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Management Discussion and Analysis &

REVIEW AND OUTLOOK

During the year 2016, the Group’s turnover decreased by 42%
to approximately HK$2,685 million compared to the same
period last year. Gross profits dropped by 92.51% to HK$5.3
million. The Group recorded a loss attributable to owners of
the Company of approximately HK$208 million. The loss for
the year comprised the following exceptional losses: share
of loss of an associate, KPC of approximately HK$34 million,
dilution loss of an associate, KPC of approximately HK$6
million, impairment loss on an associate, KPC of approximately
HK$56 million, the write-off the amounts due from China Land
Holdings International Limited of approximately HK$32 million
and the write-off of the assets of Shandong Magnetite Iron Ore
Mine of approximately HK$25 million.

Steel Trading

During 2016, China’s steel market experienced multiple sharp
rises and falls with extreme volatility in steel prices.

Burdened by lingering pessimistic sentiments since 2015,
market inventories remained at low levels while buyers
adopted a more cautious attitude and postponed their steel
purchases. However, as the peak season approached, supply
shortages helped fuel a mild rebound. The Chinese government
implemented a series of measures to help cope with toxic
haze problems and excessive capacity, and together with large
amounts of capital flowing into the steel futures market, spot
prices surged substantially and reached a peak at the end of
April with some steel product prices soaring more than 65%.
Following this, steel manufacturers resumed production, which
then led to a sharp reversal of demand and supply causing steel
prices to shrink significantly by 25% in June.

During the second half of 2016, China imposed more stringent
standards for monitoring environmental protection by
increasing the number of regions across the country that limit
steel production. Along with these restrictions, steel prices also
gained support from the surging costs of raw materials for
steel-making and reached a peak in mid-December with the
prices for iron ore, scrap and coking coal soaring from 50% to
200%. According to the China Steel Price Index (CSPI) released
by the China Iron and Steel Association (CISA), China’s steel
prices increased 76.53% year-on-year by the end of December.
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Management Discussion and Analysis &

REVIEW AND OUTLOOK (continued)
Steel Trading (continued)

According to Platts 62% Fe IODEX, iron ore prices showed rises
and falls ranging from 35% to 85% with a cumulative strong
rally of 135% from a low point at the beginning of 2016 to a
peak by the year end. Spot transaction was resumed by the end
of 2016 to hedge against price risks. The Group will carefully
participate in hedging-related business, focusing on spot
trades, in order to protect against concerning risks.

In response to the current complicated and volatile market
environment, the Group has adopted a relatively conservative
and cautious steel trading approach with sales growth seen
in individual selected areas. Our European subsidiaries, in
particular, recorded a relatively substantial growth in earnings
in 2016. However, due to rare fluctuations in market prices,
some sales contracts that were in dispute incurred the greatest
losses over the past ten years. The Group is now engaged in
active discussions on possible resolutions to settle parts of the
contract disputes.

Looking towards 2017, despite a gradual economic recovery in
the U.S., the lack of growth momentum in the Eurozone and
the impact of the Brexit referendum will continue to increase
uncertainties in the market. In addition to sluggish economic
growth in Japan, China’s major export markets such as the
U.S., the European Union, and India, and other regions that
have continued to reinforce anti-dumping measures against
China’s steel products, will all exert additional pressure on
China’s steel exporting operations.

Domestic demand conditions, however, remain buoyant as
the Chinese Government will continue to press ahead with
infrastructure investments, particularly in public transportation
such as railways, highways, airports and deep water berths,
which will help stimulate the growth of steel consumption.
On the other hand, the Government has imposed strict
environmental management regulations and placed controls
by various “administrative means” to effectively blunt steel
production capacity and restrain the overall steel supply,
keeping steel prices at high levels. Furthermore, various data
sources reveal a significant growth in steel consumption across
several ASEAN countries, in particular Vietnam, the Philippines,
Indonesia, Thailand and Malaysia all showed year-on-year
increases of more than 20%. Experts, therefore, believe that
China will benefit from its neighboring countries’ increasing
steel imports.
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Management Discussion and Analysis 12 E:{iRE 247

REVIEW AND OUTLOOK (continued)
Steel Trading (continued)

In 2017, the Group will continue a prudent business approach,
carrying out strict risk control measures to leverage its
marketing network. With the aid of strong marketing channels
and long-term support from our suppliers over the years,
we are confident of maintaining stable sales volumes and
achieving higher revenues.

Steel Processing

This particular business segment has recorded continued
losses over recent years, and top management, despite its
best efforts, has not been able to stem the tide of negative
results. Consequently, the Group ceased operations at its steel
processing plant in Dongguan, Guangdong Province since
the first half of 2016 and we have begun to clear away and
downsize inventories, equipment and personnel. The entire
process was nearly completed in late 2016.

Commercial Property Investments

The Group completed the disposal of Yangzhou Times Square
to China Land Assets Limited (“China Land Assets”) during the
first quarter of the Year. Subsequent to the sale, the Group
holds 45% of the share capital of China Land Assets and which
holds 69% of the share capital of Yangzhou Times Square, and
100% of the share capital of Wuxi Sunshine Plaza.

Charm Best Investments Inc. (“Charm Best”), which held 55%
of the share capital of China Land Assets, failed to perform its
repayment obligations owed to the Group. In October 2016,
the Group exercised the right to take over the charged shares
in accordance with the deed of charge. Charm Best and its
representatives are, then, no longer a shareholder nor board
members of China Land Assets respectively. The 55% charged
shares have now been transferred to the Group’s wholly-
owned subsidiary, Double Honour Enterprises Limited, and is
held in trust. In view of the above, the Group will consolidate
its commercial real estate business operations when necessary.

In November 2016, at the High Court of the Hong Kong Special
Administrative Region the Group issued a writ of summons to
Charm Best and its key shareholder. This action was done to
declare that the Group has rights under the deed to take over
the charged shares and to restrain Charm Best from purporting
to exercise any powers pertaining to the charged shares while
restraining any related parties from purportedly acting as a
director of China Land Assets. The Group is confident that it
will prevail in the lawsuit.
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REVIEW AND OUTLOOK (continued)
Potash in Kazakhstan

The Group now holding approximately 26% of the share
capital of Kazakhstan Potash Corporation Limited (“KPC"), a
listed company on the Australian Securities Exchange (ASX), is
the single largest shareholder of KPC.

KPC is a professional potash mining company, engaged in
the exploration and development of potash resources in the
Republic of Kazakhstan as well as the production of agricultural
potassium chloride, potassium sulfate and potassium
magnesium sulfate fertilizer. KPC owns 95% equity shares in
Zhilyanskoe and Chelkar, two quality potash mines in western
Kazakhstan.

In 2016, KPC expanded its trading and warehousing businesses
in China. In August 2016, KPC, cooperated with Chongging
Material of Agriculture Production (Group) Company Limited,
set up a joint venture company, which is engaged in trading,
storage and transportation of potash fertilizers, phosphate
fertilizers and other agricultural materials. The aim of setting
up a joint venture company is to explore new markets and
broaden the client base for KPC’s potash products in the
future.

In September 2016, KPC signed a memorandum of
understanding with Kazakhstan Temir Zholy (“KTZ Express”).
Under this memorandum both parties demonstrated their
intention to collaborate on the transportation of KPC's potash
fertilizers in the future. KTZ Express also agreed to provide
preferential policies for the logistics and transportation of
potash fertilizers for KPC.

Potash is the raw material used in the production of potash
fertilizers. China is an agricultural country with inadequate
potash resources, relying on over 50% of imports for its potash
fertilizers needs. Therefore, potash is regarded as a “strategic
resource” for food security in China.
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LIQUIDITY AND FINANCIAL RESOURCES

Following the completion of disposal of non wholly-owned
subsidiaries, the total equity of the Group decreased to
approximately HK$933 million as at 31 December 2016. The
Group's gearing ratio, as a ratio of total borrowings net of total
cash and cash equivalents to total equity, increased to 0.40
(2015: 0.28) and current ratio, as a ratio of current assets to
current liabilities, decreased to 1.57 (2015: 1.76) respectively
as at 31 December 2016.

The total borrowings of the Group decreased to approximately
HK$430 million (2015: HK$748 million) as at 31 December
2016 and their maturity profile as agreed with the lenders was
as follows:

Within one year —FR
Between one and two years —E-FR
Between two and five years —ERFA
Over five years BB R

The Group’s borrowings were denominated in US Dollar,
Renminbi, Hong Kong Dollar and Euro and were charged
interest at prevailing market rates.

FOREIGN EXCHANGE RISK EXPOSURE

The Group’s receipts, payments, assets and liabilities are
principally denominated in US Dollar, Renminbi, Hong Kong
Dollar and Euro. The Group considers that its exposure to
exchange rate risk is modest except for Euro in which less than
15% of the Group’s receipts and payments were denominated
for 2016. To minimise the exchange rate risk, forward
exchange contracts are used when required, in particular for
Euro.

CAPITAL COMMITMENTS

As at 31 December 2016, the Group had no capital
commitments contracted but not provided (2015: Nil).
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CONTINGENT LIABILITIES

The Company has been provided with a writ dated 16 June
2015 ("Writ”) filed with the Shandong Province Yantai City
Intermediate People’s Court of the People’s Republic of China
("PRC") under which an individual (“Plaintiff”) alleged that
he is the beneficial owner of 50% of the equity interest in %
BrEEEREAMR AR (“Allegation”) and that 5 HHRE
B 27 holds such 50% equity interest in ISR EEEH
RAF ("#F5Z# 50% equity interest”) as nominee for the
Plaintiff. In the Writ, Z[ZZ=EEE B R A 7] has been named
as defendant. In the interim, as a result of the Allegation, the
Shangdong Province Yantai City Intermediate People’s Court of
the PRC has imposed a freezing order in respect of 35% equity
interest in S RBEEEGRAAF] held by EERSREEEFR
‘A 7] (the “Freezing Order”). The frozen equity interest will be
restricted from transfer or pledge during the existence of the
Freezing Order but the operations of HI5HEREE AR A A
will not be hindered by the imposition of the Freezing Order.
The trial of the Allegation was held in August 2016 that the
Plaintiff lost a lawsuit and the judgement was received in the
early 2017 that HI5RBWEEBR 2 A] was not liable to any
claim and the Plaintiff alleged that he owned #[%%x% 50%
equity interest was not in fact. The Plaintiff has already served
a notice of appeal to the judgement but the date of trial for
appeal has not been fixed.

CHARGE ON ASSETS

As at 31 December 2016, the following assets were pledged:
(i) certain leasehold land, land use rights and buildings with
a net book amount of approximately HK$69,884,000 (2015:
HK$72,884,000); (ii) certain motor vehicles with a net book
amount of approximately HK$3,755,000 (2015: Nil); (iii)
certain bank balances of approximately HK$12,574,000
(2015: HK$89,000); (iv) certain bills and accounts receivable of
approximately HK$76,520,000 (2015: HK$88,086,000); and
(v) certain inventories of approximately HK$15,917,000 (2015:
HK$28,701,000).

STAFF

As at 31 December 2016, the Group employed 301 staff.
Staff remuneration packages are structured and reviewed by
reference to market terms and individual merits. The Group
also provides other staff benefits which include contributory
provident fund and medical insurance. Share options and
discretionary bonus may also be granted to eligible staff
based on individual and the Group performances. Training
programmes for staff are provided as and when required.
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Biographies of Directors EEfHF

MR. CHAN SHING, AGED 61
Chairman and Managing Director

Mr. Chan joined the Group as Chairman and Managing
Director in 1998. Mr. Chan has over 20 years of experience
in international trading of metal, the processing and
manufacturing of related products, the management
of industrial enterprises, the investment in industrial
and commercial properties, and corporate planning and
management.

MS. CHEUNG KWAN, AGED 59
Executive Director

Ms. Cheung joined the Group as an Executive Director
in November 2015. Ms. Cheung has around 20 years of
experience in project investment, corporation management,
merger and acquisition. Her investments in diverse industries
ranges from mining, resources, clean energy, cultural industry,
health product and agriculture. Particularly, under the national
project of “One Belt and One Road”, she has gained many
experiences and strong business network. She has served as
director and senior manager of various companies. Currently,
she is the executive director of China-Asia Resources Fund and
Vision Capital (Asia) Limited; she is also the Chairperson as
well as managing director of the board of Kazakhstan Potash
Corporation Limited, a company listed on the Australian
Securities Exchange and the Chairperson of Asia Investment
Finance Group Limited, a Hong Kong listed company.

MR. SIT HOI TUNG, AGED 51
Executive Director and Deputy General Manager

Mr. Sit joined the Group in 1998 and was appointed as an
Executive Director in 2000. He was promoted to Deputy
General Manager in 2006. Mr. Sit is also a Director of Burwill
Resources Limited in-charge of contracts and import/export
bills operation for metal trading. He graduated from the
Finance Department of Jinan University in Guangzhou. He had
worked for banking sector and metal trading companies and
has over 20 years of experience in international metal trading
and import/export bills operation.
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Biographies of Directors EEfHF

MR. WEI JIAFU, AGED 67
Executive Director

Mr. Wei joined the Group as an Executive Director in December
2015. Mr. Wei has over 30 years of experience in corporation
management. He was the Chairman and Chief Executive
Officer of China Ocean Shipping (Group) Company, a large-size
state-owned company of China, Chairman and non-executive
director (Hong Kong and China) of China COSCO Holdings
Company Limited, and Vice Chairman and non-executive
director of China Merchants Bank Co., Ltd.. Currently, Mr.
Wei is the Chief Executive Officer and executive director of
Kazakhstan Potash Corporation Limited, a company listed on
the Australian Securities Exchange and an executive director
of Asia Investment Finance Group Limited, a Hong Kong listed
company.

MR. KWOK WAI LAM, AGED 54
Executive Director

Mr. Kwok joined the Group in 1994 and is an Executive
Director. He is also the Company Secretary and the Group’s
Financial Controller. Mr. Kwok has over 20 years' experience in
the areas of auditing, finance and accounting. He is a Fellow of
The Association of Chartered Certified Accountants.

MR. SHAM KAI MAN, AGED 50
Executive Director

Mr. Sham joined the Group in 2000 and was appointed as an
Executive Director in July 2009. He is the Managing Director
of Burwill Resources Limited, a subsidiary of the Company, in-
charge of the Group’s steel and mineral trading business. Mr.
Sham graduated from The University of Hong Kong and, prior
to joining the Group, had worked for a multinational steel
trading company for 7 years. He has over 20 years extensive
experience in steel trading and gains good international
connections.

MR. CUI SHU MING, AGED 79
Independent Non-Executive Director

Mr. Cui joined the Group as an Independent Non-Executive
Director in 1998. Mr. Cui graduated from People’s University of
China. He was the Deputy Head of the Bank of China, Jiangsu
branch, the Executive Director of The National Commercial
Bank, Ltd. and the General Manager of its Hong Kong branch,
a Director and the Executive Vice President of The Ka Wah
Bank Ltd.. Mr. Cui is currently an Independent Non-Executive
Director of China LotSynergy Holdings Limited and Yue Da
Mining Holdings Limited, both are listed companies in Hong
Kong. He has over 40 years of experience in international
finance and corporate planning and management.
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MR. CHAN MING FAIl, AGED 55
Independent Non-Executive Director

Mr. Chan joined the Group as an Independent Non-Executive
Director in October 2011. He is currently an independent
business consultant. Prior to that, Mr. Chan was the Chief
Executive Officer of Full Seas Technology Group and the
President of Dandelion Capital Group, which is a private
financial advisory company. He has over twenty years of
experience in investment banking and asset management. Mr.
Chan had worked for Jardine Fleming Investment Management
with a major responsibility to market unit trusts and asset
management products in Hong Kong and subsequently in
various Asian markets, and was particularly instrumental in the
establishment of Jardine Fleming’s investment trust operation
in Japan, Korea and Indonesia. Mr. Chan also cofounded
the KGI Group, which is a pan-Asian investment bank with
shareholders including major investors and institutions in Asia,
where he was the head of the asset management operation
which managed about USD400 million in hedge funds and
other portfolios, and was also a member of the management
committee of KGI Group. Mr. Chan received a bachelor’s
degree in Social Sciences with major in Economics from the
University of Hong Kong. Mr. Chan is currently an Independent
Non-Executive Director of China LotSynergy Holdings Limited.

MR. HUANG SHENGLAN, AGED 65
Non-Executive Director

Mr. Huang joined the Group in September 2004 and was re-
designated as a Non-Executive Director in March 2017. Mr.
Huang was an Executive Director and the Deputy Governor of
China Everbright Bank, Head Office, an Executive Director and
the General Manager of China Everbright Technology Limited
and an Independent Non-Executive Director of the Company,
Chongging Road & Bridge Co. Ltd. and Symphony Holdings
Limited. Mr. Huang holds a diploma in Arts from Huazhong
Normal University and in International Economics from
Huadong Normal University and a certificate in International
Economic Law from Xiamen University and in Advanced
Management Programme from the Business School of Harvard
University, USA. Mr. Huang is an Independent Non-Executive
Director of China LotSynergy Holdings Limited, a Non-Executive
Director of China Fortune Investments (Holding) Limited and an
Executive Director of Asia Investment Finance Group Limited.
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Report of Directors EEF &

The board of Directors of Burwill Holdings Limited (the
“Company”) presents to the shareholders their report together
with the audited financial statements of the Company and its
subsidiaries (collectively known as the “Group”) for the year
ended 31 December 2016.

FINANCIAL RESULTS
The results of the Group for the year ended 31 December 2016
are set out in the consolidated income statement on pages 66

and 67.

The state of affairs of the Group as at 31 December 2016 is set
out in the balance sheet on pages 64 and 65.

The Group’s cash flows are set out in the consolidated
statement of cash flows on pages 71 and 72.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding.
The principal activities of the Group are international metal
trading and mineral resources investment, exploration and
development.

The Group’s segment results for the year and other segment
information are set out in note 5 to the consolidated financial
statements.

DIVIDEND

No interim dividend was paid during the year.

The Directors do not recommend the payment of a final
dividend for the year ended 31 December 2016 (2015: Nil).
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases attributable to the Group’s major
suppliers are as follows:

%

— the largest supplier 10
— five largest suppliers combined 38

The percentage of sales attributable to the Group’s major
customers are as follows:

%

— the largest customer 12
— five largest customers combined 35

None of the Directors, their respective close associates nor
shareholders (which to the knowledge of the Directors own
more than 5% of the Company’s share capital) had any interest
in the above suppliers or customers at any time during the year.

PROPERTY, PLANT AND EQUIPMENT

The movements in property, plant and equipment during
the year are set out in note 7 to the consolidated financial
statements.

SUBSIDIARIES AND ASSOCIATES

The particulars of the Company’s principal subsidiaries and
associates as at 31 December 2016 are set out in notes 9 and
10 to the consolidated financial statements.

BANK LOANS

The particulars of the Group’s bank loans (excluding the bank
loans included in liabilities of disposal group classified as held
for sale) are set out in note 22 to the consolidated financial
statements.

The Group’s bank loans were denominated in Hong Kong
Dollar, US Dollar, Renminbi and Euro. As at 31 December 2016,
around 89% of the Group’s bank loans were denominated
in Hong Kong Dollar and US Dollar. All the bank loans bear
interest at prevailing market rates.
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SHARE CAPITAL

Details of movements in the share capital of the Company
during the year are set out in note 19 to the consolidated
financial statements.

RESERVES

Details of movements in reserves during the year are set out in
note 21 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s reserves available
for distribution to shareholders calculated in accordance
with the Companies Act 1981 of Bermuda amounted to
HK$228,004,000 (2015: HK$228,004,000).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Bye-laws although there is no statutory restriction
against the granting of such rights under the laws of Bermuda.

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

During the year ended 31 December 2016, the Company via
Hillot Limited, a wholly-owned subsidiary of the Company,
repurchased a total of 47,796,000 shares of the Company
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the general mandates granted by the
shareholders at the annual general meetings held on 10 June
2015 and 22 June 2016, details of which were as follows:-

Number of shares

Month/Year repurchased
B/ % BERAHE
04/2016 6,448,000
06/2016 13,054,000
07/2016 15,602,000
11/2016 12,692,000

&S

ARABBAREFE 2 EHBRFINRER
B TS RRMIEE19 o

fEtE

AEENRFRBZEDBENFIINEE P HR
RAFFE21

A 7 Ik

R-T—RE+-A=+—0 RBARE
—NAN—FRBVEFFE  AREADIKT
A% 3 2 5 BB 228,004,000 (ZE—F
£ ¢ /1228,004,0007T) °

ROELEERE

BRELZRUBEERNELEBERYBATE
BRI - ARF 2 XAEABR TR E LR iz F 48
MERHTE -

BE - HEIBLEAQAFT LHES

HE-_Z—XRE+-_A=+—BILEER -
KN aE)E RS BN E A T Hillot Limited iR 15
RZE—RAFAA+TEEZZE—XRF~A
T -HBTZREBFAT LERERT
EEBOROH KRR REEBHEXS
FIERAR([BRZAT BB ARRRKRMDE &
47,796,0000% © FFIBWOT

Price per share Total consideration

Highest Lowest (before expense)
BERERK RELE
BS B®IE (RETBAZ)
HK$ HK$ HK$'000
o o BT
0.280 0.265 1,778
0.260 0.250 3,319
0.255 0.213 3,655
0.189 0.178 2,326
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES (continued)

All shares repurchased were subsequently cancelled and
accordingly the Company’s issued share capital was reduced
by the nominal value of these shares. The repurchases were
effected for the benefit of the shareholders as a whole by
enhancing the net assets and earnings per share of the
Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the year ended 31 December 2016.

SHARE OPTION SCHEME

Pursuant to the share option scheme adopted by the Company
on 8 June 2011 (the "Option Scheme”), certain options were
granted to subscribe for new ordinary shares of the Company.
Details of which are set out as follows:

() Summary of terms of the Option Scheme
(i) Purpose of the Option Scheme

The purpose of the Option Scheme is to provide
incentives or rewards to Participants (as stated in
paragraph (ii)) for the contribution to the Group
and to enable the Group to recruit and retain high-
calibre employees and other personnel that are
valuable to the Group.

(i) Participants

Any individual being an employee (whether
full-time or part-time), officer, buying agent,
selling agent, consultant, sales representative or
marketing representative of, or supplier or provider
of goods or services to, the Company or any of
its subsidiaries, including any executive or non-
executive director of the Company or any of its
subsidiaries, who satisfies the criteria set out in the
Option Scheme.
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SHARE OPTION SCHEME (continued)

() Summary of terms of the Option Scheme (continued)

(iii)

(iv)

(v)

Maximum number of shares

The limit on the total number of shares which may
be issued upon exercise of all outstanding options
granted and yet to be exercised under the Option
Scheme, together with all outstanding options
granted and yet to be exercised under any other
share option schemes of the Company and/or any
subsidiary must not exceed 30 per cent. of the
number of issued shares from time to time. The
total number of shares available for issue under
the Option Scheme as at the date of this report is
436,035,968 shares, representing approximately
8.69 per cent. of the issued share capital of the
Company as of that date.

Maximum entitlement of each Participant

Unless approved by shareholders in general
meeting, no Participant shall be granted an option
which would result in the total number of shares
issued and to be issued upon exercise of all options
granted and to be granted (including options
exercised, cancelled and outstanding) to such
Participant in any 12-month period immediately
preceding the proposed date of grant for such
options would exceed 1 per cent. of the number of
shares in issue as at the proposed date of grant.

Option period

An option may be exercised in accordance with the
terms of the Option Scheme at any time during a
period of not exceeding 10 years to be notified by
the Board to the grantee, such period to commence
on the date of grant or such later date as the Board
may determine and expiring on the last day of the
said period. Under the Option Scheme, the Board
may, at its discretion, prescribe a minimum period
for which an option must be held before it can be
exercised.
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SHARE OPTION SCHEME (continued)

() Summary of terms of the Option Scheme (continued)

(vi)

(vii)

(viii)

Payment on acceptance of option

HK$1.00 in cash is payable by the Participant who
accepts the grant of an option in accordance with
the terms of the Option Scheme on acceptance of
the grant of an option.

