
period are as follows:
Financial assets SHREE
2016 2015
Financial Financial
assets at fair assets at fair
value through  value through
profit or loss profit or loss
EBER BEiRER
BATLEIE RATEIE
MEeEmEE HemEE
Notes HK$'000 HK$'000
B F TET SRCw
Financial assets at fair value FERBEREATE
through profit or loss SIBRH S RLE B 15 63,997 76,252
2016 2015
Loans and Loans and
receivables receivables
EXK EXR
PEU TR IE JE W3R8
Notes HK$'000 HK$'000
B TERT THET
Advance to associates M E R AMEL 2 B 20 39,498 28,689
Trade receivables EUE ZERR 22 35,582 11,835
Financial assets included in STATBRFIA
prepayments, deposits and Ee REMEK
other receivables RBZEREE 243,108 204,788
Loan receivables EWE 16 82,442 37,005
Due from non-controlling JE W Bt /B8 7]
shareholders of subsidiaries FEE R AR R R 132 14,100
Due from related parties e BEE A L3008 37 4,497 41,346
Pledged deposits BEEFFR 25 6,700 -
Cash and cash equivalents BelkBeEEYD 25 62,539 363,300
474,498 701,063
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39.

40.

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

FINANCIAL INSTRUMENTS BY CATEGORY 30. €RITAESE(HE)
(continued)
Financial liabilities =R
2016 2015
Financial Financial
liabilities liabilities
at amortised at amortised
cost cost
REBHRE RE SRR
SRz 5B 2
ERAE TRAE
Notes HK$'000 HK$'000
B &E TERT TET
Trade payables B 5B 27 120,016 5,708
Financial liabilities included in FHAE A B 3R IE K
other payables and accruals B ERzeMAE 28 149,115 56,634
Interest-bearing bank and RITRHMEEE
other borrowings 29 83,837 105,643
Due to related parties e A LB 37 = 12,781
352,968 180,766
The carrying amounts of the above balances FiAE s BREE S AN FEEE -
approximate to their fair values.
FINANCIAL RISK MANAGEMENT OBJECTIVES AND  40. £ REREBEZBEREE

POLICIES

The Group's principal financial instruments comprise
interest-bearing bank and other borrowings, amounts
due from/to related parties and cash and cash
equivalents. The main purpose of these financial
instruments is to raise finance for the Group's
operations. The Group has various other financial
assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group's financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of
these risks and they are summarised below.

AEBzFESRMT ABERITREM
AEEE B ENBEEALRER
RekReFEW - 2FeMITAZE
ZEHNRBEAEEKEMTES X
SEEHENEEEZRANENE SR
REZREMGREENABE ZFE
MEEMBBENIRERBIERES-

AEEERMTAZIZARANMEAE
2 NERR FEERRERBESME
B-EEERIAHBEEEBRARRZ
R BRERRBALIT
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NOTES TO FINANCIAL STATEMENTS
g E ks

31 December 2016

—E-R"F+=ZA=+—8H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40.
POLICIES (continued)
Interest rate risk
The Group's interest rate risk arises primarily from
interest-bearing borrowings. Borrowings issued at
variable rates and at fixed rates expose the Group to
cash flow interest rate risk and fair value interest rate
risk respectively.

The Group's interest rate profile as monitored by
management is set out in (i) below.

) Interest rate profile
The following table details the interest rate

TRERERE BERBE (&)

RS0

AEENFNXERTIEZREFTEREE-
BFERERBHNEED B EAREE
¥R R A XA kAT ENEE

EEEBERAKENMNRIBRN HNT
32 (i) °

@ FEEX
TRALBERRAEREEEN

profile of the Group's borrowings at the end of F = &R
the reporting period:
2016 2015
Effective Effective
interest rate interest rate
pa. % HK$'000 p.a. % HK$'000
ERFA=E ERFF%
% TERT % FTET
Variable rate borrowings: ¥ EMEE
Bank loans - secured ROER-FER 7.98 43,997 5.14-9.06 67,444
Other loans-unsecured EEHR - EEKF 5.60 39,840 4.97 38,199

At 31 December 2016, it is estimated that a
general increase/decrease of 50 basis points
in interest rates, with all other variables held
constant, would have decreased/increased
the Group's profit after tax and retained
profits by approximately HK$350,000 (2015:
HK$528,000).
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40.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Interest rate risk (continued)

) Interest rate profile (continued)
The sensitivity analysis above indicates the
instantaneous change in the Group’s profit
after tax and retained profits that would arise
assuming that the change in interest rates had
occurred at the end of the reporting period and
had been applied to the exposure to interest
rate risk for non-derivative financial instruments
in existence at that date. The analysis is
performed on the same basis for 2015.

Foreign currency risk

The Group’s businesses are located in Mainland China
and all transactions are conducted in RMB. Most of
the Group’s assets and liabilities are denominated in
RMB, except for certain bank balances denominated
in Hong Kong dollars (“HKD"”) and United States
dollars (“USD"). The Group has not hedged its foreign
exchange rate risk.

The Group currently does not expect any significant
movements in the exchange rate of USD to HKD and it
is mainly exposed to the effects of fluctuation in RMB.
The Group currently does not have a foreign currency
hedging policy, however, the management monitors
the foreign exchange exposure and will consider
hedging significant foreign currently exposure should
the need arise.

Bt 5 R AR B

31 December 2016
—E-RFE+=ZA=+—H

TRERER BERBE (&)

MEmkE (&)

Q) FEEX(E)
FRAGFREINRR BRRRE
HRBENZEHYEANER
FHEATESR T EASIH
ﬂTHAﬁI$$@%ﬁ%%ﬂ
Ko R B8 Ot M) 5 EE A o B s S
B_E— ﬂi%ﬁﬂ%ﬁﬁﬁ%
il

SRR

AEBE 2 ZBURPBEARE MAER
U NAREET - AEERFDEE
kEBURAREIIE R TRITEH
R (IEx]) kRET (%75
1B BRI o 7 5= [ 0 48 5 )b L 516 [ =

Ge o
A

AEBRBBEF X THETZEZK A
GHREANEREPHLRETERARE
B E) 2 5 o AN ER B3R B I 4 ) TE SN
MR A BEEERINERR
W HNFEREEE PG BER -
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NOTES TO FINANCIAL STATEMENTS
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=

—=

40.

ember 2016
NFE+-A=+—H
FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Credit risk

The Group trades only with recognised and
creditworthy third parties. It is the Group's policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not
significant.

The credit risk of the Group's other financial assets,
which comprise cash and cash equivalents, pledged
deposits loan receivables, amounts due from
related parties and non-controlling shareholders of
subsidiaries and other receivables, arises from default
of the counterparty, with a maximum exposure equal
to the carrying amounts of these assets.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed
by counterparty, by geographical region and by
industry sector. There are no significant concentrations
of credit risk within the Group as the customer bases
of the Group’s trade receivables are widely dispersed
in different sectors and industries.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables
and other receivables are disclosed in notes 22 and 24
to the financial statements, respectively.
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40.

NOTES TO FINANCIAL STATEMENTS

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. s RIEREEZBEERBEK (E&)
POLICIES (continued)
Liquidity risk REESRERE
The Group monitors its risk to a shortage of funds AREFFBR SR RE T AR
using a recurring liquidity planning tool. This tool SHEBRER X TAGHESHTAELS
considers the maturity of both its financial instruments BEE (NEWE FEZREE) 15| HE
and financial assets (e.g., trade and bills receivables) HE R B EEARIRS T
and projected cash flows from operations.
The Group’s objective is to maintain a balance REFE 7 BRAERETERNLEAME
between continuity of funding and flexibility through BERIEEESHNEEENREERME-
the use of bank loans and other interest-bearing loans.
The maturity profile of the Group's financial liabilities REEHIR  NEBERS ET4BREL
as at the end of the reporting period, based on the BN#Zzeaa BB RmT:
contractual undiscounted payments, is as follows:
2016 2015
Within 1to Within 1to
1 year 2 years Total 1 year 2 years Total
-fR  -EWF At —FR  —EWEF A
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
THRT TET TET TER TREL THET
Trade payables ENEHER 120,016 - 120,016 5,708 - 5,708
Financial liabilities included in SRR ERFER
other payables and accruals EBRzERERE 149,115 - 149,115 56,634 - 56,634
Interest-bearing bank and RITRAMGEREE
other borrowings 83,837 - 83,837 105,643 - 105,643
Due to related parties ENBEALHE - = = 12,781 - 12,781
352,968 - 352,968 180,766 - 180,766
Capital management EREE

The primary objectives of the Group’s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital
structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2016 and
31 December 2015.

AEBEEAEENEERR RERA
SEABBELENEN BgRRe
MEARL R AXFHEERER FE
RAMBREE-

AEERBRBEBEANSH REBREE
ZRBEE ERHEEAEBIIELSA
Bo BN ARERER AEET
RReHERERE MRFEREEA
EITEAR o N = B0 A 52 4 1] ) 2R B AN
CEABREMR -BE-_T—XRF+=
A=+—HBERZZE—AHAF+=A=+—
HEFEA AEETEERNEEEE
Rz B BRSERF-