Subscription price

The subscription price for the shares under the
options to be granted under the Option Scheme
will be a price determined by the Board and
notified to a Participant at the time the grant of
the options is made to (and subject to acceptance
by) the Participant and will be at least the highest
of: (a) the closing price of the shares as stated in
the daily quotation sheets of the Stock Exchange
on the date of grant (subject to acceptance) of
the option, which must be a business day; (b) the
average closing price of the shares as stated in the
Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of
grant (subject to acceptance) of the option; and (c)
the nominal value of the shares.

The life of the Option Scheme

The Option Scheme shall be valid and effective for
a period of ten years commencing from 8 June
2011, after which period no further options will
be granted nor accepted but the provisions of the
Option Scheme shall remain in full force and effect
in all other respects.
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SHARE OPTION SCHEME (continued)

()

Movements of option shares under the Option
Scheme

(i

i

(iif

Directors
g3
CHAN Shing
A

SIT Hoi Tung
HER

KWOK Wai Lam

587

SHAM Kai Man
58X

CUI Shu Ming
EZH

CHAN Ming Fai
BeeE

HUANG Shenglan

2BE

Date of
grant

RURS

071112014

071112014

071172014

071172014

0711172014

071112014

071112014

Substantial shareholder

TERR
LAU Ting
8L

0711172014

Continuous contract  07/11/2014

employees

ERCNER

Exercise
price
per share

gk
iR
HKS
£

03

03

03

03

03

03

03

03

03

MBI AERT8I(E)

() BREFERTZBREROGSD

Exercise period Number of option shares
T8 BRERGHE
outstanding granted exercised  cancelled [apsed balance
as at during during during during as at
from until  01/01/2016  theyear  theyear  theyear  theyear  31/12/2016
HN=8-7E HoB-rE
-A-H tZRZt-H
: z g FRRE  EAOE FREE EARY &h
011202014 3011172016 2,250,000 = = - 2,250,000 =
011272015 3011172016 2,250,000 = = - 2,250,000 =
011272014 3011172016 10,000,000 = = - 10,000,000 -
011272015 3011172016 11,000,000 = = - 11,000,000 -
011272014 3011172016 11,000,000 = = - 11,000,000 -
011272015 301172016 11,000,000 = = - 11,000,000 -
011272014 3011172016 10,000,000 = = - 10,000,000 -
011272015 3011172016 11,000,000 = = - 11,000,000 -
011212014 301172016 = - - - - -
011202015 3011172016 2,250,000 = = - 2,250,000 -
01122014 3011172016 1,000,000 = = - 1,000,000 -
011202015 3011172016 2,250,000 = = - 2,250,000 -
011202014 301172016 = - - - - -
011202015 3011172016 2,250,000 = = - 2,250,000 -
01122014 3011172016 2,250,000 = = - 2,250,000 -
011202015 3011172016 2,250,000 = = - 2,250,000 -
011212014 3011172016 50,200,000 = = - 50,200,000 =
011212015 3011172016 93,950,000 = = - 93,950,000 =
Total:
@5 224,900,000 - - - 224,900,000 -
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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. CHAN Shing (Chairman and Managing Director)
Ms. CHEUNG Kwan

Mr. SIT Hoi Tung (Deputy General Manager)

Mr. WEI Jiafu

Mr. KWOK Wai Lam

Mr. SHAM Kai Man

Independent Non-Executive Directors

Mr. CUI Shu Ming
Mr. HUANG Shenglan

(re-designated as Non-Executive Director on 3 March 2017)
Mr. CHAN Ming Fai

In accordance with bye-law 85 of the Bye-laws of the
Company, Messrs. KWOK Wai Lam, CUI Shu Ming and CHAN
Ming Fai shall retire from office at the forthcoming annual
general meeting and, being eligible, offer themselves for re-
election.

Biographical details of the Directors of the Company are set out
on pages 10 to 12.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2016, the interests and short positions of
the Directors and chief executive of the Company (including
those interests and short positions which were taken or
deemed to have interests and short positions under the
provisions of the Securities and Futures Ordinance (the
“SFO")) in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:

Interests in Shares of the Company

EERTHREAIRKR S

RHEANEER AR

- HERORESE

RZZE—RNE+ZA=+—8 ' BELAQF
BRREHFNRHBAEERO([ESHREBEERG ) E
352{KFTREB FHEFHZLMATE - sk
BEMEBETAZEZTETERR HMNIRESTE]
BHAARRIRBRZA ARARZEERITH
BN R R HE TR EE(EERFS
MHEREEBIEXVES) B D B G REHFE
FHEERERESRPEGIEEAEEN
HEmMOKE - FIBIT

RRBRM R

Number of ordinary shares

ZERBROEE
Personal Family Corporate
Name of Director Interests Interests Interests Total
EEng BAER RikER NRER By
CHAN Shing 146,786,521 (L) 104,042,601 (L) 1,050,438,149 (L) 1,301,267,271 (L)
B (Note 1)
(K1)
CHEUNG Kwan 592,828,000 (L) - 123,000,000 (L) 715,828,000 (L)
RE (Note 2)
(Ki:22)
SIT Hoi Tung 5,413,869 (L) - - 5,413,869 (L)
BER
SHAM Kai Man 1,000,000 (L) - - 1,000,000 (L)
SR
CUI Shu Ming 2,250,000 (L) - - 2,250,000 (L)
EEH
CHAN Ming Fai 1,250,000 (L) - - 1,250,000 (L)
PRAAE
HUANG Shenglan 2,250,000 (L) - - 2,250,000 (L)

aBE

Approximate
percentage in
the Company’s
issued share
capital
HIERDRE BT
BRABHRE

25.94% (L)

14.27% (L)

0.11% (L)

0.02% (L)

0.04% (L)

0.02% (L)

0.04% (L)
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Interests in Shares of the Company (continued)

Notes:

1. 838,071,336 shares were held by Glory Add Limited (“Glory Add"),
a wholly-owned subsidiary of Favor King Limited (“Favor King”).
211,900,848 shares were held by Strong Purpose Corporation (“Strong
Purpose”). Favor King and Strong Purpose are wholly-owned by Mr. CHAN
Shing and Ms. LAU Ting, the spouse of Mr. CHAN Shing. 465,965 shares
were held by Hang Sing Overseas Limited, a wholly-owned subsidiary of
Orient Strength Limited (a company which is wholly-owned by Ms. LAU
Ting).

2. 123,000,000 shares were held by The Internet of Things Investment Ltd.
which is wholly-owned by Ms. CHEUNG Kwan.

3. The letter “L" denotes long position and the letter “S” denotes short
position.

Save as otherwise disclosed above, as at 31 December 2016,
none of the Directors or chief executive of the Company had,
or were deemed under the SFO to have, any interests or short
positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were required to be
recorded in the register kept by the Company under Section
352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 31 December 2016, according to the register required
to be kept by the Company under Section 336 of the SFO, the
following persons (other than the Directors and chief executive
of the Company) had interests and short positions in the shares
and underlying shares of the Company:

Interests in Shares

Name of shareholder Nature of interest

BRREH BEEME
LAU Ting Personal, Family & Corporate
2 (EVNRE S UN]
Favor King Corporate
NG
Notes:
1. 104,042,601 shares were directly held by Ms. LAU Ting. 146,786,521

shares were directly held by Mr. CHAN Shing, the spouse of Ms. LAU Ting.
838,071,336 shares were held by Glory Add, a wholly-owned subsidiary
of Favor King. 211,900,848 shares were held by Strong Purpose. Favor
King and Strong Purpose are wholly-owned by Mr. CHAN Shing and Ms.
LAU Ting. 465,965 shares were held by Hang Sing Overseas Limited, a
wholly-owned subsidiary of Orient Strength Limited (a company which is
wholly-owned by Ms. LAU Ting). As the interests of each of Mr. CHAN
Shing and Ms. LAU Ting are deemed to be the interests of each other, the
figures referred to the same shares.

2. These interests were held by Glory Add, a company which is wholly-
owned by Favor King. Favor King is wholly-owned by Mr. CHAN Shing and
Ms. LAU Ting.

3. The letter “L"” denotes long position and the letter “S” denotes short
position.

Save as disclosed above, as at 31 December 2016, there was
no person (other than the Directors and chief executive of
the Company) who had an interest or short position in the
shares and underlying shares of the Company as recorded
in the register required to be kept under Section 336 of the
SFO and/or who were directly or indirectly interested in 5%
or more of the issued share capital carrying rights to vote in
all circumstances at general meetings of any members of the
Group.

ordinary shares
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838,071,336 (L)
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DISPOSAL OF INTERESTS IN SUBSIDIARIES

The disposal of the entire issued share capital of Burwill China
Portfolio Limited (“BCPL") was completed on 23 March 2016.
BCPL is now indirectly held as to 45% by the Company through
China Land Assets Limited, an associated company of the
Company. Details of the above disposal were set out in the
Company'’s circular dated 15 October 2014 and announcement
dated 23 March 2016.

On 8 February 2017, Burwill and Company Limited (as vendor),
a wholly-owned subsidiary of the Company, the Company
(as guarantor) and Huge Mark International Holdings Limited
(as purchaser) entered into a conditional sale and purchase
agreement dated 8 February 2017, pursuant to which Burwill
and Company Limited has conditionally agreed to sell and Huge
Mark International Holdings Limited has conditionally agreed to
acquire the entire issued share capital of Burwill Steel Company
Limited at a consideration of HK$97,000,000. Details of the
above disposal were set out in the Company’s announcement
dated 8 February 2017.

DISPOSAL OF PROPERTY

On 20 March 2017, Yinmain Industrial Limited (“Yinmain"”),
a wholly-owned subsidiary of the Company, and Gold Merit
Ventures Limited ("GMVL") entered into the provisional
agreement for sale and purchase dated 20 March 2017,
pursuant to which Yinmain will sell, and GMVL will acquire, the
property located at Unit 1402, Office Tower, Convention Plaza,
1 Harbour Road, Wanchai, Hong Kong for a consideration of
HK$265,192,500 (the “Disposal”). Completion of the Disposal
is conditional on the Company’s shareholders approval in
general meeting, details of the Disposal were set out in the
Company’s announcement dated 20 March 2017.

OTHER INFORMATION DISCLOSED PURSUANT TO RULE
13.51B(1) OF LISTING RULES

Starting from 1 January 2017, the annual salaries of Messrs.
CHAN Shing, SIT Hoi Tung, KWOK Wai Lam and SHAM Kai
Man, the Executive Directors of the Company, were adjusted by
an average reduction of approximately 7.69%.

Mr. HUANG Shenglan has been re-designated as a Non-

Executive Director of the Company with effect from 3 March
2017.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the share option scheme(s) of the Company
disclosed above, at no time during the year was the Company,
its holding company, or any of its subsidiaries or fellow
subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

SERVICE CONTRACTS WITH DIRECTORS

Each of the Executive Directors of the Company has entered
into a service contract with the Company with no specific term
of office or for an initial term of two or three years (subject
to individual contract) from the date of appointment and will
continue or be renewable thereafter, until terminated by not
less than one to six months (subject to individual contract)
notice in writing served by either party on the other. Each of
the Non-Executive Directors of the Company has entered into a
service contract with the Company for an initial term of three
years which is renewable for another three years and can be
terminated by notice in writing served by either party on the
other.

None of the Directors offering themselves for re-election at the
forthcoming annual general meeting has an unexpired service
contract with the Company which is not determinable by the
Company within one year without payment of compensation
other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the consolidated financial statements,
there was no contracts of significance (as defined in Note 15
of Appendix 16 of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”)) in relation to
the Group’s business to which the Company or any of its
subsidiaries was a party and in which any of the Company’s
Directors or members of its management had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.
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CONTROLLING SHAREHOLDER'S INTERESTS IN
CONTRACTS

Save as disclosed in the consolidated financial statements,
there was no contracts of significance (as defined in Note 16
of Appendix 16 of the Listing Rules) between the Company or
any of its subsidiaries and a controlling shareholder or any of
its subsidiaries subsisted at the end of the year or at any time
during the year.

MANAGEMENT CONTRACTS

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

INDEMNITY PROVISION

The Company has arranged appropriate insurance cover in
respect of legal actions against the Directors.

LITIGATION
CL Holdings in the progress of Winding Up

China Land Holdings International Limited (“CL Holdings”), an
associated company of the Company, had on 13 October 2016
been served with a winding-up petition against CL Holdings by
Classic Star Investments Limited (“Classic Star”) in connection
with an outstanding amount of approximately HK$16 million
which Classic Star had alleged due and payable by CL Holdings.
On 14 December 2016, a winding up order was issued to CL
Holdings by the High Court of Hong Kong.

CL Holdings is a company incorporated in Hong Kong and
its nature of business is investment holding. CL Holdings
owes the outstanding debt of approximately HK$32 million
to the Group as at the date of this report, the Company
has sought for legal advice to contest the claims on it. A
proof of debt was presented to the Official Receiver and the
liquidator in accordance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and Companies (Winding-
up) Rules.
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LITIGATION (continued)
Legal Proceedings in Hong Kong in relation to BCHL

On 4 November 2016, Burwill Commercial Holdings Limited
("BCHL"), a wholly-owned subsidiary of the Company, as
plaintiff issued a writ of summons in the High Court of Hong
Kong against Charm Best Investments Inc. (“Charm Best”) and
Mr. IP Kwok Kin (“Mr. IP") as defendants (“HCA 2895/2016").

On 18 November 2016, Mr. IP and Charm Best issued a writ
of summons in the High Court of Hong Kong against, inter
alias, BCHL and China Land Assets Limited (“CL Assets”) (“HCA
3015/2016").

On 6 January 2017, the Court queried the need for the
plaintiffs in HCA 3015/2016 (Mr. IP and Charm Best), to issue
such legal action and then on 6 February 2017, the Court
directed the plaintiffs in HCA 3015/2016 to proceed by way of
a counterclaim under HCA 2895/2016. A Statement of Claim
(the “Claim”) under the action of HCA 2895/2016 was filed by
BCHL on 13 February 2017 which was subsequently amended
and filed on 9 March 2017. As at the date of this report, the
dates of trial of HCA 2895/2016 and HCA 3015/2016 have not
been fixed.

BCHL made the Claim for, inter alia, the declaration that BCHL
validly exercised its rights under the deed of share charge dated
13 September 2016 (the “Deed”). BCHL's position is that it has
exercised its rights under the Deed to, inter alia, take over the
55% charged shares in CL Assets (the “Charged Shares”) on
14 October 2016. As a result, Charm Best was no longer the
shareholder of CL Assets and Mr. IP was no longer a director
of CL Assets. The Charged Shares have been transferred to the
Group’s wholly-owned subsidiary, Double Honour Enterprises
Limited, which holds the Charged Shares on trust as a
nominee.

CL Assets currently holds 69% interests in Yangzhou Times
Square and 100% interests in Wuxi Sunshine Plaza.
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LITIGATION (continued)

Legal Proceedings in the PRC in relation to KIGEEEWE¥E
RAT and SERSEEBROT

The Company has been provided with a writ dated 16 June
2015 ("Writ"”) filed with the Shandong Province Yantai City
Intermediate People’s Court of the People’s Republic of China
("PRC") under which an individual (“Plaintiff”) alleged that
he is the beneficial owner of 50% of the equity interest in &
BHREREAMR AT (“Allegation”) and that B HHRE
ABRAF holds such 50% equity interest in KI5 HEEER
fRaa] ("H#[53E 50% equity interest”) as nominee for the
Plaintiff. In the Writ, #[5REB =GR QA7) has been named
as defendant. In the interim, as a result of the Allegation, the
Shangdong Province Yantai City Intermediate People’s Court of
the PRC has imposed a freezing order in respect of 35% equity
interest in S REEEGR A held by SEREREER
‘A A] (the “Freezing Order”). The frozen equity interest will be
restricted from transfer or pledge during the existence of the
Freezing Order but the operations of 5 HEREEARR A A
will not be hindered by the imposition of the Freezing Order.
The trial of the Allegation was held in August 2016 that the
Plaintiff lost a lawsuit and the judgement was received in the
early 2017 that #[5HR&EEEEMR AR was not liable to any
claim and the Plaintiff alleged that he owned #F5%8E 50%
equity interest was not in fact. The Plaintiff has already served
a notice of appeal to the judgement but the date of trial for
appeal has not been fixed.

BUSINESS REVIEW

Details of review of the Company’s business are set
out in “Review and Outlook” under the section headed
“Management Discussion and Analysis” of this report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to the long term sustainability of
the environment and communities in which it operates. As
a responsible corporation, to the best knowledge of the
Directors, the Group has complied with all relevant laws and
regulations regarding environmental protection during the year
ended 31 December 2016.
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COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

The Group recognises the importance of compliance with
regulatory requirements and the risk of non-compliance with
the applicable rules and regulations. To the best knowledge of
the Directors, the Group has complied in material respects with
the relevant laws and regulations that have a significant impact
on the business and operation of the Group during the year
ended 31 December 2016.

RELATIONSHIP WITH EMPLOYEES, SUPPLIERS,
CUSTOMERS AND OTHER STAKEHOLDERS

The Group understands the success of the Group’s business
depends on the support from its key stakeholders including
employees, suppliers, customers, banks, regulators and
shareholders. The Group will continue to ensure effective
communication and maintain good relationship with each of its
key stakeholders.

EMPLOYEES RETIREMENT BENEFIT

Details of the retirement benefit schemes of the Group and
the employees’ retirement benefit costs charged to the
consolidated income statement for the year are set out in note
28 to the consolidated financial statements.

FIVE YEARS’ FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the last five financial years is set out on page 196.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors of the
Company, the Company has maintained the prescribed public
float under the Listing Rules.
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AUDIT COMMITTEE

The Company has established an Audit Committee which
temporarily comprises two Independent Non-Executive
Directors of the Company, Mr. CUI Shu Ming and Mr. CHAN
Ming Fai. The Audit Committee has reviewed and discussed
with the management the accounting principles and practices
adopted by the Group and auditing, internal controls and
financial reporting matters. The audited financial statements
of the Group for the year ended 31 December 2016 have been
reviewed by the Audit Committee.

AUDITORS

The accounts for the year were audited by HLB Hodgson Impey
Cheng Limited whose term of office will expire upon the
annual general meeting. A resolution for the re-appointment of
HLB Hodgson Impey Cheng Limited as auditors of the Company
for the subsequent year is to be proposed at the forthcoming
annual general meeting.

On behalf of the Board
CHAN Shing
Chairman

Hong Kong, 31 March 2017
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CORPORATE GOVERNANCE PRACTICES

The Directors believe that good corporate governance is an
essential element in enhancing the confidence of shareholders,
investors, employees, business partners and the community as
a whole and also the performance of the Group. The board of
Directors of the Company (the “Board”) reviews the corporate
governance structure and practices from time to time and
makes necessary arrangements to ensure business activities
and decision making processes are made in a proper and
prudent manner.

In the opinion of the Directors, the Company has complied with
all the applicable code provisions of the Corporate Governance
Code (the “Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) for the year ended 31
December 2016, except for the deviations as disclosed in this
report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Listing Rules as its code of
conduct for dealings in securities of the Company by the
Directors. Having made specific enquiry of all Directors, all
Directors confirmed that they have complied with the required
standard set out in the Model Code throughout the year.

BOARD OF DIRECTORS

The Directors of the Company during the year and up to the
date of this report were:

Executive Directors

Mr. CHAN Shing (Chairman and Managing Director)
Ms. CHEUNG Kwan

Mr. SIT Hoi Tung (Deputy General Manager)

Mr. WEI Jiafu

Mr. KWOK Wai Lam

Mr. SHAM Kai Man

Independent Non-Executive Directors
Mr. CUI Shu Ming
Mr. HUANG Shenglan
(re-designated as Non-Executive Director on 3 March 2017)
Mr. CHAN Ming Fai
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BOARD OF DIRECTORS (continued)

Following the re-designation of Mr. HUANG Shenglan as a
Non-Executive Director with effect from 3 March 2017, the
Company temporarily having only two Independent Non-
Executive Directors and two members in the Audit Committee
was not compliant with Rule 3.10(1), Rule 3.10A and Rule
3.21 of the Listing Rules. The Company is in the process of
identifying suitable candidates to act as Independent Non-
Executive Directors and a member of the Audit Committee of
the Company and the appointments will be made as soon as
practicable.

As at the date of this report, the Board comprised nine
Directors, six of whom are Executive Directors (including the
Chairman), two of whom are Independent Non-Executive
Directors and one of whom is Non-Executive Director. Details
of backgrounds and qualifications of each Director are set out
in the section headed "“Biographies of Directors” of this annual
report. The Company has arranged appropriate insurance cover
in respect of legal actions against the Directors.

The Board is responsible for the overall strategic development
of the Group and determining policies and practices on the
Company’s corporate governance. It also monitors the financial
performance and the internal controls of the Group’s business
operations. Executive Directors are responsible for running
the Group and executing the strategies adopted by the Board.
The day-to-day running of the Company is delegated to the
management with department heads responsible for different
aspects of the businesses/functions.

The Non-Executive Directors (including the Independent Non-
Executive Directors) serve the relevant function of bringing
independent judgement on the development, performance and
risk management of the Group through their contributions in
board meetings.

The Board considers that each Independent Non-Executive
Director of the Company is independent in character and
judgement. The Company has received from each Independent
Non-executive Director a written confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
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BOARD OF DIRECTORS (continued)

The Board meets regularly to discuss the Group’s business
development, operation and financial performance. Notice of
at least 14 days is given to all Directors for all regular board
meetings to give all Directors an opportunity to attend. All
regular board meetings adhere to a formal agenda in which
a schedule of matters is addressed to the Board. All Directors
have access to board papers and related materials, and are
provided with adequate information which enables the Board
to make an informed decision on the matters to be discussed
and considered at the board meetings. Minutes of board
meetings are kept by the Company Secretary and are open for
inspection at any reasonable time on reasonable notice by any
Director.

To the best knowledge of the Directors, there is no financial,
business and family relationship among the members of the
Board.

Pursuant to the Code provision A.6.5, Directors should
participate in continuous professional development to develop
and refresh their knowledge and skills, so they can ensure that
their contribution to the Board remains informed and relevant.

The Company Secretary reports from time to time the latest
changes and development of the Listing Rules, corporate
governance practices and other regulatory regime to the
Directors with written materials.

All Directors confirmed that they had complied with the
Code provision A.6.5 by reading all materials provided by the
Company Secretary and/or attending regular training launched
by the professional bodies during the review period.