PELAREXEBZERARAD
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31 December 2016
“E-REt-A=1+—H
40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. tRIEREEBEERBEK (E)
POLICIES (continued)
Capital management (continued) BASE (&)
The Group monitors capital using a gearing ratio, KREEBUEABELR (EEFHER A
which is net debt divided by the capital plus net debt. BARNGEIE R EPUE AR BN - &
The Group’s policy is to maintain an optimal capital EBNRELABBESERNERNEE Y
structure which reduces cost of capital. Net debt MERKR - ERFEAERENESE
includes trade and bills payables, other payables and BRI E M EN S E R ESE A
accruals, interest-bearing bank and other borrowings, BTRHMAEEE EABEEATR
amounts due to related parties and a non-controlling — RS M B A T 2E 12 PR A% BE 2B - A]
shareholder of a subsidiary, convertible bonds less cash BE THEESRBESZEYWRDE
and cash equivalents and pledged deposits. Capital WIEEh o BB IERF N B A A JE(GAE
includes equity attributable to owners of the parent. HoNMEH G BAEBBH M :
The gearing ratios as at the end of the reporting
periods were as follows:
2016 2015
HK$'000 HK$'000
TER TAT
Interest-bearing bank and other RITREMTEEE
borrowings 83,837 105,643
Trade payables JERTE S RN 120,016 5,708
Other payables and accruals H e RIE R ERE A 149,115 57,500
Due to related parties JETREE A L 5RIB = 12,781
Less: Cash and cash equivalents BRERREEEY (62,539) (363,300)
Pledged deposits BTN (6,700) -
Net debt/(assets) FER S (RE) 283,729 (181,668)
Capital FEN 925,425 1,006,852
Capital and net debt BEARRER F5E 1,209,154 825,184
Gearing ratio BEARBELEE 23% N/A 713 A

Fair value measurement

Inputs to valuation techniques used to measure the
Group'’s financial assets at fair value through profit or
loss had been categorised as level 1 and level 3 within
the fair value hierarchy which is defined as follows:

AV EIE
HEAEEEBRREATFETIENS
A 7 P A 0 5 B 2 8 AR A
ATEERTHBE-RRE=H 2
FEBRTHNT

o Quoted prices (unadjusted) in active markets for

identical assets or liabilities (Level 1).

o Inputs other than quoted prices included within

Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or
indirectly (that is, derived from prices) (Level 2).
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NOTES TO FINANCIAL STATEMENTS
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31 December 2016
—ET-XF+-A=+—H
40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. s RIEREEZBEERBEK (E&)
POLICIES (continued)

Fair value measurement (continued) NEEFE (8)

o Inputs for the asset or liability that are not o VWIEE R EBERMEESHIENEE
based on observable market data (that is, KBEZHASE (B
unobservable inputs) (Level 3). BAEIE) (=) o

The financial assets and liabilities measured at fair REEE B RERPIRALEITENS

value in the consolidated statement of financial BEENBBYAEUNTAFEEBL

position are grouped into the fair value hierarchy as

follows:

2016
Level 1 Level 2 Level 3 Total
E-& -t ] @it
HK$°000 HK$°000 HK$'000 HK$°000
TR TR TR TET
Assets EE
Financial assets at fair value BRBREATEE
through profit or loss 57,408 - 6,589 63,997
2015
Level 1 Level 2 Level 3
EF—& F-H EF=R
HK$'000 HK$'000 HK$'000 Total
FHT FHET THET st
Assets BE
Financial assets at fair value BRERRATEDER
through profit or loss 70,403 - 5,849 76,252
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31 December 2016

—E-XFt+-_A=+—H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. tRIEREEBEERBEK (E)
POLICIES (continued)

Fair value measurement (continued) NFEFE (8)

Some of the Group's financial assets are measured REBETSRHEENSHEHFIZA
at fair value at the end of each reporting period. The EEFHFE - TR RABNABTZE
following table gives information about how the fair TRMEBEANFEZEN (LERAMN
values of these financial assets are determined (in BT R A B ) -

particular, the valuation technique(s) and inputs used).

Relationship of

Fair value  Valuation Significant unobservable inputs
Financial assets 2016  hierarchy  technique(s) unobservable inputs  Range to fair value
EXTABE TAREBRA
tREE ZE-RE  AVEER MAERE BARE gE ERNFEZEE
HK$'000
TR
Financial assets at FVTPL
ERERRATENEZ
SREE
Listed securities 57,408  Level 1 Quoted bid price in N/A N/A N/A
rmES £ an active market TEA TEA  TEA
ERMBAREAR
Unlisted securities 6,589 Level 3 Discounted cash flow  Free cash flow N/A The higher the free cash
FEMES E=4 BRRE SR ERELN TEA flow, the higher the fair
value
BERSMEA
AVEER
Weighted averaged 19% The higher the weighted
cost of capital average cost of capital,
B&Z MEFHMA the lower the fair value
BeZ METFHKAH
= ATEBN
During the year ended 31 December 2016 and 2015, HE-_Z-—R"FER-Z—AF+=A
there were no transfers between Level 1 and Level 2, =t+—HLEFE F-REZE_HHE
or transfers into or out of Level 3. The Group's policy WRER T EEAREHE=HR-
is to recognise transfers between levels of fair value REBHBREHATFEERZHHE
hierarchy as at the end of the reporting period in BT AR E A RER

which they occur.
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% B =

31 December 2016
—E-RE+-A=1+—H

41. INTERESTS IN SUBSIDIARIES 41. AHB AR HER
Particulars of the subsidiaries are as follows: ENE EIS O
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
E3I A BRITLE/
A8 HEMREELE ARRAEE ARREGEEEES T TEREK
Direct Indirect
EE B
China Silver Group Holdings Limited Hong Kong HK$100 100 - Investment holding
REREEZRERAF Bk 10078 7T REER
Most Success Corporation Limited Hong Kong HK$10,000 40 - Lending of logistic
RREEERAF BB 10,000/ 7 facilities
HEMR R
BAPP Ethanol Holdings Limited BVI/Hong Kong US$4,450,682 100 - Investment holding
RREARES/ 4,450,682% T REER
BE
Keen Vitality Holdings Limited BVI/Hong Kong US$50,000 100 - Inactive
RERARMES/ 50,000% 7T TER
&
Rightsouth Limited BVI/Hong Kong US$4,694,001 100 - Investment holding
RBEARKEE/ 4,694,001 7T REER
B
Guangzhou Wine and Liquor PRC/Mainland China RMB12,500,000 - 70 Retail sales and
Franchised Stores Ltd. (ii) RE /R E R AR #12,500,0007C distribution of
BNEESEEEHAR A A wine and liquor
ZERDHER
Power Range Holdings Limited BVI/Hong Kong Us$2 - 100 Investment holding
NEERERAF RESARES/ 2ET REER
B
JGJ (China) Group Limited Hong Kong HK$1 - 100 Investment holding
FhEt (PE)EEERAT &k iy REEK
Shenzhen Meiming Wenshi PRC/Mainland China RMB55,000,000 - 100 Distribution of
Trading Limited (i) RE /R E R AR #55,000,0007T wine and liquor
RITELAEHERR 2 A) DEEE
Hunan Meiming Wenshi Jiuguijiu PRC/Mainland China RMB15,000,000 = 100 Distribution of
Sales Limited (i) RE/ R E AL AR #15,000,0007T wine and liquor

HEEEEEEREHEARAR0 7 HER

PELAREXEBZERARAD
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31 December 2016
—E-RF+ZA=+—H

41. INTERESTS IN SUBSIDIARIES (continued) 41. AHBARIHNER (&)
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
BRI BRITLE/
A8 EMREEE AMRAEE AAREGERERDL TEEH
Direct Indirect
E# &%

Harbin Meiming Wenshi Spirit Sales PRC/Mainland China RMB5,000,000 - 100 Distribution of
Co., Limited () RE /R E R AR 5,000,0007T wine and liquor

MEAELEEEHEERRAF DEEE

Shenzhen Beidahuang Green Food PRC/Mainland China RMB10,000,000 - 50  Sales of green
Distribution Limited (i), (iii) RE/ R ERL A #10,000,0007C food products

AP RFTAR B R MR HERERM
HR2F), i)

Ningxia Dahuangyuan New Energy PRC/Mainland China RMB92,000,000 - 97.82  Inactive
Agricultural Science and Technology &,/ B A9 it AR #92,000,0007C MR
Development Company Limited (iv)

EERRERERRFNEER
AR A (W)

Shenzhen Guanghengya Trading PRC/Mainland China RMB1,000,000 - 80  Investment holding
Company Limited (i), (iv) R/ E R AR #1,000,0007T REER
(Formerly known as Shenzhen Jianlai
Meiming Wenshi Investment and
Development Company Limited)

RITEEBIESE 5ERDF0, (v)

(ARRIMERELRERE
ERBBAF)

Skymax International Investment Hong Kong HK$1 100 - Inactive
Enterprise Limited B %L TR
(Formerly known as China
Beidahuang Industry Group
Holdings Limited)

RTERRECEERAR
(ABRELAREXEH
EREBAR])

China Phoenix Group Limited Hong Kong HK$1 100 - Inactive

FEEREEERAA &k 17T Tk

Shenzhen Pendga Rongtong PRC/Mainland China RMB10,000,000 - 100 Investment holding and
Trading Limited (iv) RE /R E R AR #10,000,0007T money leading

AT ERBEE AR AWV REZERRKE

Hong Kong Beidahuang Hong Kong HK$10,000 100 - Investment holding
Investment Limited Eh 10,0007 7T REER

BRAURTREBRRA
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31 December 2016