As stipulated in Code provision A.1.1, the board should meet
regularly and board meetings should be held at least four
times a year at approximately quarterly intervals with active
participation, either in person or through other electronic
means of communication, of a majority of directors entitled
to be present. As the Company did not announce its quarterly
results, two regular Board meetings were held during the year
for reviewing and approving the interim and annual financial
performance of the Group, which did not fully comply with the
relevant Code provision. Board meetings will be held on other
occasions when Board decisions are required.
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BOARD OF DIRECTORS (continued)

During the year under review, two regular Board meetings and
an annual general meeting for the year 2016 were held. Details
of the attendance of the Directors are as follows:—

Executive Directors BiTES

Mr. CHAN Shing Ry T
(Chairman and Managing Director) (EEFE L)

Ms. CHEUNG Kwan RELZ L

Mr. SIT Hoi Tung BEREE
(Deputy General Manager) (BI#EAZFE )

Mr. WEI Jiafu RRBAE

Mr. KWOK Wai Lam BEREE

Mr. SHAM Kai Man BRXEE

Independent Non-Executive Directors BYEHITES

Mr. CUI Shu Ming EEREE

Mr. HUANG Shenglan BRELE

(re-designated as Non-Executive Director
on 3 March 2017)
Mr. CHAN Ming Fai

RBIPITEE)
BREAESE A

CHAIRMAN AND CHIEF EXECUTIVE

The roles of the chairman and chief executive were not
performed by separate individuals as stipulated in Code
provision A.2.1. The Chairman and Managing Director of
the Company, Mr. CHAN Shing, currently assumes the role
of the chairman and also the chief executive responsible for
overseeing the function of the Board and formulating overall
strategies of and organising the implementation structure for
the Company and also managing the Group’s overall business
operations. Given the nature of the Group’s businesses which
require considerable market expertise, the Board believed
that the vesting of the two roles provides the Group with
stable and consistent leadership and allows for more effective
planning and implementation of long term business strategies.
The Board will continuously review the effectiveness of the
structure to balance the power and authority of the Board and
the management.
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NON-EXECUTIVE DIRECTORS

The Directors have not been required by the Bye-laws of the
Company (the "Bye-laws”) to retire by rotation at least once
every three years. However, in accordance with Bye-law 85 of
the Bye-laws, at each annual general meeting of the Company
one-third of the Directors for the time being or, if their number
is not a multiple of three, the number nearest to but not
greater than one-third, shall retire from office by rotation save
any Director holding office as Chairman or Managing Director.
All Non-Executive Directors of the Company had entered
into service contracts with the Company for an initial term of
three years which is renewable for another three years and
the Board will ensure the retirement of each Director, other
than the one who holds the office as Chairman or Managing
Director, by rotation at least once every three years in order to
comply with Code provisions. The Chairman will not be subject
to retirement by rotation as stipulated in Code provision
A.4.2, as the Board considered that the continuity of office
of the Chairman provides the Group a strong and consistent
leadership and is of great importance to the smooth operations
of the Group. Messrs. KWOK Wai Lam, CUl Shu Ming and
CHAN Ming Fai are subject to retirement by rotation at the
forthcoming annual general meeting in accordance with Bye-
law 85 of the Bye-laws.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 12
September 2006 with specific written terms of reference which
deal with its authority and duties. During the year ended 31
December 2016, the Remuneration Committee comprised
three members, Mr. CUI Shu Ming, Mr. HUANG Shenglan
and Mr. SIT Hoi Tung. The chairman of the Remuneration
Committee was Mr. CUI Shu Ming. With effect from 3 March
2017, following the resignation of Mr. HUANG Shenglan as
a member of the Remuneration Committee, Mr. CHAN Ming
Fai has been appointed as a member of the Remuneration
Committee.

The Remuneration Committee will meet to determine the
policy for the remuneration of Directors and the senior
management, and consider and review the terms of service
contracts of the Directors and the senior management.
In determining the emolument payable to Directors, the
Remuneration Committee took into consideration factors
such as time commitment and responsibilities of the Directors,
abilities, performance and contribution of the Directors to
the Group, the performance and profitability of the Group,
the remuneration benchmark in the industry, the prevailing
market/employment conditions and the desirability of
performance-based remuneration.

FHTES

ARBRBAATARAR DY ERETES
RLVB=ZFHRESTE R - AN REAA
AAIESSE  REEBRREFAS L KE
RETEEABF =02 EF(HWBEAL
F=2BE AARBROEBTEBB=D2—
ZHB)VARESE  HIFRREFALE
FHEABESR - ARAMBFNTES
BEARFBTIRBEAH  AHNFAH=
FUBBH=F MEZRNTEREBLE
E(EFEEITFRREFTALERBERINE
PHB=FRESE R AFETFRGEXZ
ME o EFEALARILTRREA A 2K E
BRI FAEZRABRIFEEH I EENR
TRERMBENEET W - DHEEEK
ZIRGREEREREE - REQFMABNE
851k ZIRE - BEFKRLEE BERAXLLERR
RAEEEREERRAFKEHRERE -

FHESE

ARAR_ZBERFAAT_HXRZEER
ERXEERENTFHNZEE -BE_F
—RNRF+TZA=+—RLEFERN FMEE
EHEZHLE EBERLRESRAL
“URBHEK - FHEEE IR REERE
H-B-T—tF-A=ZBHE E=BESL
ETHRETHEESGRER  RABLLERER
ETRFHNEZEERE -

BRYHEE SR REEEE NS EER
ABZHFMBERREBNEHNEENSEE
BAEBRBAENZGR EETEFFH M
B FEEeeEREHAR  fINES
MHEEERERS EF2)  RRE
HBEBEZER SEZEEXRBERAT G
N ARERFMEE  ERTSHKR R
EBEAMBRAERME 2 AITHESREM
B -

Burwill Holdings Limited Annual Report 2016

35



36

Corporate Governance Report ¥ &8 &

REMUNERATION COMMITTEE (continued)

Two Remuneration Committee meetings were held during
the year ended 31 December 2016 to review and make
adjustments to remuneration packages of the Directors and
to consider and review the terms of service contract of the
newly appointed Director. Details of the attendance of the
Remuneration Committee members are as follows:

yMEEE (&)

BE-T-—AET-A=+—BIEERN
HBITTRAHIE S & RBURTLBE
EEFHEEREENEDHLEFNRE
AR - HFMEESEE 2 E TR
W -

Members’
Attendance
ZEHERH
Mr. CUI Shu Ming EERLE
(Remuneration Committee Chairman) (FWZE= X)) 2/2
Mr. HUANG Shenglan H=BESE
(resigned as a member on 3 March 2017) (RZF—+F=A=HHFZE) 2/2
Mr. SIT Hoi Tung EERE 2/2
NOMINATION COMMITTEE BEEEES

The Nomination Committee was established on 23 March
2012 with specific written terms of reference which deal with
its authority and duties. During the year ended 31 December
2016, the Nomination Committee comprised five members,
Mr. CHAN Shing, Mr. SIT Hoi Tung, Mr. CUIl Shu Ming, Mr.
HUANG Shenglan and Mr. CHAN Ming Fai. Mr. CHAN Shing
was the chairman of the Nomination Committee. Mr. HUANG
Shenglan resigned as a member of the Nomination Committee
with effect from 3 March 2017.

The Nomination Committee’s duties include:

. to review the structure, size and composition of the Board
and make recommendations on any proposed changes
to the Board to complement the Company’s corporate
strategy;

o to identify individuals suitably qualified to become
Directors and select or make recommendations to the
Board on the selection of individuals nominated for
directorships;

o to assess the independence of Independent Non-
Executive Directors; and

o to make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors, in particular the
Chairman of the Board and the Chief Executive.
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NOMINATION COMMITTEE (continued)

One Nomination Committee meeting was held during the year
ended 31 December 2016 to review the structure, size and
composition of the Board. Details of the attendance of the
Nomination Committee members are as follows:

REZEE(HE)
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ABTT-RRZZBEEEZURTEER
HZREE - ABRMAK - RRZE8QZ8 2
JEREEFFBWT ¢

Members’
Attendance
EEHERHE
Mr. CHAN Shing BRIk ST A&

(Nomination Committee Chairman) (IBEZE2F /=) 11
Mr. SIT Hoi Tung BRI A 11
Mr. CUI Shu Ming EERLE 11
Mr. HUANG Shenglan mBELE

(resigned as a member on 3 March 2017) (R=ZF—tF=A=HFFZE) 1”1
Mr. CHAN Ming Fai BREAHE S 171

CORPORATE GOVERNANCE FUNCTIONS

The Board is also responsible for determining policies and
practices on corporate governance of the Company and
performing the corporate governance duties as follows:

o to develop and review the Company's policies
and practices on corporate governance and make
recommendations to the Company;

o to review and monitor the training and continuous
professional development of directors and senior
management;

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

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

o to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report.
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AUDIT COMMITTEE

The Audit Committee was established in 2001 and provides
the Board with advice and recommendations. During the year
ended 31 December 2016, the Audit Committee comprised
three members, Mr. CUI Shu Ming, Mr. HUANG Shenglan
and Mr. CHAN Ming Fai. All of them were Independent Non-
Executive Directors. The chairman of the Audit Committee was
Mr. CUI Shu Ming. Mr. HUANG Shenglan resigned as a member
of the Audit Committee with effect from 3 March 2017. The
Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise
in business, accounting and financial management in the Audit
Committee.

The Audit Committee’s functions includes:

o to review and monitor financial reporting and the
reporting judgement contained in them; and

. to review financial and internal controls, accounting
policies and practices with management, internal and
external auditors.

The Audit Committee held three meetings during the year
under review, two of which were attended by the external
auditors, HLB Hodgson Impey Cheng Limited. Details of the
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attendance of the Audit Committee members are as follows: AR

Members’
Attendance
ZEHERY

Mr. CUI Shu Ming EEREE
(Audit Committee Chairman) (BERZEEESTE) 3/3

Mr. HUANG Shenglan H=BE L
(resigned as a member on 3 March 2017) (R=ZF—tF=A=HFFZE) 3/3
Mr. CHAN Ming Fai BREBHE S 3/3
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AUDIT COMMITTEE (continued)

The Audit Committee has reviewed and discussed with
the management the accounting principles and practices
adopted by the Group and auditing, internal controls and
financial reporting matters. The audited financial statements
of the Group for the year ended 31 December 2016 have
been reviewed by the Audit Committee. In respect of the
qualified opinion expressed by the auditors in the Independent
Auditors’ Report, the Audit Committee has discussed with the
auditors and noted the reasons for their qualified opinion.
The Audit Committee has also explored with the auditors
how to remove the qualified opinion in the coming year for
the corporate governance purposes. Regarding China Land
Assets Limited, for which a qualified opinion is expressed,
the Audit Committee had reviewed their major financials and
noted that their major assets are two investment properties,
namely Yangzhou Times Square and Wuxi Sunshine Plaza. The
Audit Committee has noted the following items subject to the
qualified opinion:

(i)  Of the investments in associates, it included book value
of approximately HK$214 million related to China Land
Assets Limited;

(i) Of the share of losses of associates, it included share
of profit of China Land Assets Limited of approximately
HK$11,570,000; and

(i) Of the share of other comprehensive income of
associates, it included share of other comprehensive
expense of China Land Assets Limited of approximately
HK$216,000.

RISK COMMITTEE

The Risk Committee was established on 30 August 2016 with
specific written terms of reference which deal with its authority
and duties. The Risk Committee comprises five members, Mr.
CHAN Shing, Mr. SIT Hoi Tung, Mr. KWOK Wai Lam, Mr. SHAM
Kai Man and Mr. NG Man Fai, Matthew. Mr. CHAN Shing is the
chairman of the Risk Committee.

The Risk Committee is responsible for evaluating and
determining the nature and extent of the risks, and ensuring
that the Company establishes and maintains appropriate and
effective risk management and internal control systems.
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RISK COMMITTEE (continued)

One Risk Committee meeting was held during the year
under review to review the effectiveness of the Group’s
risk management and internal control systems which are
summarized below:

Financial Risks

The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and
liquidity risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group's
financial performance. Risk management is carried out by
board committee(s) under policies approved by the Board.
The committee identifies, evaluates and hedges financial risks
in close co-operation with the Group’s operating units. The
Board lays down principles for overall risk management, as well
as policies covering specific areas, such as foreign exchange
risk, interest rate risk, credit risk, use of derivative financial
instruments and non-derivative financial instruments, and
treasury investments.

Monthly updates giving details of the performance of the
Group's business segments have been provided to the
Directors.

Operational

Besides the Risk Committee, Burwill Resources Limited
("BRL"), a principal wholly-owned subsidiary of the Company,
has also established a risk control committee to identify,
evaluate and manage risks. The Group sees risk management
as every employee’s responsibility. All BRL customers would
be assessed the payment ability under our risk control policy
before entering into the contract. For those with low payment
ability customers, BRL shall require them to provide guarantee
to assure the payment. Steel trading team members usually
meet once a week for reporting their work progress as well as
conducting market researches and analysis to establish and/
or adjust the operational direction and strategy. Foreseeable
significant market changes should be timely reported to the
Board.

Futures hedge has been imposed to ensure profit earned and
reduce risk. Such hedging issue is a kind of a risk control plan
that is analysed by our professional team. It sets out how all
of the risks in the market activities, government policy, futures
product analysis, the trend between USA and China and the
sale of product policy will be controlled.
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RISK COMMITTEE (continued)
Compliance

Currently, every employee should seek approval from their
supervisors before starting a new business. For influential and
significant investment or businesses, Board approval should be
obtained. For substantial transactions, advices from legal and
financial advisors are sought.

An “Inside Information Disclosure Policy” has been adopted
by the Company for the handling and dissemination of inside
information. Directors should be responsible for the Board
for reporting every inside information they obtained. Once
information was identified to be inside information, those
inside information should be kept confidential before relevant
dissemination.

The Audit Committee with involvement of the external
auditors, HLB Hodgson Impey Cheng Limited, reviews and
monitors financial reporting and the reporting judgement
contained in them.

The Risk Committee, on behalf of the Board, acknowledged
that the Board is responsible for the risk management and
internal control systems and reviewing their effectiveness.
Details of the attendance of the Risk Committee members are
as follows:

Mr. CHAN Shing (Risk Committee Chairman) PRIk 2 4 (%7
Mr. SIT Hoi Tung BRI A
Mr. KWOK Wai Lam BEREE
Mr. SHAM Kai Man R
Mr. NG Man Fai, Matthew RHEEA

The Risk Committee reviewed the effectiveness of the Group's
risk management and internal control systems and the
adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting
and financial reporting functions and concluded them as
effective and adequate in the absence of internal audit
function.
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AUDITORS’ REMUNERATION

For the year ended 31 December 2016, the Group had engaged
the Group’s external auditors, HLB Hodgson Impey Cheng
Limited and network firms, to provide the following services
and their fees charged are set out as below:

Types of Services BR 7% %8 51
Audit of consolidated financial statements
of the Group for the year B

Non-audit services IEEETARTS
SHAREHOLDERS’ RIGHTS

Shareholder(s) holding not less than one-tenth of the
Company’s paid-up capital may request the Board to
convene a special general meeting. The requisition must state
the purposes of the meeting, and must be signed by the
requisitionist(s) and deposited at the registered office or head
office of the Company. If the Board does not within twenty-
one days from the date of the deposit of the requisition
proceed duly to convene a special general meeting, the
requisitionist(s), or any of them representing more than one
half of the total voting rights of all of them, may themselves
convene a special general meeting, but any meeting so
convened shall not be held after the expiration of three months
from the said date.
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SHAREHOLDERS’ RIGHTS (continued)

If a shareholder wishes to propose a person other than a
Director of the Company for election as a director at any
general meeting of the Company (the “General Meeting”),
he/she can deposit a written requisition to that effect at
the registered office or head office of the Company for the
attention of the Company Secretary. In order for the Company
to inform shareholders of that proposal, the written requisition
must state the full name of the person proposed for election
as a director, include the person’s biographical details as
required by rule 13.51(2) of the Listing Rules, and be signed
by the shareholder (other than the person to be proposed)
concerned and that person indicating his/her willingness to be
elected. The period for lodgment of such a written requisition
will commence no earlier than the day after the despatch
of the notice of the General Meeting and end no later than
seven days prior to the date of the General Meeting. If the
requisition is received less than eleven business days prior
to the General Meeting, the Company will need to consider
the adjournment of the General Meeting in order to allow
shareholders at least ten business days’ notice of the proposal.
For any other resolution(s) to be proposed by shareholder(s)
to put forward, shareholder(s) holding not less than one-
twentieth of the total voting rights of all shareholders of the
Company or not less than one hundred shareholders may
submit a written requisition to move such resolution(s); and the
requisition must be signed by all requisitionist(s) and deposited
for the attention of the Company Secretary at the registered
office or head office of the Company not less than six weeks
before the General Meeting in case of a requisition requiring
notice of a resolution and not less than one week before the
General Meeting in case of any other requisition together with
sufficient money to meet all relevant expenses. If a requisition
requiring notice of a resolution is received less than eleven
business days prior to the General Meeting, the Company will
need to consider the adjournment of the General Meeting in
order to allow shareholders at least ten business days’ notice of
the proposal.

Shareholders may at any time send their enquiries and concerns
to the Board by addressing them to the Company Secretary by
post to the Company of Unit 1402, Office Tower, Convention
Plaza, 1 Harbour Road, Wanchai, Hong Kong or by email to
ir@burwill.com.
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DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Directors’ responsibilities for the financial statements and
the responsibilities of the external auditors to the shareholders
are set out on pages 60 to 62.

COMPANY SECRETARY

Mr. KWOK Wai Lam is an Executive Director and the Company
Secretary of the Company and he had fulfilled the requirement
of Rules 3.28 and 3.29 of the Listing Rules during the year.
He has attained more than 15 hours of relevant professional
training during the year and his biography is set out in the
“Biographies of Directors” section of this annual report.

CONSTITUTIONAL DOCUMENT

During the year under review, there was no change in the
Company’s constitutional documents.

COMMUNICATION WITH SHAREHOLDERS

The chairman of the board should attend the annual general
meeting as stipulated in Code provision E.1.2. Mr. CHAN
Shing, the Chairman of the Board, attended the Company’s
annual general meeting held on 22 June 2016, chaired the
meeting and answered shareholders’ questions
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ABOUT BURWILL

The Group is in the business of metal trading and distribution
as well as making investments in mineral resources.

ABOUT THE REPORT

The topic of sustainability is evolving as new initiatives grow
all around the world. Sustainability reporting has become an
established component of communications with stakeholders
that complements financial reporting. Our report has emerged
as part of a trend towards increasing transparency and
accountability on environmental and social performance,
articulating a wide spectrum of benefits and enabling
stakeholders to better understand the Group's intrinsic value.
Through the reporting process, internal and external benefits
can be evaluated, comprising an optimisation process for cost
reductions and providing insights into business innovation.

The Environmental, Social and Governance (“ESG") Report
2016 was compiled pursuant to the Environmental, Social
and Governance Reporting Guide (the "ESG Guide”) under
Appendix 27 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited.

This report covers the material issues of the Group's operations
for the fiscal year from 1 January 2016 to 31 December 2016,
unless otherwise specified.

The content of this report centres on topics that are relevant
to the Group's business strategy and success, which represent
areas of interest to the Group’s stakeholders based on a

materiality assessment and stakeholder engagement.

The topics are presented in a pillar framework under six key
headings, including:

) Supply Chain and Quality management
I)  Employment and Development

) Environmental

IV)  Health and Safety

V)  Ethics

VI)  Community Investment

BN EE

AEEIENEZCEBEZINDOHERD

HBEFN

QEST-E:4=F 3ol E-RuRar=s- kb 0N
BRMEE o A REERRE ISR
BEN CXEFIELHBBENEZRR
BeIF  RANAKEZRRBRECK SR
HERAMMEEELRANEE R ETR
FOoEETHEENZLER SBERIE
SMEBEZBNEBBREENE  HPRER
ERA R R RIS RIF FH B BIE

“E-RNE(RE - He@RERHRE) (AR
FDDERBEBARZAAR R RNE
EHRAM ST ECGRR HeRERME
waD(4E3I RS -

=3
=

BR—_ZE—R"F—A—HZ+=
Bt

AEEPE
A=+ E&Zif(fﬁ‘%jﬁ*ﬁﬁﬁh?\\)ﬁﬁﬁﬁﬁ
BEHRD

ES
B!
&

>H%|Hn>}

AHEEEFERER ATE’J%@‘%}%EX&WI}J
Ex REFEUFHLRELEZ2R - OF
SEF D EREBHR

HETBZATANEZI2REMES -

— HEBEKEEE
— - BMEEZRE
= RER#&
m fEFEELE
B BENEST

N HBRER

Burwill Holdings Limited Annual Report 2016

45



46

Environmental, Social and Governance Report Ri% - # R ERHE

ABOUT THE REPORT (continued)

On the other hand, the Group’s business operations rely on
external suppliers with whom we have no direct control. This
can lead to challenges in sustainability policy execution. The
Group will, therefore, engage with these suppliers to help
reshape the overall sustainability strategy.

MATERIALITY ASSESSMENT

The Group has a wide range of mandated topics for disclosure.
Realising significant and material topics may be important and
relevant with respect to the Group’s social and environmental
impacts that influence the decisions of stakeholders over both
the short- and long-term. Therefore, the Group has conducted
a materiality assessment to define the most significant issues
with those ranking highest both in business importance to the
Group as well as in importance to the Group’s key stakeholders
in accordance with the ESG Guide.

In terms of the materiality assessment, prioritised topics were
identified covering supply chain and quality management,
employment and development, environmental issues, health
and safety, ethics as well as community investment.

STAKEHOLDER ENGAGEMENT

A stakeholder is someone who is affected by the Group’s
actions or affects the Group’s actions. The Group manages
a number of stakeholder relationships as well as ongoing
dialogues to help bolster the Group’s sustainability strategy.
For instance, employees regularly identify and engage with
stakeholders in the course of their daily work activities. In order
to incorporate the views of stakeholders, the Group actively
explores new viable channels for continuous engagement with
a broad array of stakeholders.
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SUPPLY CHAIN AND QUALITY MANAGEMENT

Delivering quality steel products to the Group’s clients allows
us to achieve business success. By contrast, a product with a
minor defect could pose significant financial or reputational
risks. For this reason, the supply chain should be well managed,
especially with respect to the logistics of steel products, which
play a critical role in determining overall operational efficiency
and cost structure.

Steel products are versatile and involve intensive raw material
input. They are also characterised by large material stocks,
network links among participants, specific storage conditions,
and agreed upon delivery schedules. The Group transports steel
shipments by sea. The most common causes of interruptions
in the supply chain include varying weather conditions, daily
tidal variations, the uploading gear available on the ships as
well as the unloading facilities available at the port. All of
these factors can influence the movement of cargo. However,
among these issues, adverse weather-related conditions
rank as the most common factor, for instance, dealing with
varying temperatures and humidity cycles during a vessel’s
transit. Additionally, rust can also contribute to a frequent
cause of damage to steel products due to seawater, rain, and
condensation water in the means of transport or condensation
inside the packaging, during long voyages.

Carrying out inspections can help ensure a safe and quality
delivery. Inspection criteria comprise a vessel loading witness
being present, tallying the number of pieces during loading,
closely examining the steel product’s physical properties,
maintaining proper storage conditions, ensuring proper
packing and cargo conditions, and monitoring rust conditions.
To examine rust conditions, we adopt the American Rust
Standard Guide, an industry reference for grading hot
rolled steel by surface condition. Examinations based on the
American Rust Standard A.R.S. Chart are applied for systematic
and consistent quality assurance. Under the American Rust
Standard Guide, hot-rolled steel is divided into four classes
according to specific surface conditions of steel, ranging from
entirely new blue to entirely rusted.

Regular inspections and effective packaging ensure product
quality from the point of manufacture to final delivery
to clients. The Group actively enhances its cooperative
relationships with suppliers through implementation of
supplier control procedures that cover a supplier’s technical
competency, timely delivery of high-quality products at
reasonable prices as well as other specific evaluation criteria.
This relationship building is carried out for the sake of the
Group's sustainable success.
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SUPPLY CHAIN AND QUALITY MANAGEMENT (continued)
Client Service

Client is invaluable to the Group and providing exceptional
service is always our fundamental value. Listening to clients is
a simple yet powerful way to achieve success with the Group’s
client strategy. While clients are always encouraged to provide
feedback and opinions, the Group must always react promptly
to suggestions and explore areas for improvement.

EMPLOYMENT AND DEVELOPMENT

The professional and personal competency of our employees
is at the heart of the Group’s long-term business success
and a crucial component for employee job security. To
this end, continuous training is an important requirement
and a key internal priority for the Group. It closely mirrors
the performance and applicability of the services provided
to clients. The Group is also dedicated to create a work
environment where employees feel valued and respected. Our
employees must always have the opportunity to learn and
acquire skills in new areas regardless of their role, function or
grade.

Employment

The Group offers a comprehensive compensation package
and a wide range of benefits, comprising medical insurance,
maternity leave, paternity leave, compassionate leave as well as
education subsidies.