—E-RE+-A=1+—H

INTERESTS IN SUBSIDIARIES (continued) 41. RAHBARHER (&)
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
BRI BRITLE/
A8 EMREE AMRAEE ARREERERAL TEREH
Direct Indirect
E# B
Shenzhen Qianhai Dahuangyuan PRC/Mainland China UsD10,000,000 100 - Money lending
Financing Lease Company Limited (iv) B,/ # B[Rk 10,000,0003 7T WE
RTRETERERE
BB AT ()
China Beidahuang Logistics Limited Hong Kong HK$10,000 100 - Inactive
REE RN ER A A Bk 10,000/ 7 TEE
Shenzhen Beisiluo Trading Co., Ltd PRC/Mainland China RMB45,880,000 - 100 Investment holding
RITERERHBERRA B/ HE A AR #45,880,0007C REER
Fujian Fang Run Construction Group PRC/Mainland China RMB50,000,000 - 51 Construction business
Company Limited (iv) RE/E R AR #50,000,0007T RERER
BRETHRESERRAR(Y)
Shenzhen Bichang Trading Co., Ltd PRC/Mainland China RMB10,000,000 - 100 Investment holding
RITEBEHEBERA HE/ RN AEH10,000,0007T RERR
Zhongshan Shuixiang Tourism PRC/Mainland China RMB10,000,000 - 99  Tourism business
Development Co., Ltd RE /R E R AEH10,000,00070 IR %S
R BRERERRAF
Zhongshan Minzhong Shuixiang PRC/Mainland China RMB500,000 - 70 Tourism business
Tourism Co., Ltd HE/ RN AR #500,0007C REED
RLTRRKBHEERAA
Shenzhen Zhenhe Investment PRC/Mainland China RMB48,000,000 - 100 Investment holding
Development Co., Ltd RE/ B A AR #48,000,0007T BRAER
RYTENRERRBBR AR
Beijing Chuangzhangu Desheng PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd RE /R E R AE#1,000,0007C and facilities in PRC
IERERARBREERERAF R EIEE R R E K&
it
Beijing Chuangzhangu Wangxin PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd RE/HE R AR 1,000,000 and facilities in PRC
ERERAEHREERERAF R RBEERAMERR
i
Beijing Mumian Shangyuan PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd RE/RE A AR 1,000,000 and facilities in PRC

ERABETREERERAF

RAERERRERR
i

PELAREXEBZERARAD
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—E-RFEt+ZA=1+—H
41. INTERESTS IN SUBSIDIARIES (continued) RHBATNRER (8)
Notes: Bt 5%
(i) Registered as a wholly-owned foreign enterprise () BiIERBREEIMAIIEGEE R
under the PRC law.
(i) Registered as a sino-foreign equity joint venture (i) BIERBAZSFMARINEENE
under the PRC law.
(iii) The Company holds majority of members in the (iif) ARREEEEES (RENTNE
board of directors which is the governing body of FEMERE ) ZEUFAL B BREHigE
these companies and therefore has the power to ZENTMAEBRIE Y= A A%
direct the relevant activities of these companies, and THERAWIRE AR E N E G
is exposed, or the rights, to variable returns from the HAAE NS EOREE -
investment with the investee, and has the ability the
are its power to affect the amount of those returns.
(iv) The English name of the above PRC companies is for (iv) L NG OE S €2 Y 5
identification purpose only. =B

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally
affected the results for the year or formed a
substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive
length.

FRRRINTHEEERRTIEZEFE
XEABRAKEEEFEIRMOZ
ARBINERR - EFR AR EAN
BARzHBHER TR

Details of the Group's subsidiaries that have material
non-controlling interests are set out below:

AEBEEAERIE DR 2 &R A
ZEBEESINT

2016 2015

Percentage of equity interest held by JFEIZERRERMIFRESR S L

non-controlling interests:
Guangzhou Wine and Liquor BMNEREEEEHERAA

Franchised Stores Limited 30% 30%
Shenzhen Beidahuang Green Food YL R ER mEL X

Distribution Limited BRAA] 50% 50%
Most Success Corporation Limited BEREEGR AR 60% 60%
Fujian Fang Run Construction BREHHREEEBRBR AR

Group Company Limited * 51% N/A
Beijing Chuangzhangu Desheng ITREERABBREER

Investment Management Co., Ltd* BRAR* 55% N/A
Beijing Chuangzhangu Wangxin IEREIRAEHITEER

Investment Management Co., Ltd* BR A A]* 55% N/A
Beijing Mumian Shangyuan IERARBLETIREER

Investment Management Co., Ltd* BRAE* 55% N/A

21 6 China Beidahuang Industry Group Holdings Limited
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31 December 2016
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41. RMBE2RANER (&)