Diversity in the workplace as well creates a powerful
competitive advantage for the Group. A workforce comprising
individuals from different backgrounds, experiences, cultures
and generations helps the Group better navigate the markets
and overcome challenges. For this reason, the Group is
dedicated to equal employment opportunities, recruiting
and retaining talented individuals regardless of differences in
gender, social background and ethnicity. The Group’s human
resources policy has been developed based on all applicable
legal legislation, including the Sex Discrimination Ordinance
(Cap. 480), Disability Discrimination Ordinance (Cap. 487),
and Race Discrimination Ordinance (Cap. 602). Furthermore,
the Group ensures protection to employees who have the
responsibility to care for an immediate family member so
that those persons may continue their employment without
being subject to discrimination, pursuant to the Family Status
Discrimination Ordinance (Cap. 527).
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EMPLOYMENT AND DEVELOPMENT (continued)
Employment (continued)

Gender 14 71

Male s

Female g

Age group Fi Bl
Below 30 30T
30 -50 30 - 50%%
50 or above 503Kk A E
Gender 14 71

Male s

Female kg
Development and Training

A central cornerstone of the Group involves providing
employees with an intellectually stimulating environment
where they can continually learn and grow in order to
contribute to the Group’s success and ensure their internal
promotion.

Employees often seek to advance their careers through
continuing education. To assist in this endeavour the Group
encourages employee ambitions by providing financial
assistance for life-long learning, either at the request of the
participating employee or by general encouragement of the
Group. For the sake of fairness, the education subsidy scheme
is explicitly based on a rating system that takes into account job
relevancy and length of service.

RERBE(E)
RER(E)

Number of
Hong Kong
Employees

HFEESHE

39
26

Number of
Hong Kong
Employees

HEESEHE

2
35
28

Turnover Rate

2.94%
0.64%
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EMPLOYMENT AND DEVELOPMENT (continued)

Development and Training (continued)

Gender

Male
Female

Employee Category

Senior Management
Middle Management
General Staff

MERBR(E)
BEREIE)

Total Number of
Training Hours

4 5l IE A B B
s 193
g 86

Total Number of
Training Hours

BIHA 32 I 48 B Y
SR EEE 104.5
RREIRE 117
—ETL 57.5

Labour Standards

The Group complies with requirements of all labour legislation
and monitors the evolving changes in this regard. As a result,
the Group’s Employment Policy strictly prohibits the hiring of
any minor under age 18 or child, meaning that child labour at
any stage of our business operations is forbidden.

ENVIRONMENTAL ISSUES

Climate change, with its mounting evidence of impact on the
world’s weather patterns, portends a host of gloomy prognoses
and challenges. Moreover, hazardous air pollutants are well
known to cause serious health problems. Environmental
degradation as well decreases the overall amount of the
world’s limited natural resources, resulting in scarcity.
These environmental issues may trigger even more stringent
regulations or add to the growing concerns over a variety of
aspects such as air emissions and energy efficiency. Today
the need for explicit consideration and incorporation of an
environmental strategy within the Group’s corporate strategy
has never been more critical.
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ENVIRONMENTAL ISSUES (continued)
Air Emissions

International transportation demand is driven by a rise in
the global population and economic growth. In 2015, the
International Transport Forum (ITF) anticipated that global
freight transport volumes will quadruple by 2050. Due to the
increase of globalised trade, shipping emissions are increasing
in tandem.

Air pollution emissions could bring about a cumulative effect
that contributes to overall air quality problems such as acid
rain that affects populations in many areas, and harms the
natural environment. Furthermore, emissions from ships
are transported in the atmosphere over several hundreds of
kilometres, and thus, can also significantly contribute to air
quality problems on land even if they are emitted at sea. In
recent years, public concerns regarding the environmental
impacts and air pollutant emissions (e.g. sulfur oxides (SOx),
nitrogen oxides (NOx)) of maritime transport vessels have
increased because of today’s massive petroleum-based, fuel
consumption society.

A majority of steel products is shipped by sea with the help of
external logistics service providers. The Group will explore how
to engage with these service providers and communicate with
them to minimise air emissions.

Carbon Emissions and Energy Consumption

The Group’s major businesses mostly operate in offices,
whose suppliers are not under the Group’s direct control.
This situation creates challenges in managing their emissions
and green initiatives. However, as a responsible member of
the business community, the Group is dedicated to reviewing
and evaluating the carbon emissions performance and energy
consumption aspects of our suppliers.

The Group reports on the GHG emissions of the head office
in Hong Kong as stipulated by the Greenhouse Gas Protocol,
including a corporate accounting and reporting standard
published by the World Resources Institute and World Business
Council for Sustainable Development.

Total Scope 1 Emissions:  12.56 tonnes of CO, equivalent

Total Scope 2 Emissions:  29.83 tonnes of CO, equivalent
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ENVIRONMENTAL ISSUES (continued)
Emissions Reduction Policy

In order to mitigate harmful pollution emissions, the Group
has implemented energy-saving initiatives for the head office.
Air-conditioners comprise the main, fundamental electrical
appliance used in offices. The air-conditioning units can
consume unnecessarily large amounts of energy. Excessive use
of air-conditioning can also exacerbate the Greenhouse effect.
To help inculcate the concept of sustainability and cut down on
energy consumption, the Group has established several rules:

. Switch off the air-conditioners when the office is not in
operation.

o Ensure that all air-conditioning systems are turned off
after work hours.

o Maintain the indoor air temperature at around 25°C.
Waste Management

Waste reduction is often associated with recycling, but there is
much more to the issue than that. Avoiding waste generation
in the first place and minimizing it are central to any waste
reduction strategy. Paper waste is a major issue for the Group.
For this reason, we use printers that enhance environmental
sustainability, for instance setting duplex printing as a default
option and promoting the use of e-leaflets.

Packaging Materials

Packaging materials are deployed for marine shipping.
Maritime cargo must be secured within a container against
all rolling, pitching and yawing of the vessel. The best way to
secure cargo is to distribute it evenly without any gaps over the
entire floor. If gaps cannot be avoided, the space between the
packaging and container walls must be filled using air bags,
dunnage or other stowage material.
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ENVIRONMENTAL ISSUES (continued)
The Environment and Natural Resources

Apart from measures concerning emissions and uses of
resources, the Group is aiming to embed environmental
protection into the overall procurement process while
integrating requirements, specifications and criteria that are
compatible with and promote environmental protection.
One of the aspects relates to steel recycling, incorporating
the circular economy into the Group's sustainability strategy.
Recycling is one of the most efficient ways to protect the
environment. Steel products naturally enable resource
conservation through their recyclability and durability. The
Group is devoted in sourcing recycled steels to save energy and
natural resources.

HEALTH AND SAFETY

A clean and safe environment is crucial to a productive
workplace. Most of our employees work in offices where
indoor air quality, including the physical and chemical nature of
the ambient air is @ major concern with respect to office health.
Hence, the Group regularly appoints third party experts to
conduct air duct cleaning and pest control in order to improve
the indoor work environment.

Despite these measures, some of the Group’s suppliers might
find it more challenging to implement policies concerning
employee health and safety at steel manufacturing sites. To
address this challenge, the Group will actively seek an array of
channels to help better engage these suppliers.
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ETHICS

Carrying out business practices ethically is the cornerstone of
the Group’s success. We are committed to complying with
all relevant regulatory requirements both in China and Hong
Kong.

Anti-Corruption

The Group is firmly opposed to corruption in all forms.
Corruption includes bribery and trading in influence. The
Group is committed to complying with all applicable anti-
corruption laws, including the Anti-Unfair Competition Law
of the PRC, the Criminal Law of the PRC and the Hong Kong
Prevention of Bribery Ordinance (Chapter 201). In accordance
with the Group’s policy, all employees shall ensure that
corruption does not occur.

With our thorough commitment to anti-corruption, no
concluded legal cases in this regard have been brought up
against us.

Intellectual Property Rights

Intellectual property refers to a group of separate, intangible
rights that include trademarks and patents. In this regard, the
Group follows all pertinent regulatory requirements, including
those stipulated in the Trademarks Ordinance (Cap. 559). The
Group itself has also registered its trademark for the sake of
property rights protection.

COMMUNITY INVESTMENT

The Group invests in communities by contributing time
and talent. This year, several employees joined Shanghai
Commercial’s Pok Oi Cycle for Millions to raise funds for Pok
Oi Hospital's development and to help promote green living.
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B e EH AR A
Hodgson Impey Cheng Limited

HL

TO THE SHAREHOLDERS OF
BURWILL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of
Burwill Holdings Limited (the “Company”) and its subsidiaries
(the "Group”) set out on pages 64 to 195, which comprise the
consolidated balance sheet as at 31 December 2016, and the
consolidated income statement, the consolidated statement
of other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our
report, the consolidated financial statements give a true
and fair view of the financial position of the Group as at 31
December 2016, and of its 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.
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BASIS FOR QUALIFIED OPINION

Accounting for investment in an associate, China Land
Assets Limited (“CLA")

As disclosed in note 10 to the consolidated financial
statements, on 23 March 2016, the Group completed the
disposal of its subsidiary, Burwill China Portfolio Limited
("BCPL"), to CLA, a 45% owned associate of the Group.
As a result, the Group’s consolidated income statement
for the year ended 31 December 2016 included a gain on
disposal of subsidiaries of approximately HK$10,699,000,
which was arrived at on the basis of, inter alia, the adjusted
net assets value of CLA as at 23 March 2016 (as enlarged
by the acquisition of BCPL). The Group’s investment in
CLA, accounted for by the equity method, was carried at
approximately HK$214,032,000 on the Group’s consolidated
balance sheet as at 31 December 2016, and the Group's share
of the results and other comprehensive expense of CLA of
approximately HK$11,568,000 and HK$216,000, respectively,
were included in the Group's consolidated income statement
and consolidated statement of comprehensive income for the
year then ended.
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BASIS FOR QUALIFIED OPINION (continued)

Accounting for investment in an associate, China Land
Assets Limited (“CLA") (continued)

Due to disputes between the shareholders of CLA, we were
unable to obtain sufficient appropriate audit evidence about
(i) the adjusted net assets value of CLA as at 23 March
2016 and (ii) the financial information of CLA as at and for
the year ended 31 December 2016. In view of the above
and in the absence of practicable alternative procedures
in respect of the financial information of CLA, we were
unable to satisfy ourselves as to whether (i) the carrying
amount of the Group’s investment in CLA of approximately
HK$214,032,000 as included in the Group’s consolidated
balance sheet as at 31 December 2016; (ii) the Group’s share
of the results and other comprehensive expense of CLA of
approximately HK$11,568,000 and HK$216,000, respectively,
as included in the Group’s consolidated income statement
and consolidated statement of comprehensive income for the
year ended 31 December 2016; and (iii) the gain on disposal
of subsidiaries of approximately HK$10,699,000 as included
in the Group’s consolidated income statement for the year
ended 31 December 2016, were fairly stated. Consequently,
we were unable to determine whether any adjustments to
these amounts were necessary. Any adjustments found to
be necessary in respect of the abovementioned financial
information could have a consequential effect on the financial
position of the Group as at 31 December 2016, its consolidated
financial performance for the year then ended and related
disclosures in these consolidated financial statements. In
addition, the required summarised financial information
about CLA has not been disclosed in accordance with HKFRS
12 "Disclosure of Interests in Other Entities” issued by the
HKICPA.

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 Auditors’ 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.

REZRE®(EZ)

H-EBEQNT -HBEERRQR (8
BEDNWRENEFRCIRGE)

HRTBEESHRRB 24 - BERE
WVEHE T ARNFZA-F+=ZHHEEEKL
FARFEEBE: RVMAEEHEZZT
—NE+-_A=+—HHBEHESESH
EMETEE - ERAM - WA BARIE
EEVEERBRZAITHABRAR &
EEEIATE ((VEBEE-_ZT— X F+_A
—t+t—RAGEEEBEBERPMTEEYMN
BEEREMNIKREEELNB214,032,000
T (NVEBEE-_ZT—AF+-A=+—H
FEGAEBDREGEEABaRTARE
EEEERTAEEEMEZASED R A
4775 % 11,568,000 7T & & # 216,000 : &
(INVEBEHE-_Z—X"F+-_A=+—HEK
EREXRPAREENB AR Z LB
10,699,000 2B AR - Fitt - HEHE
FRETEAEHZEHEMEEMAE - 5t
LA BEERERNERSENAESA
GtEHEBRHEE T F+_-_A=1+—H
RN EFEEGEVBEEUARZSE
BAEMBRRINEEAFEEEEHAELE -
o - WRIZRBEB SN ASMBMNE
B EHREEN N[ BB s EEEE] 2
TRIBEBENMBEEZMERBER -

BMERBEEGFIMASRHZBTEER
(T EEEREN ) ETEZ - RPANZ
HFERBE T 2 EERARE [ RBEI L EZAR
BMBHmRAAZZRE] R HL - RIE
BERRTE A EMOBE G ENEETR
(T=FRID) - RABYLRY EKE - LDERE
STRIBTTEMEREE - BAPIEE - BFIPT
EGNERZRERD REEMARFI2RE
BRIEHER -

Burwill Holdings Limited Annual Report 2016

57



58

Independent Auditors’ Report & 3/ # S Eh R &

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITORS’ REPORT
THEREON

The directors are responsible for the other information. The
other information comprises the information included in the
annual report other than the consolidated financial statements
and our auditors’ 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. As described in the Basis for
Qualified Opinion section above, we were unable to obtain
sufficient appropriate evidence about accounting for the
Group’s investment in an associate, CLA, and the gain on
disposal of subsidiaries for the year ended 31 December 2016.
Accordingly, we are unable to conclude whether or not the
other information is materially misstated with respect to these
matters.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matters described in the
Basis for Qualified Opinion section, we have determined the
matters described below to be the key audit matters to be
communicated in our report.
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KEY AUDIT MATTERS (continued)

Key audit matter

BEELER

Valuation of bills and accounts receivable

JENRIR K e R TR AT

We identified the valuation of bills and accounts
receivable as a key audit matter due to the use
of judgement and estimates in assessing the
recoverability of receivables as well as their materiality
in the context of the consolidated financial statements
as a whole.

At 31 December 2016, the carrying amount of
bills and accounts receivable is approximately
HK$730,978,000 (net of allowance for impairment of
accounts receivable of approximately HK$6,024,000).
Details of the bills and accounts receivable are set out
in note 16 to the consolidated financial statements.
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How our audit addressed the key audit matter
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Our audit procedures in relation to the valuation of
bills and accounts receivable included:

e Obtaining an understanding of how allowance for
impairment of accounts receivable is estimated
by the management and testing the preparation
of the ageing analysis of bills and accounts
receivable;

e Assessing the reasonableness of recoverability of
bills and accounts receivable with reference to the
credit history, subsequent settlements and ageing
analysis of customers.

e Obtaining independent confirmations from
financial institutions in respect of bills receivable.

IR R IR TR ST - RIBT 2 BRE R
B -

o WAREIERE MG RUIRIERBER RN T R A
SERRIHEREE N EUKIRIERE

o 2ERBHAMBTEREEERS  EREERER
D AR ER R ERRBER REREEZE
B o

s ESTRMEABUEBKRERNBILER -

Burwill Holdings Limited Annual Report 2016

59



60

Independent Auditors’ Report & 3/ # S Eh R &

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the
Group or to cease operations, or have no realistic alternative
but to do so.

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

AUDITORS’ 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 auditors’ report that includes our
opinion. This report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.
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AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

As part of an audit in accordance with HKSAs, we exercise
professional judgement 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.

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group's internal control.

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

o Conclude on the appropriateness of the directors’ use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue
as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention
in our auditors’ 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 auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.
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AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

o Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with 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 auditors’ 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.
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REPORT ON OTHER MATTERS UNDER SECTIONS 407(2)
AND 407(3) OF THE HONG KONG COMPANIES ORDINANCE

In respect alone of the inability to obtain sufficient appropriate
audit evidence regarding accounting for the Group's
investment in an associate, CLA, as described in the Basis for
Qualified Opinion section of our report above:

o we were unable to determine whether adequate
accounting records had been kept; and

o we have not obtained all the information or explanations
that, to the best of our knowledge and belief, are

necessary and material for the purpose of the audit.

The engagement partner on the audit resulting in this
independent auditors’ report is Hui Chun Keung, David.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hui Chun Keung, David
Practising Certificate Number: P05447

Hong Kong, 31 March 2017
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Consolidated Balance Sheet 5 EEEEE
At 31 December 2016 R-—Z— < E+-_A=+—H

ASSETS
Non-current assets

Leasehold land and land use rights

Property, plant and equipment
Intangible assets

Investments in associates
Investments in joint ventures
Club debentures

Deferred income tax assets

Total non-current assets

Current assets

Inventories

Financial assets at fair value
through profit or loss

Derivative financial instruments

Bills and accounts receivable

Deposits, prepayments and other
receivables

Due from associates

Due from joint ventures

Income tax refundable

Cash and bank balances

Assets of disposal group classified

as held for sale

Total current assets

Total assets

t‘//ﬁlqﬂ/{% f'\m\ H fﬁi& 2016
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Note
Kzt

G N O

—_ =
- O

23

13
14
15
16
16
10
11

17

18

2016 2015
HK$'000 HK$'000
BET T BT IT

7,906 8,486
171,906 190,951
353,241 231,297

5,901 -

1,473 1,473

42,631 47,914

583,058 480,121
81,570 58,051

711 954

3,632 -

730,978 781,836

131,509 138,650
98,135 38,359

35 =

87 87
84,299 347,982
1,130,956 1,365,919
— 1,082,251
1,130,956 2,448,170
1,714,014 2,928,291




Consolidated Balance Sheet 5 EEEEE
At 31 December 2016 R-—Z—E+-_A=+—H

2016 2015
Note HK$’000 HK$'000
HiaE BT T BT
EQUITY R
Equity attributable to owners AATEZEHEA
of the Company LR
Share capital R& 72X 19 501,656 506,436
Other reserves HAbEE 21 972,159 1,074,762
Accumulated losses ZEtEsE 21 (512,648) (326,212)
961,167 1,254,986
Non-controlling interests FEIE IR RS (27,827) 219,118
Total equity BT 933,340 1,474,104
LIABILITIES =R
Non-current liabilities 'a'F/mEﬁﬁF
Borrowings B 22 58,468 56,615
Deferred income tax liabilities EIEFTSF B E 23 1 5
Provision for land restoration and THERNEIRE
environmental costs [Nz 25 3,804 4,075
Total non-current liabilities BIEREAE 62,273 60,695
Current liabilities REBERE
Borrowings B 22 371,168 556,711
Derivative financial instruments TTEEmT A 15 1,103 -
Due to associates RSN B IE 10 476 -
Bills and accounts payable =8 K FE AT bR 1B 24 240,489 222,402
Other payables and accruals H{th fE R I8 K BT & A 104,316 233,984
Income tax payable JERT RIS HR 849 364
718,401 1,013,461
Liabilities of disposal group NEAGTESEAR
classified as held for sale 18 - 380,031
Total current liabilities FE TN =K 718,401 1,393,492
Total liabilities FEN=NE 780,674 1,454,187
Total equity and liabilities BREX T B S 1,714,014 2,928,291
Net current assets REEEFE 412,555 1,054,678
Total assets less current liabilities ®BEERABERS 995,613 1,534,799

The consolidated financial statements on pages 64 to 195 were ~ 5564% 1958 E’\]_%v?é,\ﬁ%ﬁﬁﬁa HEZFHNZ
approved by the Board of Directors on 31 March 2017 and Z—tF=A=+—B#t&x UKKEER

were signed on its behalf by: #=E:
CHAN SHING KWOK WAI LAM
SER
Chairman Director
FE EE
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Consolidated Income Statement 415 %

For the year ended 31 December 2016 #HZ=_—Z

Continuing operations

Revenue
Cost of sales

Gross profit
Other income and net gains/(losses)

Selling and distribution expenses

General and administrative expenses
Share option expenses

Operating loss

Finance costs

Impairment losses on property,
plant and equipment

Impairment loss on an associate

Share of losses of associates
Share of losses of joint ventures

Loss before income tax

Income tax expense

Loss for the year from continuing
operations

Discontinued operations

Profit for the year from discontinued
operations

Loss for the year

Loss attributable to:

Owners of the Company
Non-controlling interests

t‘//ﬁlqn/{zj R 7] EFAF& 2016

FHEEEXR

WA
HEMA

EH

HAb W AR (Wzs) B8

%4
HERHHEA
— R RATERH
AR <

REER

BMEMKA

Y5 - Has R ERE

P& N RIRE
PGB 2 A B 518
FriE& & A RE1a
BRETS TR AT E 18
FrE®isz
FERFEGEEBER
BRI ER
FEDRIEEEEBEER
FEEIE

EEEER

ARBIEEFAA
FRIERES

—RNETZA=1T—HILFE

Note
Kzt

27

26
27
27
28

29

10
10
11

30

18

2016 2015
HK$'000 HK$'000
BET T BETIT

2,685,142 4,618,664
(2,679,821) (4,547,637)
5,321 71,027
4,287 (41,419)
(28,271) (53,536)
(109,073) (98,395)
= (9,467)
(127,736) (131,790)
(13,269) (20,254)
(10,214) (13,729)
(55,876) =
(15,619) (947)
(52) -
(222,766) (166,720)
(6,728) (6,298)
(229,494) (173,018)
15,130 41,885
(214,364) (131,133)
(207,896) (123,453)
(6,468) (7,680)
(214,364) (131,133)




Consolidated Income Statement £ 41E3% %

For the year ended 31 December 2016 BZ=-F—RFET-_A=+T—HILFE

(Loss)/Profit attributable to owners
of the Company arises from:

Continuing operations
Discontinued operations

(Loss)/Earnings per share from
continuing and discontinued
operations attributable
to owners of the Company
for the year

Basic (loss)/earnings per share

From continuing operations
(HK cents)

From discontinued operations
(HK cents)

Diluted (loss)/earnings per share

From continuing operations
(HK cents)

From discontinued operations
(HK cents)

Note
Kzt

(BB BrEER
AARIESRAAKRE

FBREER
BERIEEERE

FEAQARBZHEA
BEREFESEEER
ERLEEEXBNER
(E1]),BA

31

FREXR(ER),BF

KREFEEEES
(&)

KEERIERERE
(&)

Zhi#g(ER) &7

KEFBEREEER
(B

KEERIERERT
(B

2016 2015
HK$'000 HK$'000
BT T BT
(209,464) (151,760)

1,568 28,307
(207,896) (123,453)

(4.15) (3.16)

0.03 0.59
(4.12) (2.57)
(4.15) (3.16)

0.03 0.59
(4.12) (2.57)
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Consolidated Statement of Comprehensive Income %:

For the year ended 31 December 2016 H#E T —A"F+-_A=+—HILFE

Loss for the year

Other comprehensive expense:

Items that may be reclassified
to profit or loss

Share of other comprehensive
income of associates

Release of revaluation reserve upon
disposal of subsidiaries

Release of translation adjustments
upon disposal of subsidiaries

Change in value of available-for-sale
financial assets

Fair value losses on reclassification
of available-for-sale financial assets
to an associate

Currency translation differences

Other comprehensive expense
for the year, net of tax

Total comprehensive expense
for the year

Attributable to:

Owners of the Company
Non-controlling interests

Total comprehensive expense
for the year

Total comprehensive (expense)/
income attributable to owners
of the Company arising from:

Continuing operations
Discontinued operations

BRZEIRBRAR F# 2016

Note
Kzt

FEBR

ﬁﬁéﬁi&'

A[REEH DT B

mﬁﬁ
FT il B A 7]

HibzmlA 21
HENBAREH
BhEHE 21
HENBAREH
BME R 21
AN ENEEER
BE) 21
AP ETHEERAES
&N R 2 AFEER
21

EWE R =5

FEAMEEXHE -
ERHHIA

FEE2EX HHARE

bt
=

N\,
\I

ARAERTAA
FEIEAR A R

-+
=

%

FEEEX AR

FE () MRARE
BERARAEDERA A
XA :

o1 LE Sy
BRIHEEET

SERHEBHER

2016 2015
HK$'000 HK$'000
BET T BETIT
(214,364) (131,133)

793 =
(11,213) =
(34,648) =

= (66,428)

= 66,428
(29,847) (46,698)
(74,915) (46,698)
(289,279) (177,831)
(282,558) (157,493)
(6,721) (20,338)
(289,279) (177,831)
(284,328) (159,348)

1,770 1,855
(282,558) (157,493)




Consolidated Statement of Changes in Equity RS EEHR
For the year ended 31 December 2016 BZ=-F—RFET-_A=+T—HILFE

Note
izt
Balance at 1 January 2015 “T-1F
—FB—B#%

Comprehensive income 2EHBA
Loss for the year FEBE
Other comprehensive expense  Efh 2 E X
Change in value of available- At HEB KA EE

for-sale financial assets 23 21
Fair value losses on A ENBEE

reclassification of available- ~ FEABMLAT 2

for-sale financial assets to NHEEBR

an associate 21
Currency translation BERERESR

differences

- Group -£E 21

- Associates =N 21
Total other comprehensive — Hitt 2 E % 1 &5

expense
Total comprehensive expense 2 E X H#E%E
Repurchase of shares Bk 19821
Issue of shares BRH 19821
Issue of consideration shares  Z{TRER {7 19821
Share issue expenses BIRMHTH 21

Employee share option scheme: (& B B st 2] -
- value of employee services —{EE REEE 21

- share options exercised — TRk 19821
Dividends L)
Total transactions with HiEGRFE AR

oWners RGHHEE

Balance at 31 December 2015 —ZE—H %
+=-A=+—H
3

Attributable to owners of the Company
RAAREGERBARE

Non-
Share Other Accumulated  controlling Total
capital reserves losses interests equity
e HtfEE ZitBR  FERER R
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BETT BETT
458,671 983,580 (202,759) 243,292 1,482,784
= = (123,453) (7,680) (131,133)
- (66,428) - - (66,428)
- 66,428 - - 66,428
- (30,829) - (12,658) (43,487)
- (3,211) - - (3,211)
- (34,040) - (12,658) (46,698)
- (34,040) (123,453) (20,338) (177,831)
(3,911) (6,768) - - (10,679)
23,800 53,550 - - 77,350
22,726 59,087 = = 81,813
- (414) - - (414)
- 9,467 - - 9,467
5,150 10,300 - - 15,450
- - - (3,836) (3,836)
47,765 125,222 - (3,836) 169,151
506,436 1,074,762 (326,212) 219,118 1,474,104
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Consolidated Statement of Changes in Equity S5 B EE X

For the year ended 31 December 2016 #Z T —RFET-_A=T—HILFE

Balance at 1 January 2016

Comprehensive income
Loss for the year

Other comprehensive expense
Share of other comprehensive

income of associates
Release upon disposal of
subsidiaries
Currency translation
differences
- Group
- Associates

Total other comprehensive

expense

Total comprehensive expense

Repurchase of shares
Transfer of share option

reserve upon the forfeiture
or expiry of share options

Dividends
Disposal of subsidiaries

Total transactions with
owners

Balance at 31 December 201

—EREF
—F—B#%

EJTON
FEER

Hfp2EXH
kL oyNT
2HPA
HERBARRES
BhEE
ERERER

-&H
NG

A 2EX AR

PEX AR

el
BEEPORRS RN
BIER 2
BIERA
¢}
HERBAR

BESRHAR
RHBE

KT
+=-A=t+—H
3

BEIEIAR AR iR 2016

Attributable to owners of the Company

ARREEEAE AEE
Non-
Share Other Accumulated controlling Total
capital reserves losses interests equity
e Hitf#E RiBR  FERES Y £
Note HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
izt BETT BETR BETT BETR BETT
506,436 1,074,762 (326,212) 219,118 1,474,104
- - (207,896) (6,468) (214,364)
21 - 793 - - 793
21837 - (45,861) - - (45,861)
21 - (10,365) - (253) (10,618)
21 - (19,229) - - (19,229)
- (74,662) - (253) (74,915)
- (74,662) (207,896) (6,721) (289,279)
19&21 (4,780) (6,481) - - (11,261)
21 - (21,460) 21,460 = =
- - - (6,217) (6,217)
- - - (234,007) (234,007)
(4,780) (27,941) 21,460 (240,224) (251,485)
501,656 972,159 (512,648) (27,827) 933,340




Consolidated Statement of Cash Flows ZR5HRERER
For the year ended 31 December 2016 BZ=-F—RFET-_A=+T—HILFE

Cash flows from operating
activities

Cash (used in)/generated
from operations

Interest paid

Overseas tax paid

Net cash (used in)/generated
from operating activities

Cash flows from investing
activities

Acquisition of property, plant
and equipment

Purchases of available-for-sale
financial assets

Acquisition of an associate

Proceeds from disposal of property,

plant and equipment
Disposal of subsidiaries
Funds applied to financial assets
at fair value through profit
or loss, net
Funds released from derivative
financial instrument, net
Interest received
Increase in due from associates
Loan to joint ventures

Dividends received from an associate

Dividends received from
financial assets at fair value
through profit or loss

Net cash used in investing activities

EEERHNRESRE

LE(FA)/EE
BWIRE

BERFE

BEREIMEIR

LEERB (A,
EEMNFRE

REZBNRERE

BADE  #EMk
R

BAR L ENT
BE

BARE QA

HEWE - KHR
REPTIFR

el NG

BETARRAHEESR

BRI EE -

FER

EeRETLEERMIA

#48
EUFIE

B A AR
BT ABAARK
B S A AR
BB A T EE B
iR 081 T A EE IR

REGBMANFRS

Note
Kzt

33(a)

2016 2015
HK$°000 HK$'000
BT T BT

(48,501) 376,565
(15,342) (28,962)
(3,899) (10,404)
(67,742) 337,199
(424) (188)

= (85,621)
(33,840) (36,201)
3,614 =
37,908 =
= 920

(606) =
1,096 969
(11,974) (11,661)
(5,953) =
= 1,312

12 18
(10,167) (130,452)
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Consolidated Statement of Cash Flows ZR5HREHRER
For the year ended 31 December 2016 #Z T —RFET-_A=T—HILFE

2016 2015
Note HK$’000 HK$'000
HtaE BET T BT IT
Cash flows from financing RETENRERE
activities
Share repurchase expenses 88 B i {0 2 (11,261) (10,679)
Issue of shares BT = 77,350
Share options exercised Rdi e = 15,450
Share issue expenses RH 3T - (414)
Decrease in trust receipts bank loans  {S:EiRERITE R (11,704) (66,307)
Additions of other bank loans FTILE M IRITE 4,816 217,496
Repayment of other bank loans EEEAMIRITER (163,669) (237,006)
(Repayment)/Additions of other loans  ({Bi&) /#i8 E i E (537) 537
Interest element of finance lease R EHEER S5 %
rental payments (118) (11)
Capital element of finance lease NREREBE RN
rental payments (815) (446)
(Increase)/Decrease in pledged bank BRI TSR
balances (1hn) R (12,485) 1,627
Dividends paid BERRE (6,217) (3,836)
Net cash used in financing activities MEEHTANFIRS (201,990) (6,239)
Net (decrease)/increase in cash BHe MRS EEY
and cash equivalents CRd),/ s EE (279,899) 200,508
Cash and cash equivalents R—A—RBZR&X
at 1 January REEEY 340,748 142,440
Effect of exchange rate changes ExGE 8 (283) (2,200)
Cash and cash equivalents R+—A=+—Hz~
at 31 December e NIESEEY 33(b) 60,566 340,748
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GENERAL INFORMATION

Burwill Holdings Limited (the “Company”) is an
investment holding company. Its subsidiaries are
principally engaged in steel trading, steel processing and
mineral resources.

The Company was incorporated in Bermuda as an
exempted company with limited liability. The Company’s
shares have been listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) since 1983.

These consolidated financial statements are presented
in thousands of units of Hong Kong dollars (HK$'000),
unless otherwise stated. These consolidated financial
statements have been approved for issue by the Board of
Directors on 31 March 2017.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise
stated.

2.1 Basis of preparation

The consolidated financial statements have been
prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRS")
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") except that the
Group is unable to fulfill the requirement of HKFRS
12 “Disclosure of Interests in Other Entities” for
its investment in an associate, China Land Assets
Limited. In addition, the consolidated financial
statements include applicable disclosures required
by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong
Companies Ordinance. The consolidated financial
statements have been prepared under the historical
cost convention, as modified by the revaluation of
financial assets and financial liabilities (including
derivative instruments) at fair value through profit
or loss.

The preparation of financial statements in
conformity with HKFRS requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the
process of applying the Group's accounting policies.
The areas involving a higher degree of judgement
or complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements are disclosed in Note 4.

Notes to the Consolidated Financial Statements %4 B i8R R Mz
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(a)

New and amended standards adopted by
the Group

The following amendments to standards
have been adopted by the Group for the
first time for the financial year beginning
on or after 1 January 2016:

HKFRS 14 “Regulatory Deferral
Accounts”

Amendment to HKFRS 11
“Accounting for Acquisitions of
Interests in Joint Operations”

Amendments to HKAS 16
and HKAS 38 “Clarification
of Acceptable Methods of
Depreciation and Amortisation”

Amendments to HKAS 16 and
HKAS 41 “Agriculture: Bearer
Plants”

Amendment to HKAS 27 "Equity
Method in Separate Financial
Statements”

Annual improvements to HKFRSs
2012-2014 cycle

BEIEIAR AR iR 2016
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(a) New and amended standards adopted by
the Group (continued)

o Amendments to HKFRS 10, HKFRS 12
and HKAS 28 “Investment Entities:
Applying the Consolidation Exception”

. Amendments to HKAS 1 “Disclosure
Initiative”

The adoption of these new standards and
amendments of these standards did not have
material impact on the current period or any
prior period and is not likely to affect future
periods.

(b) New standards and interpretations not
yet adopted

A number of new standards and
amendments to standards and
interpretations are effective for annual
periods beginning after 1 January 2016
and have not been applied in preparing
these consolidated financial statements.
None of these is expected to have a
significant effect on the consolidated
financial statements of the Group,
except the following set out below:

2
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 9, “Financial Instruments”

The new standard addresses the
classification, measurement and
derecognition of financial assets and
financial liabilities, introduces new
rules for hedge accounting and a new
impairment model for financial assets.

The Group does not expect the new
guidance to have a significant impact on
the classification and measurement of its
financial assets.

The derecognition rules have been
transferred from HKAS 39 “Financial
Instruments: Recognition and
Measurement” and have not been
changed.

BEIEIAR AR iR 2016
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 9, “Financial Instruments”
(continued)

The new impairment model requires the
recognition of impairment provisions
based on expected credit losses (ECL)
rather than only incurred credit losses as
is the case under HKAS 39. It applies to
financial assets classified at amortised
cost, debt instruments measured at
FVOCI, contract assets under HKFRS
15 “Revenue from Contracts with
Customers”, lease receivables, loan
commitments and certain financial
guarantee contracts. While the Group
has not yet undertaken a detailed
assessment of how its impairment
provisions would be affected by the
new model, it may result in an earlier
recognition of credit losses.

The new standard also introduces
expanded disclosure requirements and
changes in presentation. These are
expected to change the nature and
extent of the Group's disclosures about
its financial instruments particularly in
the year of the adoption of the new
standard.

HKFRS 9 must be applied for financial
years commencing on or after 1
January 2018. Based on the transitional
provisions in the completed HKFRS
9, early adoption in phases was only
permitted for annual reporting periods
beginning before 1 February 2015.
After that date, the new rules must be
adopted in their entirety. The Group
does not intend to adopt HKFRS 9 before
its mandatory date.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 15, “Revenue from Contracts
with Customers”

The HKICPA has issued a new standard
for the recognition of revenue. This will
replace HKAS 18 which covers contracts
for goods and services and HKAS 11
which covers construction contracts. The
new standard is based on the principle
that revenue is recognised when
control of a good or service transfers
to a customer. The standard permits
either a full retrospective or a modified
retrospective approach for the adoption.

Management is currently assessing the
effects of applying the new standard on
the Group’s financial statements and has
identified the following areas that are
likely to be affected:

o revenue from service - the
application of HKFRS 15 may result
in the identification of separate
performance obligations which
could affect the timing of the
recognition of revenue;

o accounting for certain costs
incurred in fulfilling a contract —
certain costs which are currently
expensed may need to be
recognised as an asset under
HKFRS 15; and
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 15, “Revenue from Contracts
with Customers” (continued)

o rights of return HKFRS 15
requires separate presentation
on the balance sheet of the
right to recover the goods from
the customer and the refund
obligation.

At this stage, the Group is not able to
estimate the impact of the new rules
on the Group’s financial statements.
The Group will make more detailed
assessments of the impact over the next
twelve months.

HKFRS 15 is mandatory for financial
years commencing on or after 1 January
2018. At this stage, the Group does not
intend to adopt the standard before its
effective date.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

‘?/\ *I JX E JL:(

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 16, “Leases”

HKFRS 16 will result in almost all leases
being recognised on the balance sheet,
as the distinction between operating
and finance leases is removed. Under the
new standard, an asset (the right to use
the leased item) and a financial liability
to pay rentals are recognised. The only
exceptions are short-term and low-value
leases.

The accounting for lessors will not
significantly change.

The standard will affect primarily the
accounting for the Group's operating
leases. As at the reporting date, the
Group has non-cancellable operating
lease commitments of approximately
HK$15,414,000. However, the Group
has not yet determined to what extent
these commitments will result in the
recognition of an asset and a liability for
future payments and how this will affect
the Group’s profit and classification of
cash flows.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not
yet adopted (continued)

HKFRS 16, “Leases” (continued)

Some of the commitments may be
covered by the exception for short-
term and low-value leases and
some commitments may relate to
arrangements that will not qualify as
leases under HKFRS 16.

The new standard is mandatory for
financial years commencing on after 1
January 2019. At this stage, the Group
does not intend to adopt the standard
before its effective date.

There are no other HKFRSs or HK(IFRIC)
interpretations that are not yet effective
that would be expected to have a
material impact on the Group.
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Notes to the Consolidated Financial Statements =& B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.2 Subsidiaries

2.2.1 Consolidation

A subsidiary is an entity (including a structured
entity) over which the Group has control. The
Group controls an entity when the Group
is exposed to, 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. Subsidiaries
are consolidated from the date on which
control is transferred to the Group. They are
deconsolidated from the date that control
ceases.

(a)

Business combinations

The Group applies the acquisition
method to account for business
combinations. The consideration
transferred for the acquisition of a
subsidiary is the fair values of the assets
transferred, the liabilities incurred to
the former owners of the acquiree
and the equity interests issued by the
Group. The consideration transferred
includes the fair value of any asset or
liability resulting from a contingent
consideration arrangement. Identifiable
assets acquired and liabilities and
contingent liabilities assumed in a
business combination are measured
initially at their fair values at the
acquisition date.

The Group recognises any non-
controlling interest in the acquiree on
an acquisition-by-acquisition basis. Non-
controlling interests in the acquiree that
are present ownership interests and
entitle their holders to a proportionate
share of the entity’s net assets in the
event of liquidation are measured
at either fair value or the present
ownership interest’s proportionate share
in the recognised amounts of acquiree’s
identifiable net assets. All other
components of non-controlling interests
are measured at their acquisition date
fair value, unless another measurement
basis is required by HKFRS.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

Business combinations (continued)

Acquisition-related costs are expensed
as incurred.

If the business combination is achieved
in stages, the acquisition date carrying
value of the acquirer’s previously held
equity interest in the acquiree is re-
measured to fair value at the acquisition
date; any gains or losses arising from
such re-measurement are recognised in
profit or loss.

Any contingent consideration to be
transferred by the Group is recognised
at fair value at the acquisition date.
Subsequent changes to the fair value
of the contingent consideration that
is deemed to be an asset or liability
is recognised in accordance with
HKAS 39 in profit or loss. Contingent
consideration that is classified as equity
is not remeasured, and its subsequent
settlement is accounted for within
equity.

The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree and
the acquisition-date fair value of any
previous equity interest in the acquiree
over the fair value of the identifiable net
assets acquired is recorded as goodwill.
If the total of consideration transferred,
non-controlling interest recognised and
previously held interest measured is less
than the fair value of the net assets of
the subsidiary acquired in the case of
a bargain purchase, the difference is
recognised directly in the consolidated
income statement.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

Business combinations (continued)

Intra-group transactions, balances
and unrealised gains on transactions
between group companies are
eliminated. Unrealised losses are also
eliminated unless the transaction
provides evidence of an impairment of
the transferred assets. When necessary,
amounts reported by subsidiaries have
been adjusted to conform with the
Group’s accounting policies.

Changes in ownership interests in
subsidiaries without change of control

Transactions with non-controlling
interests that do not result in a loss
of control are accounted for as equity
transactions (that is, as transactions
with the owners of the subsidiary in
their capacity as owners). The difference
between fair value of any consideration
paid and the relevant share acquired of
the carrying amount of net assets of the
subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling
interests are also recorded in equity.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)
2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(c) Disposal of subsidiaries

When the Group ceases to have control,
any retained interest in the entity is
re-measured to its fair value at the
date when control is lost, with the
change in carrying amount recognised
in profit or loss. The fair value is the
initial carrying amount for the purposes
of subsequently accounting for the
retained interest as an associate, joint
venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if
the Group had directly disposed of the
related assets or liabilities. It means that
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss or transferred to another
category of equity as specified/permitted
by applicable HKFRSs.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for
at cost less impairment. Cost includes direct
attributable costs of investment. The results
of subsidiaries are accounted for by the
Company on the basis of dividend received
and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving a
dividend from these investments if the
dividend exceeds the total comprehensive
income of the subsidiary in the period the
dividend is declared or if the carrying amount
of the investment in the separate financial
statements exceeds the carrying amount in
the consolidated financial statements of the
investee’s net assets including goodwill.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.3

Associates

An associate is an entity over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in
associates are accounted for using the equity
method of accounting. Under the equity method,
the investment is initially recognised at cost, and
the carrying amount is increased or decreased to
recognise the investor’s share of the profit or loss
of the investee after the date of acquisition. The
Group's investment in associates include goodwill
identified on acquisition. Upon the acquisition
of the ownership interest in an associate, any
difference between the cost of the associate and
the Group's share of the net fair value of the
associate’s identifiable assets and liabilities is
accounted for as goodwill.

If the ownership interest in an associate is
reduced but significant influence is retained, only
a proportionate share of the amounts previously
recognised in other comprehensive income is
reclassified to profit or loss where appropriate.

The Group’s share of post-acquisition profit or
loss is recognised in the consolidated income
statement, and its share of post-acquisition
movements in other comprehensive income is
recognised in other comprehensive income with a
corresponding adjustment to the carrying amount
of the investment. When the Group’s share of
losses in an associate equals or exceeds its interest
in the associate, including any other unsecured
receivables, the Group does not recognise further
losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the
associate.

The Group determines at each reporting date
whether there is any objective evidence that the
investment in the associate is impaired. If this
is the case, the Group calculates the amount
of impairment as the difference between the
recoverable amount of the associate and its carrying
value and recognises the amount adjacent to “share
of losses of associates” in the consolidated income
statement.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.3

24

Associates (continued)

Profits and losses resulting from upstream and
downstream transactions between the Group
and its associate are recognised in the Group's
consolidated financial statements only to the
extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless
the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary to
ensure consistency with the policies adopted by the
Group.

Gains or losses on dilution of equity interest in
associates are recognised in the consolidated
income statement.

Joint arrangements

The Group has applied HKFRS 11 to all joint
arrangements. Under HKFRS 11 investments in
joint arrangements are classified as either joint
operations or joint ventures depending on the
contractual rights and obligations of each investor.
The Group has assessed the nature of its joint
arrangements and determined them to be joint
ventures. Joint ventures are accounted for using the
equity method.

Under the equity method of accounting, interests
in joint ventures are initially recognised at cost
and adjusted thereafter to recognise the Group's
share of the post-acquisition profits or losses and
movements in other comprehensive income. The
Group’s investments in joint ventures include
goodwill identified on acquisition. Upon the
acquisition of the ownership interest in a joint
venture, any difference between the cost of the
joint venture and the Group’s share of the net fair
value of the joint venture’s identifiable assets and
liabilities is accounted for as goodwill. When the
Group’s share of losses in a joint venture equals or
exceeds its interests in the joint ventures, including
any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint
ventures.
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Notes to the Consolidated Financial Statements =& B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4

2.5

2.6

Joint arrangements (continued)

Unrealised gains on transactions between the
Group and its joint ventures are eliminated to the
extent of the Group’s interest in the joint ventures.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. Accounting policies of the
joint ventures have been changed where necessary
to ensure consistency with the policies adopted by
the Group.

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for
allocating resources and assessing performance of
the operating segments, has been identified as the
board of directors that makes strategic decisions.

Foreign currency translation
(@)  Functional and presentation currency

Items included in the financial statements of
each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Hong
Kong dollars (“HK$"), which is the Company’s
functional and the Group’'s presentation
currency.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.6 Foreign currency translation (continued)

(b)

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions or valuation where items are
re-measured. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies
are recognised in the consolidated income
statement, except when deferred in other
comprehensive income as qualifying cash flow
hedges and qualifying net investment hedges.

All foreign exchange gains or losses are
presented in the consolidated income
statement within “general and administrative
expenses”.

Changes in the fair value of debt securities
denominated in foreign currency classified
as available-for-sale are analysed between
translation differences resulting from changes
in the amortised cost of the security and
other changes in the carrying amount of the
security. Translation differences related to
changes in amortised cost are recognised
in profit or loss, and other changes in
carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary
financial assets and liabilities such as equities
held at fair value through profit or loss are
recognised in profit or loss as part of the fair
value gain or loss. Translation differences
on non-monetary financial assets, such as
equities classified as available-for-sale, are
included in other comprehensive income.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.6 Foreign currency translation (continued)

(c)

‘?/\ *I JX E JL:(

Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyper-inflationary economy) that
have a functional currency different from the
presentation currency are translated into the
presentation currency as follows:

(i)  assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average
is not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates, in
which case income and expenses are
translated at the rate on the dates of the
transactions); and

(i) all resulting currency translation
differences are recognised in other
comprehensive income.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate. Currency
translation differences arising are recognised
in other comprehensive income.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.6 Foreign currency translation (continued)

(d)

Disposal of foreign operation and partial
disposal

On the disposal of a foreign operation (that
is, a disposal of the Group’s entire interest in
a foreign operation, or a disposal involving
loss of control over a subsidiary that includes a
foreign operation, a disposal involving loss of
joint control over a joint venture that includes
a foreign operation, or a disposal involving
loss of significant influence over an associate
that includes a foreign operation), all of the
currency translation differences accumulated
in equity in respect of that operation
attributable to the owners of the Company are
reclassified to profit or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation,
the proportionate share of accumulated
currency translation differences are re-
attributed to non-controlling interests and are
not recognised in profit or loss. For all other
partial disposals (that is, reductions in the
Group’s ownership interest in associates or
joint ventures that do not result in the Group
losing significant influence or joint control),
the proportionate share of the accumulated
exchange difference is reclassified to profit or
loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.7 Property, plant and equipment

Land and buildings comprise offices. Leasehold land
classified as finance lease and all other property,
plant and equipment is stated at historical cost less
depreciation and impairment losses. Historical cost
includes expenditure that is directly attributable
to the acquisition of the items. Cost may also
include transfers from equity of any gains/losses
on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to the consolidated
income statement during the financial period in
which they are incurred.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2
(continued)

EZSTBERBEE)

2.7 Property, plant and equipment (continued) 2.7 Y¥E - MERREE)

Leasehold land classified as finance lease
commences amortisation from the time when the
land interest becomes available for its intended use.
Amortisation on leasehold land classified as finance
lease and depreciation on other assets is calculated
using the straight-line method to allocate their cost
to their residual values over their estimated useful
lives, as follows:

— Leasehold land
classified as finance

Shorter of remaining
lease term or

lease useful life

— Buildings 25 to 50 years

— Leasehold 4 to 5 years
improvements (over the period

of leases)

— Machinery 8 to 10 years

— Furniture and 4 to 10 years
equipment

— Motor vehicles 4 to 10 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount (Note 2.9).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within “other income and
net gains/(losses)” in the consolidated income
statement.
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Notes to the Consolidated Financial Statements =& B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)
2.8 Intangible assets

(@)  Mining right

Mining right acquired separately is measured
on initial recognition at cost. Mining
right acquired in a business combination
is recognised at fair value at the date of
acquisition. Mining right has a finite useful
life and is carried at cost less accumulated
amortisation and impairment losses.
Amortisation is calculated using the straight-
line method to allocate the cost of mining
right over its estimated useful life of 30 years.