2016 2015
HK$'000 HK$'000
FTET FHET
Loss for the year allocated to DT IEERER 2 FEEE:
non-controlling interests:
Guangzhou Wine and Liquor BMNEBEREEEEHBERAA
Franchised Stores Limited (480) (1,567)
Shenzhen Beidahuang Green Food RYIHE KA B R Ml X
Distribution Limited BRAA] 235 461
Most Success Corporation Limited FEREZEFR AT 202 (369)
Fujian Fang Run Construction Group @& 7 HRESEBR A A *
Company Limited * (92)
Beijing Chuangzhangu Desheng TREIRAEBEREER
Investment Management Co., Ltd* BRAA]* 1,399 -
Beijing Chuangzhangu Wangxin IEREIERAEFIREER
Investment Management Co., Ltd* AR A A * 544
Beijing Mumian Shangyuan IERABETIREER
Investment Management Co., Ltd* AR A E* 873 -
Accumulated balances of RiE BEEERER 2
non-controlling interests REtEEHR
at the reporting dates:
Guangzhou Wine and Liquor BN EREEEEHEARAA
Franchised Stores Limited 1,813 2,428
Shenzhen Beidahuang Green Food AL RTEHZERMEEAR
Distribution Limited NG 5,767 5,925
Most Success Corporation Limited BRCE AR A A (2,074) (2,272)
Fujian Fang Run Construction Group ~ fRiEE H BEEEBBRAE*
Company Limited * (92) -
Beijing Chuangzhangu Desheng IEREERAEBEREER
Investment Management Co., Ltd* BRAE* 1,399
Beijing Chuangzhangu Wangxin EREEAEMKNEER
Investment Management Co., Ltd* BRAE* 544 -
Beijing Mumian Shangyuan IERARBLETIREER
Investment Management Co., Ltd* BRAA]* 873
The subsidiaries were acquired during the year. ZEWBARERERKE-

FEEAREXEEZERERA T
2016 &£ 3§
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41. INTERESTS IN SUBSIDIARIES (continued) 41. AMEBATINER (&)

The following tables illustrate the summarised financial TERAR M EB AT Z I EE R

information of the above subsidiaries. The amounts BB ESXEIINER AR B>
disclosed are before any inter-company eliminations: B :

Fujian Beijing Beijing Beijing

Guangzhou Shenzhen FangRun  Chuangzhangu  Chuangzhangu Mumian

Wine and Beidahuang Construction Desheng Wangxin Shangyuan

Liquor Green Food ~ Most Success Group Investment Investment Investment

Franchised Distribution Corporation Company ~ Management ~ Management ~ Management

Stores Limited Limited Limited Limited Co., Ltd Co., Ltd Co., Ltd

ENEE R AR BREHE LRER LRAR AR

BEEEH BERGER BRERE EE5E ABBRE AZHRE LRREEE

2016 ZE-AF ARAR ARAR ARAR ARAR EBARAA EEERAF ARAR

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

TR TR ThR THER TER TERT -

Revenue WA 35,169 192,196 38,177 223,365 6,171 5,534 9332

Total expense Hues (36,769) (191,479) (37,673) (223,553) (3,062) (4,325) (7,391)

(Loss)/profit for the year £F (58) /%5 (1,600) M7 504 (188) 3,109 1,209 1,941

Total comprehensive (loss)/ EE2E(FB)/

income for the year o8t (1,600) 717 504 (188) 3,109 1,209 1,941

Current assets RYEE 11,124 53,447 9,013 130,127 6,707 5,086 14,667

Non-current assets FRPEE n 6 52,111 8,927 19,806 17,476 34,560

Current liabilities nHaE (5,152) (41,919) (66,898) (115,104) (12,592) (17,051) (19,949)

Net cash flows from operating LeERMERS

activities HEFE 8,359 (3,042) 15,687 (27,501) (2,755) (1,703) 1,949
Net cash flows from/{used in) REESRE/ (FB)

investing activities RemetE 9 - (17,686) (631) (235) (5) (166)
Net cash flows from financing REEBMERE

activities nEER - - - 29810 582 (574) (1,714)

Net increase in cash and cash ReRRLZEN
equivalents EMFE 8,350 (3,042) (1,999 1,678 (2,408) (2,282) 69

21 8 China Beidahuang Industry Group Holdings Limited
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INTERESTS IN SUBSIDIARIES (continued) 41. RAHBARNER (&)

Guangzhou Shenzhen

Wine and Beidahuang
Liquor Green Food Most Success
Franchised Distribution Corporation
Stores Limited Limited Limited

BB R A5
EEREH  HEeRmiin NS
2015 —E-1% BRAA BRAAE BRAAE
HK$'000 HK$'000 HK$'000
TEx TAET TEx
Revenue N 45,795 705,885 9,526
Total expense X8 (51,019) (704,941) (15,215)
(Loss)/profit for the year FE(BB),/ &7 (5,224) 944 (5,689)
Total comprehensive (loss)income for the year  EE 2 (BHE) /WALEH (5,224) 944 (5,689)
Current assets REEE 14,820 76,804 12,243
Non-current assets FRBEE 60 19 54,790
Current liabilities nBBE (17,113) (64,972) (72,712)

Net cash flows generated from
operating activities

Net cash flows generated from/(used in)
investing activities

Net cash flows generated from
financing activities

Net increase in cash and cash equivalents

MEEHMBHSREFH
790 9,845 59,921
REEHME,/ (FT)
REMEFE 27 31 (57,534)
BEERHMGHASRETE
- 9,254 10

BeRReSEMENFE 817 19,130 2,397

TELAREEEmRERERAT 219
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42.

ember 2016
NFE+-A=+—H

STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY

Information about the statement of financial position

42.

RARFHBRR R B
ARBRNBERRNABRRRERE

of the Company at the end of the reporting period ¥
includes:
2016 2015
HK$’000 HK$'000
FExT FAETT
NON-CURRENT ASSETS RBEE
Property, plant and equipment ¥ % B E K& & 522 121
Interests in subsidiaries NN ok £ 1,022,697 999,335
Total non-current assets ERBEELE 1,023,219 999,456
CURRENT ASSETS REBEE
Prepayments, deposits and BRFE ZE R
other receivables H b fE U IR 9,047 1,098
Cash and cash equivalents ReLkREFEY 29,592 34,329
Total current assets MENEERE 38,639 35,427
CURRENT LIABILITIES REEE
Due to related parties e REE A LRI = 1,934
Other payable and accruals Hth fE < RRIE R B R & A 36,684 1,924
Total current liabilities MEBERTE 36,684 3,858
NET CURRENT ASSETS BERBEE 1,955 31,569
TOTAL ASSETS LESS EELERRDAEE
CURRENT LIABILITIES 1,025,174 1,031,025
EQUITY s
Issued capital BB TRY AR 467,160 233,664
Reserves ] 558,014 797,361
Total equity MR PER 1,025,174 1,031,025
Jiang Jianjun TEE Jiang Jiancheng ST
Director BE Director EH

Annual Report 2016
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STATEMENT OF FINANCIAL POSITION AND 42. KD TIEBBERAENEHE (8)
RESERVES OF THE COMPANY (continued)
Movement of the reserves of the company is as RABEESEMT
follows:
Share Share Convertible
premium option bonds Warrant  Accumulated
account reserve reserve reserve losses Total
BROGEERE BREGE TRRESRE RREIRE RithE @zt
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i FET FET FiET FiET FHT FET
Balance at 1 January 2015 R-Z-3%
—-A-BNEs 920,424 9,421 19,968 - (730,998) 218,815
Total comprehensive loss rEERHEELH
for the year - - - - (93,693) (93,693)
Issue of warrants BOIRRERE - - - 1,800 - 1,800
Conversion of convertible bonds RAmaRES 88,943 - (19,968) - - 68,975
Issue of share by allotment BBREMETRSG 372,709 - - - - 372,709
Exercise of share option fiERERE 55,480 (15,012) - - - 40,468
Exercise of warrants TRRRIEE 109,800 - - (1,800) - 108,000
Transfer of share option reserve upon the B8 AR #E 2K 20 B BB 1R
lapse of share options EREEE - (1,449) - - 1,449 -
Equity-settled share option arrangements & EERET H - 80,287 - - - 80,287
At 31 December 2015 R-Z-1F
+=ZA=+-H 1,547,356 73,247 - - (823,242) 797,361
Total comprehensive loss TEEREFBELE
for the year - - - - (9,750) (9,750)
Issue of shares by bonus issue BBARETM
EGO) (233,664) - - - - (233,664)
Exercise of share option i RE 3,047 - - - - 3,047
Repurchase of shares BERH (4,591) - - - - (4,591)
Transfer of share option reserve upon the 788 R #E 2K 2 s 2 BB A%
lapse of share options EREEE - (49,352) - - 27,112 (22,240)
Equity-settled share option arrangements BB BRI L 5 - 27,851 - - - 27,851
At 31 December 2016 RZB-R%E
+=-A=t+-R 1,312,148 51,746 - - (805,880) 558,014

Under the Companies Law (Revised) of the Cayman
Islands, the funds in the share premium account of
the Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of

business.

RERASEHSRADA (

RIER]) - N7

B BRNESAIED IR T AR R
REREEEZBZDRREBEZ AR

AIZRBRE
HIE B 75 -

rELAEELERERERAT 221
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42.

43.

NFETZA=1+—H

STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (continued)

The share option reserve and warrant reserve
comprises the fair value of share options and warrants
granted which are yet to be exercised, as further
explained in the accounting policy for share-based
payments in note 2.4 to the consolidated financial
statements. The amount will either be transferred to
the share premium account when the related options
and warrants are exercised, or be transferred to
accumulated losses should the related options and
warrants expire or be forfeited.

EVENT AFTER THE REPORTING PERIOD

(i) Subscription of new shares
On 1 November 2016, the Company entered
into subscription agreements respectively with
each of the eight independent subscribers
(the "Subscribers”) pursuant to which the
Subscribers agreed to conditionally subscribe
for a total of 351,599,550 new shares at the
subscription price of HK$0.48 per share in the
Company (“Subscription”). The Subscription
was completed on 12 January 2017 and the
Company issued 351,599,550 subscription
shares to the Subscribers.

The aggregate proceeds from the Subscription
amounted to approximately HK$168.77 million
and the net proceeds and the net price per
share was approximately HK$168.70 million
and HK$0.4798 respectively, after deducting
all the professional fees incurred in the
Subscription.