(b) Exploration and evaluation assets

Exploration and evaluation assets are stated
at cost less impairment losses. Exploration
and evaluation assets include topographical
and geological surveys, exploratory drilling,
sampling and trenching and activities
in relation to commercial and technical
feasibility studies, and expenditure incurred
to secure further mineralisation in existing
ore bodies and to expand the capacity of a
mine. Expenditure incurred prior to acquiring
legal rights to explore an area is written
off as incurred. When it can be reasonably
ascertained that a mining property is capable
of commercial production, exploration and
evaluation costs are transferred to mining
right and are amortised based on the
accounting policy as stated in “Mining right”
above. If any project is abandoned during
the evaluation stage, the total expenditure

thereon will be written off.

(c) Domain names and trademarks

Acquisition costs of domain names and legal
costs related to the registration of trademarks
are capitalised and amortised on a straight-
line basis over their estimated useful lives of

ten years.
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Notes to the Consolidated Financial Statements 45 B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.8

2.9

2.10

Intangible assets (continued)
(d)  Computer software

Acquired computer software licences are
capitalised on the basis of the costs incurred
to acquire and bring to use the specific
software. These costs are amortised over their
estimated useful lives of ten years.

Impairment of non-financial assets

Intangible assets that have an indefinite useful
life or intangible assets not ready to use are not
subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation
are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs of disposal and value in use. For
the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

Non-current assets (or disposal groups) held-
for-sale and discontinued operations

Non-current assets (or disposal groups) are classified
as held for sale when their carrying amount is to
be recovered principally through a sale transaction
and a sale is considered highly probable. The
non-current assets (except for certain assets as
explained below), (or disposal group), are stated
at the lower of carrying amount and fair value less
costs of disposal. Deferred tax assets, assets arising
from employee benefits, financial assets (other
than investments in subsidiaries and associates)
and investment properties, which are classified as
held for sale, would continue to be measured in
accordance with the policies set out elsewhere in
Note 2.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.10 Non-current assets (or disposal groups) held-

for-sale and discontinued operations (continued)

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 geographic area of operations, or
is part of a single co-ordinated 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.

When an operation is classified as discontinued,
a single amount is presented in the consolidated
income statement, 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 of disposal,
or on the disposal, of the assets or disposal group
constituting the discontinued operation.

Financial assets
2.11.1Classification

The Group classifies its financial assets in the
following categories: at fair value through
profit or loss, loans and receivables, and
available-for-sale. The classification depends
on the purpose for which the financial assets
were acquired. Management determines the
classification of its financial assets at initial
recognition.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.11 Financial assets (continued)

2.11.1Classification (continued)

(a)

Financial assets at fair value through
profit or loss

Financial assets at fair value through
profit or loss are financial assets held for
trading. A financial asset is classified in
this category if acquired principally for
the purpose of selling in the short term.
Derivatives are also categorised as held
for trading unless they are designated
as hedges. Assets in this category are
classified as current assets if expected to
be settled within 12 months; otherwise,
they are classified as non-current.

Loans and receivables

Loans and receivables are non-
derivative financial assets with fixed or
determinable payments that are not
quoted in an active market. They are
included in current assets, except for the
amounts that are settled or expected to
be settled more than 12 months after
the end of the reporting period. These
are classified as non-current assets. The
Group’s loans and receivables comprise
“bills and accounts receivable”,
“deposits and other receivables”, “due
from associates”, “due from joint
ventures” and “cash and bank balances”
in the consolidated balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets
are non-derivatives that are either
designated in this category or not
classified in any of the other categories.
They are included in non-current
assets unless the investment matures
or management intends to dispose of
it within 12 months of the end of the
reporting period.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.11 Financial assets (continued)

2.11.2 Recognition and measurement

Regular way purchases and sales of financial
assets are recognised on the trade-date (the
date on which the Group commits to purchase
or sell the asset). Investments are initially
recognised at fair value plus transaction costs
for all financial assets not carried at fair value
through profit or loss. Financial assets carried
at fair value through profit or loss are initially
recognised at fair value, and transaction costs
are expensed in the consolidated income
statement. Financial assets are derecognised
when the rights to receive cash flows from
the investments have expired or have been
transferred and the Group has transferred
substantially all risks and rewards of
ownership. Available-for-sale financial assets
and financial assets at fair value through profit
or loss are subsequently carried at fair value.
Loans and receivables are subsequently carried
at amortised cost using the effective interest
method.

Gains or losses arising from changes in the
fair value of the “financial assets at fair value
through profit or loss” category are presented
in the consolidated income statement within
“other income and net gains/(losses)” in the
period in which they arise. Dividend income
from financial assets at fair value through
profit or loss is recognised in the consolidated
income statement as part of “other income
and net gains/(losses)” when the Group’s right
to receive payments is established.

Changes in the fair value of monetary
and non-monetary securities classified as
available-for-sale are recognised in other
comprehensive income.

When securities classified as available-for-
sale are sold or impaired, the accumulated
fair value adjustments recognised in equity
are included in the consolidated income
statement.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.11 Financial assets (continued)

2.11.2 Recognition and measurement (continued)

Interest on available-for-sale securities
calculated using the effective interest method
is recognised in the consolidated income
statement as part of “other income and net
gains/(losses)”. Dividends on available-for-
sale equity instruments are recognised in the
consolidated income statement as part of
“other income and net gains/(losses)” when
the Group’s right to receive payments is
established.

2.12 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the consolidated balance sheet
when there is a legally enforceable right to offset
the recognised amounts and there is an intention to
settle on a net basis or realise the asset and settle
the liability simultaneously. The legally enforceable
right must not be contingent on future events
and must be enforceable in the normal course of
business and in the event of default, insolvency or
bankruptcy of the Company or the counterparty.

2.13 Impairment of financial assets

(a)

Assets carried at amortised cost

The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or group of
financial assets is impaired. A financial asset
or a group of financial assets is impaired and
impairment losses are incurred 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 (a “loss event”)
and that loss event (or events) has an impact
on the estimated future cash flows of the
financial asset or group of financial assets that
can be reliably estimated.
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Notes to the Consolidated Financial Statements =& B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.13 Impairment of financial assets (continued)

(a)

Assets carried at amortised cost (continued)

Evidence of impairment may include
indications that the debtors 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 where observable data
indicate that there is a measurable decrease
in the estimated future cash flows, such as
changes in arrears or economic conditions
that correlate with defaults.

For loans and receivables category, 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 been incurred) discounted
at the financial asset’s original effective
interest rate. The carrying amount of the
asset is reduced and the amount of the loss
is recognised in the consolidated income
statement. If a loan or held-to-maturity
investment has a variable interest rate, the
discount rate for measuring any impairment
loss is the current effective interest rate
determined under the contract. As a
practical expedient, the Group may measure
impairment on the basis of an instrument’s
fair value using an observable market price.

If, in a subsequent period, the amount
of the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in
the debtor’s credit rating), the reversal of
the previously recognised impairment loss
is recognised in the consolidated income
statement.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.13 Impairment of financial assets (continued)

(b)

Assets classified as available-for-sale

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.

For debt securities, if any such evidence
exists, the cumulative loss (measured as the
difference between the acquisition cost and
the current fair value, less any impairment loss
on that financial asset previously recognised
in profit or loss) is reclassified from equity and
recognised in profit or loss. If, in a subsequent
period, the fair value of a debt instrument
classified as available-for-sale increases and
the increase can be objectively related to an
event occurring after the impairment loss was
recognised in profit or loss, the impairment
loss is reversed through the consolidated
income statement.

For equity investments, a significant or
prolonged declined in the fair value of the
security below its cost is also evidence that
the assets are impaired. If any such evidence
exists the cumulative loss (measured as the
difference between the acquisition cost and
the current fair value, less any impairment loss
on that financial asset previously recognised
in profit or loss) is reclassified from equity
and recognised in profit or loss. Impairment
losses recognised in the consolidated income
statement on equity instruments are not
reversed through the consolidated income
statement.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.14

2.15

2.16

BRERARA

Derivative financial instruments

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and are
subsequently re-measured at their fair value.

Derivatives that do not qualify for hedge accounting
are accounted for at fair value through profit or
loss. Changes in the fair value of these derivatives
instruments that do not qualify for hedge
accounting are recognised immediately in the profit
or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-
in, first-out method. The cost of finished goods and
work in progress comprises raw materials, direct
labour, other direct costs and related production
overheads (based on normal operating capacity).
It excludes borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of
business, less applicable variable selling expenses.

Accounts and other receivables

Accounts receivable are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of accounts and other receivables
is expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

Accounts and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method,
less allowance for impairment.
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.17

2.18

2.19

Cash and cash equivalents

In the consolidated statement of cash flows,
cash and cash equivalents include cash on hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities of
three months or less, and bank overdrafts. In the
consolidated balance sheet, bank overdrafts are
shown within borrowings in current liabilities.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Accounts payable

Accounts payable are obligations to pay for goods
or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable
are classified as current liabilities if payment is due
within one year or less (or in the normal operating
cycle of the business if longer). If not, they are
presented as non-current liabilities.

Accounts payable are recognised initially at fair
value and subsequently measured at amortised cost
using the effective interest method.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.20 Borrowings

2.21

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently carried at amortised cost; any
difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the
consolidated income statement over the period of
the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the
extent that it is probable that some or all of the
facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some
or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services
and amortised over the period of the facility to
which it relates.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months
after the end of the reporting period.

Borrowing costs

General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are assets
that necessarily take a substantial period of time to
get ready for their intended use or sale, are added
to the cost of those assets, until such time as 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 eligible for capitalisation.

All other borrowing costs are recognised in profit or
loss in the period in which they are incurred.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.22 Current and deferred income tax

The tax expense for the period comprises
current and deferred tax. Tax is recognised in
the consolidated income statement, except to
the extent that it relates to items recognised
in other comprehensive income or directly in
equity. In this case the tax is also recognised in
other comprehensive income or directly in equity,
respectively.

(a) Current income tax

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet
date in the countries where the Company’s
subsidiaries and associates operate and
generate taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.

(b) Deferred income tax
Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
deferred tax liabilities are not recognised
if they arise from the initial recognition
of goodwill, the deferred income tax is
not accounted for if it arises from initial
recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects
neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax
rates (and laws) that have been enacted or
substantively enacted by the balance sheet
date and are expected to apply when the
related deferred income tax asset is realised or
the deferred income tax liability is settled.

Deferred income tax assets are recognised
only to the extent that it is probable that
future taxable profit will be available against
which the temporary differences can be
utilised.
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Notes to the Consolidated Financial Statements =& B & B R M=

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.22 Current and deferred income tax (continued)

(b)

Deferred income tax (continued)
Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising
from investments in subsidiaries, associates
and joint arrangement except for deferred
income tax liability where the timing of
the reversal of the temporary difference is
controlled by the Group and it is probable
that the temporary difference will not reverse
in the foreseeable future. Generally the
Group is unable to control the reversal of
the temporary difference for associates. Only
when there is an agreement in place that gives
the Group the ability to control the reversal
of the temporary difference in the foreseeable
future, deferred tax liability in relation to
taxable temporary differences arising from
the associate’s undistributed profits is not
recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and
joint arrangement only to the extent that it is
probable the temporary difference will reverse
in the future and there is sufficient taxable
profit available against which the temporary
difference can be utilised.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.22 Current and deferred income tax (continued)

(©)

Offsetting

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current
tax liabilities and when the deferred income
taxes assets and liabilities relate to income
taxes levied by the same taxation authority on
either the taxable entity or different taxable
entities where there is an intention to settle
the balances on a net basis.

2.23 Employee benefits

The Group operates a number of defined
contribution plans, the assets of which are generally
held in separate trustee — administered funds.

(a)

Pension obligations

A defined contribution plan is a pension
plan under which the Group pays fixed
contributions into a separate entity. The
Group has no legal or constructive obligations
to pay further contributions if the fund does
not hold sufficient assets to pay all employees
the benefits relating to employee service in
the current and prior periods.

The Group pays contributions to publicly or
privately administered pension insurance plans
on a mandatory, contractual or voluntary
basis. The Group has no further payment
obligations once the contributions have been
paid. The contributions are recognised as
employee benefit expense when they are due.
Prepaid contributions are recognised as an
asset to the extent that a cash refund or a
reduction in the future payments is available.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.23 Employee benefits (continued)

(b)

(©)

Bonus plans

Provisions for bonus plans due wholly within
12 months after the end of each reporting
period are recognised when the Group has a
present legal or constructive obligation as a
result of services rendered by employees and
a reliable estimate of the obligation can be
made.

Employee leave entitlements

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long service leave as a result of services
rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave
and maternity or paternity leave are not
recognised until the time of leave.

BEIEIAR AR iR 2016

2

EZEHBERBEE)

2.23 EERF(Z)

(b)

(c)

#xitdl

EASEAREECRHEZR
BmELRB ARIEEN
B METSBEEASEG
B A ESEHRT =
& A N 2 825 58I /E &
AR -

ESEZ A

1’ B & & A& B R KR
ZENEREREZBEE
R AEEREBEHEEAL
BRECRHBEZRBMEL L
FREEHRBRBR GG
BREHEE -

BEZHRBRERKEESD
BmBRIEER  EERELL
AR -



Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.24 Share-based payments

(a)

Equity-settled share-based payment
transactions

The Group operates an equity-settled, share-
based compensation plan, under which the
entity receives services from employees as
consideration for equity instruments (options)
of the Group. The fair value of the employee
services received in exchange for the grant of
the options is recognised as an expense. The
total amount to be expensed is determined
by reference to the fair value of the options
granted:

o including any market performance
conditions (for example, an entity’s
share price);

o excluding the impact of any service
and non-market performance vesting
conditions (for example, profitability,
sales growth targets and remaining an
employee of the entity over a specified
time period); and

o including the impact of any non-vesting
conditions (for example, the requirement
for employees to save or holding shares
for a specific period of time).
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Notes to the Consolidated Financial Statements =& B & B R M=

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.24 Share-based payments (continued)

(a)

(b)

Equity-settled share-based payment
transactions (continued)

At the end of each reporting period, the
Group revises its estimates of the number
of options that are expected to vest based
on the non-marketing performance and
service conditions. It recognises the impact
of the revision to original estimates, if any,
in the consolidated income statement, with a
corresponding adjustment to equity.

In addition, in some circumstances employees
may provide services in advance of the grant
date and therefore the grant date fair value is
estimated for the purposes of recognising the
expense during the period between service
commencement period and grant date.

When the options are exercised, the Company
issues new shares. The proceeds received
net of any directly attributable transaction
costs are credited to share capital (and share
premium).

Share-based payment transactions among
group entities

The grant by the Company of options over
its equity instruments to the employees
of subsidiary undertakings in the Group
is treated as a capital contribution. The
fair value of employee services received,
measured by reference to the grant date fair
value, is recognised over the vesting period
as an increase to investment in subsidiary
undertakings, with a corresponding credit to
equity in the parent entity accounts.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.25

2.26

Provisions

Provisions are recognised when: the Group has a
present legal or constructive obligation as a result
of past events; it is probable that an outflow of
resources will be required to settle the obligation;
and the amount has been reliably estimated.
Provisions are not recognised for future operating
losses.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class
of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect
to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised
as interest expense.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable, and represents
amounts receivable for goods supplied, stated
net of discounts, returns and value added taxes.
The Group recognises revenue when the amount
of revenue can be reliably measured; when it is
probable that future economic benefits will flow
to the entity; and when specific criteria have been
met for each of the Group’s activities, as described
below. The Group bases its estimates of return
on historical results, taking into consideration the
type of customer, the type of transaction and the
specifics of each arrangement.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.26

2.27

2.28

Revenue recognition (continued)

(@) Sale of goods — income from sale of goods
is recognised when the significant risks and
rewards of ownership of the goods have been
transferred to customers.

(b) Rental income — rental income is recognised
on a straight-line basis over the term of the
lease.

(c)  Service income — service income is recognised
in the accounting periods in which the services
are rendered.

Interest income

Interest income is recognised using the effective
interest method. When a loan and receivable is
impaired, the Group reduces the carrying amount
to its recoverable amount, being the estimated
future cash flow discounted at the original effective
interest rate of the instrument, and continues
unwinding the discount as interest income. Interest
income on impaired loans and receivables is
recognised using the original effective interest rate.

Dividend income

Dividend income is recognised when the right to
receive payment is established.

BEIEIAR AR iR 2016

2

EZSTBRBEE)

2.26

2.27

2.28

W FEER (45)

(a) HE-HEWZEEAEZ
BEREREEDREREES
FFIERR ©

by HERA-E2EARELD
FRAB SRR ©

(© MRBEKA—REKAERD
REHSETHRER

REBA

MEWAKRERFBIARER -
ERRERFEBRRE  A&E
S 5 0R T DR E T R B SREE - B
ARERERERZTAZRA
M EBERE - WHRBRKRERTE
WHERBMEBWA - EREER R
MR 2 T S AIZ SR B R 2R Fe

=7
7 e

=Nl N

%2 A AR ER FR0B & 7 R R ST B
TR ©



Notes to the Consolidated Financial Statements %4 B i8R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.29

2.30

Leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received
from the lessor) are charged to the consolidated
income statement on a straight-line basis over the
period of the lease.

The Group leases certain property, plant and
equipment. Leases of property, plant and
equipment where the Group has substantially all
the risks and rewards of ownership are classified as
finance leases. Finance leases are capitalised at the
lease’s commencement at the lower of the fair value
of the leased property and the present value of the
minimum lease payments.

Each lease payment is allocated between the liability
and finance charges. The corresponding rental
obligations, net of finance charges, are included
in other long-term payables. The interest element
of the finance cost is charged to the consolidated
income statement over the lease period so as to
produce a constant periodic rate of interest on the
remaining balance of the liability for each period.
The property, plant and equipment acquired under
finance leases is depreciated over the shorter of the
useful life of the asset and the lease term.

Dividend distribution

Dividend distribution to the Company’s
shareholders is recognised as a liability in the
Group's financial statements in the period in which
the dividends are approved by the Company’s
shareholders or directors, where appropriate.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.31 Related parties

A party is considered to be related to the Group if:

(a)

or

‘FA*IHXEH:——(

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

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

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;
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Notes to the Consolidated Financial Statements %7

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.31 Related parties (continued)

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

(iv)

(vi)

(vii)

(viii)

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

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

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

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

the entity, or any number of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Group.
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Notes to the Consolidated Financial Statements 44 B i R R Mz

3

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including currency risk,
fair value interest rate risk, cash flow interest rate
risk and price risk), credit risk and liquidity risk.
The Group’s overall risk management programme
focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on
the Group’s financial performance.

Risk management is carried out by board
committee(s) under policies approved by the board
of directors. The committee identifies, evaluates
and hedges financial risks in close co-operation with
the Group's operating units. The board lays down
principles for overall risk management, as well as
policies covering specific areas, such as foreign
exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative
financial instruments, and treasury investment.

(a) Market risk
(i)  Foreign exchange risk

The Group has transactional currency
exposures. Such exposures arise from
sales or purchases by operating units
in currencies other than the units’
functional currency. Approximately
84% (2015: 85%) of the Group's
turnover are denominated in currencies
other than the functional currency of
the operating units making the sale,
whilst approximately 16% (2015:
12%) of costs are denominated in
the units’ functional currency. The
Group manages the foreign exchange
exposure arising from its normal course
of business activities and investments in
foreign operations by funding its local
operations and investments through
cash flow generated from business
transactions locally. The management
monitors foreign exchange exposure
closely and forward exchange contracts
are used for hedging purposes when
required.

BRERERAR F2016
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(i)

Foreign exchange risk (continued)

In view of the fact that Hong Kong dollar
("HK$") is pegged to United States
dollar (“US$"), the Group's exposure to
change in US$ exchange rate is minimal.

The following table demonstrates the
sensitivity at the end of the reporting
period to a reasonably possible
change in Chinese Renminbi (“RMB")
exchange rate, with all other variables
held constant, of the Group's loss
after income tax (due to changes in
the fair value of monetary assets and
liabilities) and the Group's equity.
2% (2015: 2%) increase/decrease
represents management’s assessment
of a reasonably possible change in RMB
exchange rate which have the most
impact on the Group over the period
until the end of the next reporting
period.

3
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Notes to the Consolidated Financial Statements 44 B i R R Mz

3 FINANCIAL RISK MANAGEMENT (continued) 3 MEERER(E)
3.1 Financial risk factors (continued) 3.1 BEBREEE)
(a) Market risk (continued) (a) MHERE)
(i)  Foreign exchange risk (continued) (i) SMNERPR(E)
Increase/
Increase/ (Decrease) Increase/
(Decrease) in loss after (Decrease)
in RMB  income tax in equity
BRFTERIE
ARELA/ BEEM/  EmEmS
(TB) (R4) (R2)
% HK$'000 HK$’'000
BET T BET T
2016
If HK$ weakens against RMB i3 7T 5 A RU 55 2 (601) 601
If HKS strengthens against RMB 8 7t X A R &R (2) 601 (601)
Increase/
Increase/ (Decrease) Increase/
(Decrease) in loss after (Decrease)
in RMB income tax in equity
BrETEHZ
ARELR,/  BiEdn/  ExEnS
(FB&) (R2) CRD)
% HK$'000 HK$'000
BET T BT T
2015
If HK$ weakens against RMB BT AR 55 2 1,469 (1,469)
If HK$ strengthens against RMB 87T 5 A R EE% (2) (1,469) 1,469

BEIEIAR AR iR 2016



Notes to the Consolidated Financial Statements %4 B i8R R Mz

3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(i)

Price risk

Equity price risk is the risk that the fair
values of equity securities decrease
as a result of changes in the levels of
equity indices and the value of individual
securities. The Group is exposed to
equity price risk arising from individual
equity investments classified as trading
equity investments (Note 14) as at 31
December 2015 and 2016. To manage
its price risk arising from investments in
equity securities, the Group control its
portfolio size. The Group’s investments
listed in Hong Kong and overseas are
valued at quoted market prices at the
end of the reporting period.

The following table demonstrates the
sensitivity to 5% increase/decrease in
the fair values of the equity investments
and derivative financial instruments with
all other variables held constant and
after any impact on income tax, based
on their carrying amounts at the end of
the reporting period.