China Beidahuang Industry Group Holdings Limited
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RARFHBRR KL e (&)

BRERFELARESRERBD R
B RITERREAE R RBEERE 2 QT
B #BHREAMBHRERME2.460
PAB AR ST 3R 2 @ RTERER A - B B K
TR 1 A B R P AR B R I A T (B
BERERMDGER KWMARERER
SRR R JeE o 2 tOR U B RIS = R AT
B8

WREMEEE

() REFRG
RZE—RF+—A—RA &2
BN RIENEBIRER ([R
BH)EZERTLRERSE B
- REFBRHEREZRRE
BEBRRMKH4SETRELS K
351,599,5500% A~ A &) ¥7 f% 1%
([REFE]) REFHEENZ
T—+tF—A+-HEXERAEARD
A]E MR8 77 317351,599,550/%
B

REEBH B RELEEOR
168,770,000 7T & FT1S SR F 58
N ERRFE D B4 4168,700,000
78 7T %0.47987%8 7T (4 HNBR R B
FEHESXCZFIBEZRXER) -
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NOTES TO FINANCIAL STATEMENTS

EVENT AFTER THE REPORTING PERIOD
(continued)

(i)

Acquisition of a subsidiary

on 13 January 2017, the Company entered into
an equity transfer agreement (“Equity Transfer
Agreement”) with Ms. Chen Xiaoding to
acquire the 100% equity interest in Shenzhen
Ming Jian Gold Industry Limited (/% 31188 2
T ¥ BR A A, “Shenzhen Ming Jian”) at a
consideration of RMB220 million payable by
two instalments, in which RMB190 million to
be settled by cash within one month upon
signing of the Equity Transfer Agreement and
RMB30 million to be settled by way of the
Company allotting and issuing 76,686,332
consideration shares at the issue price of
HK$0.44 per consideration share to her or her
designated nominee(s).

The conditions precedent to the Equity Transfer
Agreement were fulfilled and the completion
of the agreement took place on 10 February
2017. Accordingly, Shenzhen Ming Jian has
become a wholly-owned subsidiary of the
Group and its results will be consolidated into
the financial statements of the Company.

APPROVAL OF THE CONSOLIDATED FINANCIAL

STATEMENTS

The consolidated financial statements were approved

and authorised for issue by the board of directors on
24 March 2017.

43,

44,

Bt 5 R AR B

31 December 2016
—E-RE+-A=1+—H

REMEEEA)

(i) WE—REHBARA
RZZE—+tF—A+=0 &2
&) B PR /NE 20 RT3 AR AR 6 R 1
E(IrEEERBE]) AKER
JREeEBR LT (HRIIEA
EH2HRkiE REAARK
220,000,0007T * F& 75 9 BR4& 1+
Heh A R#190,000,0007TH# A %%
EREEERRE —BARNUER
% &1 & A R #30,000,0007T #
AARNTNREETESRRER
M0.44B TR EIEENR B AMRE
& #1776,686,332A% R B AR (D 2
B R

PRHEE R S < R IRIT R B E
REZBEER T —tF A
THEK Bt RINAZEKRR
AEEz2EWBRARMEESA
BERAFTARRR 2 M BHEK -

HERSMBHREK

HEMBEHRRER_ZET—LF=A
A RESSH AN RET -
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FIVE YEAR FINANCIAL SUMMARY
EFEMBEHRE

A summary of the results and of the assets, liabilities and
non-controlling interests of the Group for the last five
financial years, as extracted from the published audited
financial statements and restated/reclassified as appropriate,

is set out below.

TRBAANEBBERERRFE 2 XERE
E RERFEERED TREEBETEZL
BRPBHE YEEEESY EHOR-

RESULTS E
Year ended 31 December
BEt-A=t-HLEE
2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TEL FTET THL FEL
Revenue WA 654,843 785,956 195,260 440,785 199,325
Profit/(loss) before tax BB (F8) 3,224 37,313 101,043 (161,594) (334,586)
Income tax credit/(expenses) mEHEe/ (Fx) 5,353 (22,421) 16 (395) 12,928
Profit/(loss) for the year FEEN/ (B8) 8,577 14,892 101,059 (161,989) (321,658)
Attributable to: Tl
Owners of the parent BREHEBA 7,217 19,412 117,810 (126,770) (277,800)
Non-controlling interests FERER 1,360 (4,520) (16,751) (35,219) (43,858)
8,577 14,892 101,059 (161,989) (321,658)
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS EE - -BERFEERER
As at 31 December
R+=B=+-H
2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THL FET TRL FEL
TOTAL ASSETS BEME 1,376,435 1,215,213 505,479 560,599 520,543
TOTAL LIABILITIES AERE (396,878) (203,415) (207,576) (619,041) (427,729
NON-CONTROLLING INTERESTS R EE (54,132) (4,946) (4,115) 17,253 (10,694)
925,425 1,006,852 293,788 (41,189) 82,120

China Beidahuang Industry Group Holdings Limited
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