3
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Notes to the Consolidated Financial Statements =& B & B R M=

3 FINANCIAL RISK MANAGEMENT (continued) 3
3.1 Financial risk factors (continued)
(@) Market risk (continued)

(i) Price risk (continued)

2016

5% increase in equity price  RAEHRLA5%

5% decrease in equity price  BRABK TH5%

5% increase in EmERLA5%
commodity price

5% decrease in ERER 5%

commodity price

5% increase in forward foreign ZHINE S HER
currency exchange contract  EF#5%
5% decrease in forward foreign EHIME S N B

currency exchange contract T H5%
2015
5% increase in equity price XA B EF5%
5% decrease in equity price BRABE TFE5%

BEIEIAR AR iR 2016

B EREE(

IUH
N

3.1 HERBEZE(E)

@ miEmEE(E)

(i) ERRRGE)
Increase/
(Decrease)
in carrying
amount
of equity
investment/ Increase/
derivative (Decrease) Increase/
financial in loss after (Decrease)
instrument  income tax in equity
BAREE,/
fTEEMIAE  BRABHE
IREEEN  EEENS RN
(H2) (E2) (B2)
HK$'000 HK$'000 HK$'000
BT T BETR BETR
36 (32) 32
(36) 32 (32)
21 (17) 17
(21) 17 (17)
147 (112) 112
(147) 112 (112)
Increase/
(Decrease)
in carrying Increase/
amount (Decrease) Increase/
of equity in loss after (Decrease)
investment income tax in equity
BAKRE  BRAGEI%
IREEEN  BEEnS  EsEnS
CRD) CRA) (R2)
HK$'000 HK$'000 HK$'000
BET T BET T BET T
48 (42) 42
(48) 42 (42)




Notes to the Consolidated Financial Statements %4 B i8R R Mz

3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(iii)

Cash flow and fair value interest rate risk

As the Group has no significant interest-
bearing assets, the Group’s income and
operating cash flows are substantially
independent of changes in market
interest rates.

The Group’s interest rate risk arises
from borrowings. Borrowings issued at
variable rates expose the Group to cash
flow interest rate risk. Borrowings issued
at fixed rates expose the Group to fair
value interest rate risk. During 2015
and 2016, the Group’s borrowings at
variable rate were denominated in US$,
RMB and HKS$.

The Group has not hedged its exposure
to cash flow and fair value interest rate
risk, as the management considers the
risk is insignificant to the Group.

The following table demonstrates the
sensitivity to a reasonably possible
change in interest rates, with all other
variables held constant, of the Group's
loss after income tax (through the
impact on floating rate borrowings) and
the Group’s equity.

3
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Notes to the Consolidated Financial Statements 44 B i R R Mz

3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(iii)

Cash flow and fair value interest rate risk

(continued)

2016

uss
RMB
HK$

uss
RMB
HK$

2015

us$
RMB
HK$

us$
RMB
HK$

BRERERAR F2016

e
ARY
BT

EY
AR®
BT

AR
BT

AR
BT

Al

B EREER(E)

3.1 MBEBEEGE)

@) mEER(E)

(iii)

Ben e RATEHE

[2\B (4&)
Increase/
Increase/ (Decrease)
(Decrease) in loss Increase/
in basis after (Decrease)
points income tax in equity
FRED RAEHZ
i EEEH XM
(R2) (R2) (R2)
HK$'000 HK$’000
BET T BET T
100 158 (158)
100 37 (37)
100 1,149 (1,149)
(100) (158) 158
(100) (37) 37
(100) (1,149) 1,149
Increase/
Increase/  (Decrease)
(Decrease) in loss Increase/
in basis after  (Decrease)
points income tax in equity
MEEE BRETERIE
#hn,  EEiEGIn MRS
CR) CR) CR)
HK$'000 HK$'000
BT BT
100 - -
100 40 (40)
100 922 (922)
(100) - -
(100) (40) 40
(100) (922) 922




Notes to the Consolidated Financial Statements %4 B i8R R Mz

3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(b)

(©

Credit risk

The Group reviews the recoverability of its
financial assets periodically to ensure that
potential credit risk of the counterparty is
managed at an early stage and sufficient
provision is made for possible defaults. 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, due from associates, due from
joint ventures and other receivables, arises
from default of the counterparty, with a
maximum exposure equal to the carrying
amounts of these instruments.

The Group is also exposed to credit risk
through the granting of guarantees, further
details of which are disclosed in Note 35(c)
and Note 38(c) to the consolidated financial
statements.

Further quantitative data in respect of the
Group’s exposure to credit risk arising from
accounts receivable are disclosed in Note 16 to
the consolidated financial statements.

Liquidity risk

Ultimate responsibility for liquidity risk
management rests with the board of directors,
which has built an appropriate liquidity risk
management framework for the management
of the Group’s short, medium and long-
term funding and liquidity management
requirements. The Group manages liquidity
risk by maintaining adequate reserves and
reserve borrowing facilities, by continuously
monitoring forecast and actual cash flows and
matching the maturity profiles of financial
assets and liabilities.

3
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3 FINANCIAL RISK MANAGEMENT (continued) 3 B EpRE R (E)
3.1 Financial risk factors (continued) 3.1 BBEREBREEE)

(c)  Liquidity risk (continued)

The maturity profile of the Group’s financial

) mBHEEE(E)

RIBE LM ARBRR 23K

liabilities as at the end of the reporting period, HE o REBRIHEHEAKR
based on the contractual undiscounted MBEaBE2FHET
payments, was as follows:
Carrying
amount
as per Total On  More than
consolidated  contractual demand 1 year but
balance undiscounted or within less than
sheet  cash flows 1 year 5 years
RizeEE CUNMK
B8Rz WEZRS EZXS —FH0E
REE REEE -FREE ERIER
HK$'000 HK$'000 HK$'000 HK$'000
BT BRI BETR BRI
2016
Borrowings EX 429,636 431,080 372,487 58,593
Derivative financial instruments T4 4@ IE 1,103 1,103 1,103 -
Due to associates REEDNTFE 476 476 476 -
Bills and accounts payable ENEEREMIRE 240,489 240,489 240,489 -
Other payables and accruals it EAIRER
et &R 71,448 71,448 71,448 -
743,152 744,596 686,003 58,593

BEIEIAR AR iR 2016
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3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(c)

Liquidity risk (continued)

2015

Borrowings
Bills and accounts payable
Other payables and accruals

Guarantee for general banking
facilities granted to an associate

Guarantee for loan facilities
granted to an associate

Guarantee given to banks for

mortgage facilities granted to the
buyers of the Group's properties

e
B

ENERREMNRE
Hft B A 0R IR R JE AT
ZA
RBERRRTRE
{2 ik
RYEARERRE
fEhZ R
REBNZERE
RIBERM AR
feih 2 R

3 MBEREERGE)
3.1 MBEBEEGE)

) mBHEEE(E)

Carrying
amount
as per Total On More than
consolidated  contractual demand 1 year but
balance undiscounted or within less than
sheet  cash flows 1 year 5 years
RiZAEE CDUNMA
BfERke BHZAT JEE KK —FNUE
IREE nELE —SNEE ERIFA
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
613,326 613,606 556,991 56,615
222,402 222,402 222,402 -
201,984 201,984 201,984 -
- 455,357 455,357 -
- 11,160 11,160 -
- 90 90 -
1,037,712 1,504,599 1,447,984 56,615

Burwill Holdings Limited Annual Report 2016

125



126

Notes to the Consolidated Financial Statements =& B & B R M=

3

FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital management

The Group's objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders or
issue new shares.

The Group monitors capital on the basis of
the debt-to-adjusted capital ratio. This ratio is
calculated as net debt divided by adjusted capital.
Net debt is calculated as total borrowings (including
current and non-current borrowings as shown
in the consolidated balance sheet) less cash and
cash equivalents. Adjusted capital comprises all
components of equity (including share capital,
reserves, accumulated losses and non-controlling
interests as shown in the consolidated balance
sheet) and other loans from non-controlling
shareholders of subsidiaries (including those
transferred to disposal group classified as held for
sale).

BEIEIAR AR iR 2016
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3

B BHRME

B EERERE(E)

FINANCIAL RISK MANAGEMENT (continued) 3
3.2 Capital management (continued) 3.2
During 2016, the Group's strategy, which was
unchanged from 2015, was to maintain a debt-
to-adjusted capital ratio below 90%. The debt-to-
adjusted capital ratios at 31 December 2015 and
2016 were as follows:
Total borrowings BWER
Less: Cash and cash equivalents BB RESEEY
(Note 33(b)) (Bts£33(b))
Net debt B /F5E
Total equity M
Adjusted capital KRR AR
Debt-to-adjusted capital ratio (VGRS EES s N
3.3 Fair value estimation 3.3

The table below analyses financial instruments
carried at fair value, by valuation method. The
different levels have been defined as follows:

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).

o Inputs for the asset or liability that are not
based on observable market data (that is,
unobservable inputs) (level 3).

ESEE(E)

RZE—ARTF AEBZERBAE
HEFE ERS BT ER A RER
%%'A_v EEHHO%

—hRER-_ZE—XRE+ A

_+ BZ&E 7T%¥T”“%Jﬁ%§ﬂ§$tl:$

2016 2015
HK$'000 HK$'000
BT BT T
429,636 748,239
(60,566) (340,748)
369,070 407,491
933,340 1,474,104
989,697 1,533,490

37% 27%

AR EIE

TREEETDEDM AR FHEFTE
TRMITR SERZERWT :

REEEXRBEEERTS
EHORE(CREAE)(F—
&) -

PR —RPTBIERRES
BEXBBENAER(AE
%) & (B EE LASMS
H)ERABRAE(E =
&) -

WIERBEABERDHHEM
BEEMEEXBBRAER
TRAIBEBAER) (F=R) °
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Notes to the Consolidated Financial Statements 44 B i R R Mz

3 FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (continued)
The following table presents the Group’s financial

assets and liabilities that are measured at fair value
at 31 December 2015 and 2016.

2016

Assets 8E

Financial assets at fair value XD TPEEBER
through profit or loss SR EE
- Listed equity securities — FHRAES
- Commodity swap contracts —-FEREHEH
- Forward foreign currency -BHMEEHN

exchange contracts

Liabilities &

Financial liabilities at fair value & A PEEBIEH
through profit or loss SR B A&
- Commodity swap contracts —-FEREHEH
- Forward foreign currency —-RHMEEH

exchange contracts

2015

Assets BE

Financial assets at fair value BATEERER
through profit or loss StRE I & B
— Listed equity securities — ETIRAE S

There were no transfers between level 1 and level 2
during the year.

128 BRERERAR F2016

Il

3 MiERRERZ)

3.3 ATEMEFE)
TREINAEER-_ZT—HFR=
E—XRF+-_A=+—HURAFE
ArENMBEERAE -
—E-REF

Level 1 Level 2 Level 3 Total
E—& ek 1] E= k]
HK$'000 HK$'000 HK$'000 HK$'000
B¥FT AT ATz B%Trn
71 - - 711

- 38 - 38

- 3,594 - 3,594

711 3,632 - 4,343

- 448 - 448

- 655 - 655

- 1,103 - 1,103
—E—hF

Level 1 Level 2 Level 3 Total
F— BB E= B
HK$'000 HK$'000 HK$'000 HK$'000
BEFT  B%Tr BT B¥Tx
954 - - 954

REEDPZE—RRE_FZME
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3

FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (continued)

(a)  Financial instruments in level 1

The fair value of financial instruments traded
in active markets is based on quoted market
prices at the balance sheet date. A market is
regarded as active if quoted prices are readily
and regularly available from an exchange,
dealer, broker, industry group, pricing service,
or regulatory agency, and those prices
represent actual and regularly occurring market
transactions on an arm’s length basis. The
guoted market price used for financial assets
held by the Group is the current bid price.
These instruments are included in level 1.

(b)  Financial instruments in level 2

The fair value of financial instruments that are
not traded in an active market (for example,
over-the-counter derivatives) is determined by
using valuation techniques. These valuation
techniques maximise the use of observable
market data where it is available and rely as
little as possible on entity specific estimates. If
all significant inputs required to fair value an
instrument are observable, the instrument is

included in level 2.

If one or more of the significant inputs is
not based on observable market data, the

instrument is included in level 3.

Specific valuation techniques used to value

financial instruments include:

o Quoted market prices or dealer quotes

for similar instruments.

. Other techniques, such as discounted
cash flow analysis, are used to determine
fair value for the remaining financial

instruments.

There is no transfers of financial assets into or

out of level 3.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

4.1

‘?/\ *I JX /T:T JL:(

Critical accounting estimates and assumptions

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal
the related actual results. The estimates and
assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year
are addressed below.

(@) Estimated impairment of property, plant and
equipment, leasehold land and land use rights

Property, plant and equipment, leasehold
land and land use rights are reviewed for
impairment whenever events or changes
in circumstances indicate that the carrying
amount may not be recoverable. The
recoverable amounts of property, plant and
equipment, leasehold land and land use rights
have been determined based on value in use
calculations, taking into account latest market
information and past experience. These
calculations and valuations require the use
of judgements and estimates. An impairment
loss is measured as the difference between the
asset’s carrying amount and the recoverable
amount.
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Notes to the Consolidated Financial Statements %4 B i8R R Mz

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

(continued)

4.1 Critical accounting estimates and assumptions
(continued)

(b)

Income taxes and deferred income tax

The Group is subject to taxation in Mainland
China and Hong Kong. Significant judgement
is required in determining the amount of
the provision for taxation and the timing of
payment of the related taxation. There are
many transactions and calculations for which
the ultimate tax determination is uncertain
during the ordinary course of business. Where
the final tax outcome of these matters is
different from the amounts that were initially
recorded, such differences will impact the
income tax and deferred income tax provisions
in the periods in which such determination are
made.

Deferred income tax assets relating to
certain temporary differences and tax losses
are recognised as management considers
it is probable that future taxable profit will
be available against which the temporary
differences or tax losses can be utilised. Where
the expectation is different from the original
estimate, such differences will impact the
recognition of deferred income tax assets
and income tax in the periods in which such
estimate is changed.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)

4.2 Critical judgements in applying the Group’s

accounting policies

Distinction between investment properties and
owner-occupied properties

The Group determines whether a property qualifies
as investment property. In making its judgement,
the Group considers whether the property
generates cash flows largely independently of the
other assets held by an entity. Owner-occupied
properties generate cash flows that are attributable
not only to property but also to other assets used in
the production or supply process.

Some properties comprise a portion that is held to
earn rentals or for capital appreciation and another
portion that is held for use in the production or
supply of goods or services or for administrative
purposes. If these portions can be sold separately
(or leased out separately under a finance lease),
the Group accounts for the portions separately.
If the portions cannot be sold separately, the
property is accounted for as investment property
only if an insignificant portion is held for use in
the production or supply of goods or services or
for administrative purposes. Judgement is applied
in determining whether ancillary services are so
significant that a property does not qualify as
investment property. The Group considers each
property separately in making its judgement.

BEIEIAR AR iR 2016
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SEGMENT INFORMATION

The chief operating decision-maker has been identified
as the board of directors of the Company. The directors
review the Group's internal reporting in order to assess
performance and allocate resources. Management has
determined the operating segments based on these
reports.

The directors assess the performance of the operating
segments based on a measure of loss from continuing
operations before income tax for the year. The
information provided to the directors is measured in a
manner consistent with that in the consolidated financial
statements.

The Group is organised into three major operating units:
(i) steel trading; (ii) steel processing; and (iii) mineral
resources. The commercial property and other segment
are classified as discontinued operations.

Revenue recognised during the year is as follows:

Continuing operations BERSEXER
Sale of goods HE
Discontinued operations BRIEKEER
Rental income HEHA
Service income BRFE U

Notes to the Consolidated Financial Statements %4 B i8R R Mz

7 RRE R

TRLERRECHEERARAES
B EFEFEAEBNAMRE - LA
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St
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2016 2015
HK$’000 HK$'000
BET T AT

2,685,142 4,618,664
13,421 56,818
5,376 23,564
18,797 80,382
2,703,939 4,699,046
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5

SEGMENT INFORMATION (continued)

The segment results for the year ended 31 December

2016 are as follows:

Total segment sales
Inter-segment sales

Sales to external customers

Operating profit/(loss) before below items

Fair value losses on financial assets at
fair value through profit or loss

Fair value gain/(loss) on derivative
financial instrument

Impairment losses on amounts due
from associates

Impairment losses on deposits,
prepayments and other receivables

HEFIEP

AHTILER OEEE

(B#)

RO TEEBRRTIRNEE
BEZNTERS
fESRIARTEKE/

(B#)

BEDERFAE

%  BRRREMERRE

Dilution loss on an associate N b Sy
Operating profit/(loss) BERH/ (BB
Finance costs BAMKA

Impairment losses on property,
plant and equipment

nx - RERZERE

Impairment loss on an associate BN FIRIE
Share of losses of associates FiEEE ARER
Share of losses of joint ventures FritaE R RER
Segment results PE%E

Income tax expense FriEfi%

Loss for the year from continuing
operations

Profit for the year from discontinued
operations

Loss for the year

134 FREBRBRAT F#k 2016

EEREREEERXHER

EEREEBRIEERHRN

EEBR

5 SWERGE
HE-_Z—X"F+-A=+—HLFE
B D ERRAEMT
Continuing operations
BELEXR
Steel Steel Mineral

trading processing  resources Unallocated Group
HEE5 HENTI  WELR LS £l
HK$'000  HKS$'000  HK$'000  HKS$'000  HKS$'000
BRTT  ERTR  E¥Tn  EMTr  E%Tn
2,647,915 37,227 - - 2,685,142
2,647,915 37,227 - - 2,685,142
1,380 (18,096) (52300  (59,980)  (81,926)
- - - (242) (242)
2,572 (649) - - 1,923
- - (677) (2,405) (3,082)
(606) (345) (5150)  (32,323)  (38,424)
- - - (5,985) (5,985)
3,346 (19,090) (11,057)  (100,935)  (127,736)
(12,480) (241) - (548)  (13,269)
- - (10,214) - (10,214)
- - - (55,876) (55,876)
- - - (15,619) (15,619)
= = = (52) (52)
(9,134) (19,331) (21,271)  (173,030)  (222,766)
(6,728)
(229,494)

15,130
(214,364)
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5  SEGMENT INFORMATION (continued) 5 2BERGE)
The segment results for the year ended 31 December HE_ZT-—RF+T-A=1+—HLEFE
2015 are as follows: E’\Jﬁ%ﬁ%ﬁﬁﬂT

Continuing operations

REEEEH
Steel Steel Mineral
trading  processing  resources  Unallocated Group

HEgs  MENI  BEAR AAE 58
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
AETT  E%Tn AT B¥Tn B%TR

Total segment sales PEHERE 4,500,065 118,599 = - 4,618,664
Inter-segment sales PEEHEE = = - - -
Sales to external customers HETIEZE 4,500,065 118,599 - - 4,618,664
Qperating profit/(loss) before below items Kzt T AR HELRF]/
(B8) 31,855 (4,398) (6,220 (25,367) (4,130)

Fair value gains/(losses) on financial assets T;?’&WE%@@EE@WEE@EW

at fair value through profit or loss BENHEWS / (BB) 1,483 (698) = (366) 419
Fair value loss on reclassification of 1 m%ﬁw BEARBHME

available-for-sale financial assets to ZATHEER

an associate - - - (66,428) (66,428)
Impairment losses on deposits, Be  BARREGENRE

prepayments and other receivables (2,712) - (49,472) - (52,184)
Share option expenses BRESH - - - (9,467) (9,467)
Operating profit/(loss) gapf/(BR) 30,626 (5,096) (55,692)  (101,628)  (131,790)
Finance costs HEKAE (19,016) (514) - (724)  (20,254)
Impairment osses on property, nEx  BEREENE

plant and equipment - - (13,729 - (13,729)
Share of losses of associates b E ARER = = = (947) (947)
Segment results R 11,610 (5,610) (69,421)  (103,299)  (166,720)
Income tax expense FERT (6,298)
Loss for the year from continuing EERERERLCERER

operations (173,018)

Profit for the year from discontinued FEREERILEEEHEF
operations 41,885

Loss for the year FEER (131,133)
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SEGMENT INFORMATION (continued)

Segment results represent the profit/(loss) earned by each
segment without allocation of unallocated corporate
expenses including directors’ salaries, dilution loss on an
associate, impairment losses on an associate, fair value
losses on reclassification of available-for-sale financial
assets to an associate, share of losses of associates and
joint ventures and share option expenses.

Other segment information

The segment assets and liabilities as at 31 December
2016 and depreciation, amortisation and additions to
non-current assets for the year ended 31 December 2016
are as follows:

Notes to the Consolidated Financial Statements 44 B i R R Mz

DEER ()

DEEBERBZTOBEMZBA, (&
BMEABREANEIEERY &
TEBERHS  BEQREEER -
BERERE  JHEERBEERE
RBERRZ X FEERE - FREHE -
BERAEEIBRES L -

HipEpER
R-E—RNE+-_A=1+—"HWHLHE
EMEBEEUAREBE-_ZE—XRE+=-A
=+ —HIEFENFE - i RIERIE
MENVEET -

Continuing operations

REREEY

Steel Steel Mineral
trading processing resources Unallocated Group
HWEE S WEmT BEER RAE £8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BET T BET T BET T BET T BET T
Assets BE 997,522 19,575 103,647 593,270 1,714,014
Liabilities BE 535,089 2,158 134,041 109,386 780,674
Depreciation e 627 2,125 651 1,575 4,978
Amortisation e | - 156 160 - 316
Additions to non-current assets IERIEREEE 4,281 12 - 8 4,301

BEIEIAR AR iR 2016



SEGMENT INFORMATION (continued)
Other segment information (continued)

The segment assets and liabilities as at 31 December
2015 and depreciation, amortisation and additions to
non-current assets for the year ended 31 December 2015
are as follows:

Notes to the Consolidated Financial Statements %7

B BHRME

DEER(E)
Hitto BER (&)

R-FE-—AF+-_A=+—HHDHE
?ﬂ%%u&ﬁi_ —hF+_H
=t HIEFENTE - #HERIERE
MBEEWT :

Continuing operations

RELEEE

Steel Steel Mineral Discontinued
trading  processing resources  Unallocated Sub-total ~ operations Group

BRI
HEZ5 HANT  REER APE NG BERE &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEtr  B%Tn  A%Tn B%Tn #%Tr A%Tn BT
Assets BE 1,193,376 87,443 152,438 412,783 1,846,040 1,082,251 2,928,291
Liabilities & 687,924 8,235 163,761 214236 1,074,156 380,031 1,454,187
Depreciation e 850 2,527 693 1,574 5,644 - 5,644
Amortisation B = 156 170 = 326 = 326

Additions to non-current R EREAE

assets 60 6 12 - 78 110 188

Segment assets exclude club debentures, deferred
income tax assets, investments in associates and joint
ventures, income tax refundable and other unallocated
head office and corporate assets as these assets are
managed on a group basis.

Segment liabilities exclude deferred income tax liabilities,
income tax payable, corporate borrowings and other
unallocated head office and corporate liabilities as these
liabilities are managed on a group basis.

DEEETD ? %‘gfii‘:} ESEFTIS L
BE BE - RERE - A E A
2953 H\ﬁﬂﬂi HEZ@’AT&Jt%;éfL%'
AEULBEENEETAE

DHMEBELTEEEEMEHEE &
MAENR EEERREMRDRER
AREERE AELaBEAEETH
I e
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SEGMENT INFORMATION (continued)

Geographical information

The Group’s business segments operate in five main

Notes to the Consolidated Financial Statements %7

geographical areas, even though they are managed on a

worldwide basis.

Continuing operations
Revenue (by location of customers)
— Europe
- Hong Kong
— Asia (other than Mainland China
and Hong Kong)
— Middle East
— Mainland China
— Others

Discontinued operations
Revenue (by location of customers)
— Mainland China

Non-current assets
— Mainland China
— Hong Kong
— Europe
— Others

B BHRME

5 2ERE
HEE R
AEENEESIUZRASAERE » £
BHERAEMREALL -
2016 2015
HK$'000 HK$'000
BET T BT T
FEAT ST
H&A(&Eﬁ%hﬂ@"*ﬁ)

M 833,407 997,252
Jé;% 630,251 708,975
— M BERE

NES) 415,931 1,153,975
—FR 356,905 807,092
— 300,239 529,181
—E A 148,409 422,189

2,685,142 4,618,664
BRI EZ
WA (ER MR 5 5E)
— 18,797 80,382
2,703,939 4,699,046
2016 2015
HK$°000 HK$'000
BET T BT
FERBEE
— A 115,401 135,916
—&B 64,292 63,381
—BUM 118 137
—E A 1 3
179,812 199,437

The non-current assets information above is based on the

location of assets and excludes club debentures, deferred

income tax assets, investments in associates and joint

ventures.

For the year ended 31 December 2016, the Group
had sales of approximately HK$314,442,000 (2015:
HK$470,549,000) to a single significant customer of the
steel trading segment, representing approximately 12%
(2015: 10%) of the sales to external customers.

BRZEIRBRAR F# 2016

F

e

NEFRBEELREEMELRES D
1E| TREFEES  BEMEHAE
ARERAERBIERE -

HE-_Z—NFE+-_A=+—HItHF
ANEEIMBE S H P E QB
314,442,000 L (T —H&F : B
470,549,00070) F—UE—FAZF
HAEEZINEBIHE
10%) °

D12%(ZE—7



Notes to the Consolidated Financial Statements %4 B i8R R Mz

6 LEASEHOLD LAND AND LAND USE RIGHTS 6

The Group’s interests in leasehold land and land use
rights represent prepaid operating lease payments and
their net book amounts are analysed as follows:

Outside Hong Kong, held on: TEBEBAINTE
Leases of between 10 to 50 years TERTFHNEE

Leasehold land and land use rights with aggregate
carrying amount of approximately HK$4,290,000 as at
31 December 2016 (2015: HK$4,446,000) were pledged
to secure against certain of the Group’s bank borrowings
(see Note 22).

Movement of the leasehold land and land use rights
during the year is as follows:

HE &+ it AR

7R BFER B 30 % 005 MR M 2
EENLBRER - REEEFES T
m

2016 2015
HK$’000 HK$'000
BET T AT

7,906 8,486

NR—ZEBE—-—XRE+-_A=+—8 #
ELEk T FERABERIEERELNS
4,290,000 ( ZF — R F : B
4,446,0007T) B &80 & B IRITERE
TR (RME22) -

& £ 3 Ko + 3t 5 AR F e Ehan
T

2016 2015

HK$’000 HK$'000

BET T BT TT

At 1 January Rn—A—H 8,486 9,018

Currency translation differences BEE X ERE (264) (206)
Amortisation of prepaid operating lease  FE{ 44810 & 318 55

payments (316) (326)

At 31 December R+—_A=+—H 7,906 8,486
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Notes to the Consolidated Financial Statements 74 B I8 R EE

7

PROPERTY, PLANT AND EQUIPMENT

Year ended 31 December 2016

Opening net book amount
Currency translation differences
Additions

Disposals

Impairment charge
Depreciation charge

(Closing net book amount

At 31 December 2016
Cost

Accumulated depreciation and
impairment

Net book amount

BE-EE
tZR=1-AL%E
e
EHEL 2R
5
il
W
Vi

G ERAE

REEE

BEIEIAR AR iR 2016

7 UEF - BENRE
Leasehold
land in
Hong Kong
under
long-term Leasehold Furniture and Motor ~ Construction
finance lease ~ Buildings improvements ~ Machinery  equipment vehicles  in progress Total
HEERE G FAR
HERELY BT &6 % By B§  REIR L]
HKS'000 HK$000 HK$'000 HK$000 HK$'000 HKS000 HK$'000 HK$'000
EMtn  BMTn AMTn ARTn EBTn EBTn EBTn BB
54,848 16,084 - 4,140 693 836 114,350 190,951
- - - (19) (19) (31) (7.283) (7,535
- - - - 61 4240 - 4301
- (1) - (381) 6] (230) - (619)
- - - - - - (10,214) (10.214)
(1,243) (1,79) - (1,125) (230) (587) - (4,978)
53,605 14,290 - 2438 502 4218 9,853 171,906
82,582 50,674 5,999 12,665 1395 1483 287,981 454719
(28,977) (36,384) (5,999) (10.221) (6,893) (3205 (191,128)  (282,873)
53,605 14,290 - 2438 502 4218 9,853 171,906




PROPERTY, PLANT AND EQUIPMENT (continued)

Year ended 31 December 2015

Opening net book amount
Currency translation differences
Additions

Disposals

Impairment charge
Depreciation charge

(Closing net book amount

At 31 December 2015
Cost
Accumulated depreciation and

impairment

Net book amount

g2 -1k
TZRAZT-ALER
L)
EHELEE
5
il
WA
Vil

GiTERAE

REZE

Notes to the Consolidated Financial Statements =4 B i8R R

7 YIE - BBERIBEE)
Leasehold
land in
Hong Kong
under
long-term Leasehold Fumiture and Mot Construction
finance lease Buidings  improvements  Machinery ~ equipment vehicles — in progress Total
RERRHS HEET KAR
BANELH g7 ] #s b B ERIR bt
HKS'000 HKS'000 HKS 000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000
Bt ATn T BT REfr Agfn BEfr BETn
56,091 17811 484 5,849 976 1170 134,140 216,587
- - - (180) (30) (33) (6,061) (6,304)
- - - - 8 - - 78
- - (37) - - - - (37)
- - - - - - (13729) (13729)
(1203 (1,793) (w47) (1,529 (331) (301) - (5,644)
54,808 16,084 - 4,140 693 86 14F0 190%1
8,582 50,681 5,999 64,451 7841 7936 316,130 535,620
(27.730) (34,597) (5,999) (60,311) (7,148) (71000 (201,780) (304,669
54,848 16,084 - 4140 693 83 114,350 190,951

Depreciation expense of continuing operations of
approximately HK$2,175,000 (2015: HK$2,562,000)
has been charged in cost of sales, HK$625,000 (2015:
HK$850,000) in selling and distribution expenses and
HK$2,178,000 (2015: HK$2,232,000) in general and
administrative expenses.

REREEBZIMEBREFRNB
2175000 (Z T — R F : B
2,562,0007T ) sF A ERKAF - B
¥ 6250000 (=T — FH F : B
850,000 ) st ASHE R DIEER - M
B2 178,000 (ZE —HF : Bk
2,232,00070) At A — RITERE A o

Burwill Holdings Limited Annual Report 2016

141



142

Notes to the Consolidated Financial Statements 44 B i R R Mz

PROPERTY, PLANT AND EQUIPMENT (continued) 7 YE- BERREE)
At 31 December 2016, leasehold land in Hong Kong RZE—NRNE+A=1+—H8 REE
under long-term finance lease and buildings with REIRERE 1 RETIREED L
carrying amount of approximately HK$53,605,000 75 ¥53,605,000L (=T — 1 F : B
(2015: HK$54,848,000) and HK$11,989,000 (2015: 54,848,0007T) & &% 11,989,0007T (=
HK$13,590,000), respectively, were pledged to secure T—FRF : B¥13,590,0007T) 2 A ED
against certain of the Group’s bank borrowings (see Note R EERITERIEEM(RHTEE22) -
22).
The construction in progress is included in the mineral ERIEBEENEERKENE -
resources operating segment.
Motor vehicles include the following amounts where the AREBEARMERERAATNERHSIE
Group is a lessee under finance leases: TS EE -
2016 2015
HK$°000 HK$’000
BT T BT
Cost — capitalised finance leases RA—ERERERE 4,240 -
Accumulated depreciation ZEHiTE (485) =
Net book amount IRESE 3,755 =

The Group leases certain motor vehicles under
noncancellable finance lease agreements. The lease terms
are between 3 and 5 years, and ownership of the assets
lie within the Group.

BEIEIAR AR iR 2016
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PROPERTY, PLANT AND EQUIPMENT (continued)
Impairment test of construction in progress

The construction in progress is included in the mineral
resources operating segment.

Due to the market price of iron concentrates in Mainland
China decreased to a level lower than the projected
production cost of the mineral resources operation,
impairment charge was made for construction in
progress of approximately HK$10,214,000 (2015:
HK$13,729,000). The recoverable amount of
construction in progress is determined based on the
higher of the fair value less costs of disposal and value-
in-use calculation. As at 31 December 2015 and 2016,
the recoverable amount of construction in progress was
determined based on fair value less costs of disposal,
management has taken reference to the valuation reports
conducted by an independent valuer. The construction
in progress measured at fair value was classified as level
3. The market value of construction in progress has been
derived using cost approach (depreciation replacement
cost) and this considers the cost to reproduce or replace
in new condition the assets appraised in accordance with
current market prices for similar assets, with allowance
for accrued depreciation. The key assumptions are that
the cost of reproduction/replacement of the subject
assets, accrued depreciation and the assets will continue
to be used in its present existing state with the benefit of
continuity of the tenure of land and building during the
foreseeable future.

7

Notes to the Consolidated Financial Statements %4 B i8R R Mz

M WBRRE(E)
EREIRRERR

EETRERBNBEEREED -

AR EEBEN MSEREREEER
EBHTBTAEEXAE  ERIERER
F#)75%10,214,000c (ZE— R 4F ¢
75 #13,729,0007T) ° FEEZ TEA AU
ElefEIERAFEREERARERE
EMEFREMEE R-_E—AFK
“E-XRE+-A=1+—H BEHEES
BB AEMTEERE  ERIETK
[B] & %8 LAIR BB A (B R & AR A 1 &
E o RATEFENERIEEDEAR
B ERIBHMHEEFEAKA
EWTEEERN)FELDE RAER
REFIRETRREARBEEENTIS
BERMBREITERAN - TEREZZHE
RERZ/EE EMEENKAE - BT
E LB ER Bkt i iR FaEHET
BETUABRRER -
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8 INTANGIBLE ASSETS

At 1 January 2015

Cost

Accumulated
amortisation and
impairment

Net book amount

Year ended
31 December 2015

Opening net book
amount and closing
net book amount

At 31 December 2015

Cost

Accumulated
amortisation and
impairment

Net book amount

Year ended
31 December 2016

Opening net book
amount and closing
net book amount

At 31 December 2016

Cost

Accumulated
amortisation and
impairment

Notes to the Consolidated Financial Statements 74 B I8 R EE
8 BILEE
Domain
names,
Exploration  trademark
and and
evaluation computer
Mining right assets software Total
BER 235  BER
PRUEE FEEE E i E Y et
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BET T BET T
R-ZE—HF
—H—H
AR 202,930 19,146 193 222,269
R MR E
(202,930) (19,146) (193) (222,269)
IR EFE - — - -
HE—_ZT—HF
+—A=+—H
HFE
HRPIMR M FE R 24K
MR EFE
R-_ZE—RF
+=RA=+—8
RK N 193,267 18,235 193 211,695
RETEE NORE
(193,267) (18,235) (193) (211,695)
R FE - - - -
BHE-_ZT—RF
+=—A=+—~”
HFE
BRI T FE K HAAR
R EDFHE
RZZE—RHF
+=—A=+—~H
AN 180,382 17,020 193 197,595
R KORE
(180,382) (17,020) (193) (197,595)
IR EFE — — — —

Net book amount

BERIERAR AT F3R 2016
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9  PRINCIPAL SUBSIDIARIES 9 IEWELQH
The following is a list of the principal subsidiaries at 31 RZE—RNFE+_A=F+—B2Z2FEH
December 2016: BARINT :
Place of Percentage of
incorporation/ equity interest/
operations Issued and voting capital
and kind of fully paid attributable to  Principal
Name legal entity capital the Group  activities
FMmRL rEBHEEZ
AR B R BRE
et AT H AL ERITREHAERE ERAESLE FEEBEME
Directly held:
BEERE
Burwill and Company Hong Kong limited HK$50,000,000 and 100%  Investment holding
Limited liability company £50,000 REER
BREREMERT 7 #50,000,0007C
% 50,0005 %
Burwill HK Portfolio The British Virgin us$2 100%  Investment holding
Limited Islands limited VE BEZER
liability company
HBREIHES
BREMEAF
Smart Task Limited The British Virgin Us$1 100%  Investment holding
Islands limited (EV BEZER
liability company
HBREIHES
BREMEAF
Indirectly held:
B
Burwill (China) Limited Hong Kong limited HK$200 100%  Investment holding
ZR(FE)BRAF liability company B#2007T WEER
BRBREMERT
Burwill Commercial Holdings Hong Kong limited HK$1 100%  Investment holding
Limited liability company BT REER

ERAFHERRAR EREAREMERA

Burwill Network Hong Kong limited HK$1 100%  Investment holding
Investment Limited liability company BT REER

ERREREBRAR BEREAREMERT

Burwill Minerals Limited Hong Kong limited HK$1 100%  Investment holding
EREEERAR liability company BT BB
BEBRREMELA
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PRINCIPAL SUBSIDIARIES (continued)

Name

=L

Indirectly held: (continued)

RERE - (8)

Burwill Resources Limited

ERYRHERER AR

Burwill Resources
Europe, S.A.

Burwill Steel Company

Limited

Burwill Steel Pipes Limited

ERMERRAF

Burwill Warehousing
(Shanghai) Limited
(Note (1)

BERAR(LB)BRAR

(HIaE(i)

REMAIERESARAR

(Note(D))(H72%(i))

Dongguan Hingwah

Metals Factory Limited

(Note (i)

RERELCHARLDF

(HIaE(i)

Hing Wah Metals Factory

Limited
HRERSHBER AT

BRERERAR F2016

Place of
incorporation/
operations
and kind of
legal entity
AR,
REME
RAEE M

Hong Kong limited
liability company
BEBEREMELA

Spain limited liability
company

AT AREELT

The British Virgin
Islands limited
liability company

RBRUEE
BEREMERAT

Hong Kong limited
liability company
BBEREELA

Mainland China
HE

Mainland China
HE

Mainland China
HE

Hong Kong limited
liability company
BBEREMELA

9 TEWEBAR(E)

iy
%

Percentage of
equity interest/

Issued and voting capital

fully paid attributable to

capital the Group
rEEHEEZ
BE/BRER

ERTREHMRRE EREEIHL

HK$1,000,000 100%

7#%1,000,0007T

EUR62,000 70%

62,000B4 7T

us$13 100%

13%7T

HK$80,000,000 100%

7 %80,000,0007C

US$1,200,000 100%

1,200,0003 7T

RMB 10,000,000 100%

AK#10,000,0007T

HK$100,500,000 100%

7#%100,500,0007C

HK$5,000,000 100%

7S #5,000,0007T

Notes to the Consolidated Financial Statements 44 B i R R Mz

Principal
activities

FTEXBHE

Steel trading

Steel trading

Investment holding
REER

Steel processing

8 T

Steel trading

Steel processing

8 T

Steel processing

8 T

Investment holding

REZR
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9  PRINCIPAL SUBSIDIARIES (continued) 9 ZEWEBLARGE)
Place of Percentage of
incorporation/ equity interest/
operations Issued and voting capital
and kind of fully paid attributable to  Principal
Name legal entity capital the Group  activities
HEMRL rEEHEZ
RE M Bi/ BERE
28 REE MY ERTREMRRE RBREEIE FEXEME

Indirectly held: (continued)
MEEE : (B)

Hillot Limited Hong Kong limited HK$500,000 100%  Securities
liability company 75%500,0007T investment
EBEREELA FEHIE
Tai Xin Minerals Limited The British Virgin Us$164 70.12%  Investment holding
Islands limited 1643 T RE R
liability company
RERTHE
BREMFEAF
BEREBFBERAR Mainland China HK$50,000,000 70.12%  Investment holding
(Note (i) (HzE(i)) HE 75%50,000,0007C REER
KSR EEERAT Mainland China US$39,000,000 70.12%  Mineral resources
(Note (i) (H72(i) H 39,000,000 7T BEER
RS REBEXERAT Mainland China RMB37,793,500 70.12%  Mineral resources
(Note (i)) (H1E()) R AR #37,793,5007T BEER
Yinmain Industrial Limited ~ Hong Kong limited HK$2 100%  Property holding
[EREXARRA liability company 2T BFEME
EBEREELRA

Note: B & -

0) Burwill Warehousing (Shanghai) Limited, =M AIXE S HR (i) ERAF(LEB)BRAR - REEmAIRE
A 7], Dongguan Hingwah Metals Factory Limited, & &%= SERDF RERELSHERAR -5
X¥ERAF, KEBLHEARAR and KEREBEERA ERBREARDA KEESHEERA
@] are wholly foreign owned enterprises established in Mainland AIRKGRBWEAR ARG AP EKL
China to be operated for 50 years up to March 2050, 21 years ZHINEBEERE  EEHORRATFEC
up to December 2028, 24 years up to July 2017, 30 years up to TREF=A =+ FE2FT=-)N\F+=
December 2037, 20 years up to September 2029 and 10 years up A ZtmEE=-F—+F+A - =+5F2%
to December 2017, respectively. =L F+ZA D TFEZTAFA

AR+EE-ZT—tF+=A -

The Group had no subsidiaries which have material non-  E_ T -RFERZFT-RFE+ZA
controlling interests for the year ended 31 December =+—HIEFER  AEELEHMBEA
2015 and 2016. B AE AR o
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10 INVESTMENTS IN AND BALANCES WITH ASSOCIATES 10 BE&ATRERGEE
(a) Investments in associates (a) BZELQTRE

The amounts recognised in the consolidated SABEARBRRANERSENT

148

balance sheet are as follows:

At 31 December R+=-—A=+—H

The amounts recognised in the consolidated income
statement are as follows:

BET=A=1-A
i3

For the year ended 31 December

The dilution loss on an associate recognised
as expenses and included in other income and
net gains/(losses) amounted to approximately
HK$5,985,000 (2015: Nil).

BEIEIAR AR iR 2016

2016 2015

HK$’000 HK$'000

BET T AT

353,241 231,297
RERERANEREENT

2016 2015

HK$°000 HK$'000

BET T AT

(15,619) (947)

BE N RSB EPEREERT
FIAEMBA R WS (B ) F5E
H) & 58 L 51 4978 5,985,000 T ( —

T-RHFE)



Notes to the Consolidated Financial Statements %4 B i8R R Mz

10 INVESTMENTS IN AND BALANCES WITH ASSOCIATES
(continued)

(a)

Investments in associates (continued)

Set out below is the associates of the Group as at
31 December 2016 which, in the opinion of the
directors, are material to the Group.

Nature of investment in associates as at 31
December 2015 and 2016:

Place of Country of
Name business incorporation
A% ES 3k MR LB R
Indirectly held:
EHERE
China Land Assets Mainland China Hong Kong
Limited (“CLA") th BB
Kazakhstan Potash Republic of Australia
Corporation Limited Kazakhstan — JBAFIZ:
(“KPC") MR tE e T
HAE
Notes:

(i) China Land Assets Limited (“CLA") is engaged in the
commercial property investments.

(i) Kazakhstan Potash Corporation Limited (“KPC"), a listed
company on the Australian Securities Exchange (“ASX"),
is engaged in the exploration and development of potash
resources in the Republic of Kazakhstan and the production
of fertilisers. KPC is a strategic business partner of the
Group in the development of the potash business.

As at 31 December 2016, the fair value and the
carrying amount of the Group’s interest in KPC,
which is listed on the ASX, was approximately
HK$76,563,000. (2015: HK$171,047,000).

CLA is a private company and there is no quoted
market price available for its shares.

There are no contingent liabilities relating to the
Group’s interest in KPC and CLA.

10 BMEQXTNRERGH(E)

(a) BERARRKRE(E)
BREZEEEER  RZT—RF
TZA=+—RH  REBEZEKH
ERRFITRIAT ©
KRB HER-F—~F+=A
=+ —HEERRREZHE

Percentage

of ownership Nature of Measurement
interest  relationship method
FEREZEIL RENME BRI
45% Note (i) Equity
iga() 4
25.93% Note (ii) Equity
ga() s

BisE -

(i) China Land Assets Limited ([CLAJ)
FTERETEYEREERS -

(ii) Kazakhstan Potash Corporation
Limited ([#a 8 |) & — AR AF TR
FRAT(TASX]) ETEIRE] - R #RHE
F R RN G T AL A RS 5 7o e i
RISREETR - ARREEBESIE - 1B
7N 51 [ £ B BE TS B MR AN B o

RZEBE—NRFE+ZA=1+—H &K
£ B PR K F 58 38 32 AT _E T Y i 8
2NN EEMERELDBE
76,563,0007T( ZE— R 4F: B
171,047,0007¢) °

CLAR—HRLERF -
M5 HRE

H A7 I 4%

REENRIRRCLARNERIEH
HREME -
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10 INVESTMENTS IN AND BALANCES WITH ASSOCIATES 10 W& ATRERER(E)
(continued)

(a) Investments in associates (continued) (a) BELATREE)
The following table illustrates the summarised THIRRIIE T ek 8RR
financial information of the Group’s material *® - BEKAEBRMNEZ AT 0 KPC
associate, KPC, extracted from the financial M EEREEE
statements:
2016 2015
HK$'000 HK$'000

EETT BT T

Current assets RENVEE 28,660 69,249
Non-current assets IERHEE 588,021 564,911

Current liabilities mEaE (150,784) (9,206)
Non-current liabilities EmBEE (146,501) (208,579)
Net assets FEE 319,396 416,375
Revenue WA 4,148 2,118
Share of profit of joint ventures FriG & &R alles 324 =
Expenses X (127,382) (151,987)
Loss from continuing operations B KRS E R (122,910) (149,869)
Income tax expense Fr8%isz = -
Post-tax loss from continuing operations %48 A8 & 2 WS T Al E 18 (122,910) (149,869)
Other comprehensive income/(expense) — EfhZ2EW A (ZH) 3,758 (54,268)
Total comprehensive expense for the year FE 2 M H 4458 (119,152) (204,137)
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10 INVESTMENTS IN AND BALANCES WITH ASSOCIATES 10 W& ATRERER(E)
(continued)

(a) Investments in associates (continued) (a) BELATREE)
Reconciliation of the above summarised NG AVBERMEEAER A
consolidated financial information to the EANBENR 2 EmRAER
carrying amount of the interest in the associate RE VTSR NPTIER ) R

that is material to the Group recognised in the
consolidated financial statements:

2016 2015
HK$'000 HK$'000
BETT AT

Net assets of the associate & N R B EFE 319,396 416,375
Less: Do
Attributable to holders of FE A#L
— non-controlling interests — FERE i 9,453 9,415
Net assets attributable to the owners B N EHER NG
of the associate BESE 328,849 425,790
Net assets attributable to the REENEE QAR
Group's interest in the associate HIhEEFE 85,275 119,760
Goodwill [k 46,865 51,287
Impairment loss on interest in an associate  Fif 4 A &l#EE 2 BB (55.876) -
Currency translation differences BEHIEH =58 299 =
Carrying amount of the Group's AN LN N kNG £
interest in the associate 2 BRHEE 76,563 171,047
Aggregate information of the Group’s associates R E B FEE B & KB N 7] B4R
that are not individually material: BER
2016 2015
HK$'000 HK$'000

BT BT T

Aggregate amounts of the Group’s AEE PTG & A A

share of associates e e
Profit or loss Wz sk B 18 6,624 (947)
Other comprehensive expense HEitemz (4,228) -
Total comprehensive income/(loss) 2EBA S (ZH) e 2,396 (947)

Burwill Holdings Limited Annual Report 2016 151



Notes to the Consolidated Financial Statements 44 B i R R Mz

10 INVESTMENTS IN AND BALANCES WITH ASSOCIATES 10
(continued)

(b) Balances with associates

Except for the amount due from an associate
amounting to approximately HK$13,110,000 (2015:
HK$2,479,000) which bears interest at 10% (2015:
10%) per annum, all the outstanding balances with
associates are unsecured, non-interest bearing and
repayable on demand.

11 INVESTMENTS IN JOINT VENTURES 11
Share of net liabilities FriEBEFE
Loan to joint ventures LTEEbEER

The loan to the joint ventures is unsecured, interest-free
and have no fixed terms of repayment. In the opinion
of the directors, the loan is considered as part of the
Group’s net investments in the joint venture.

Nature of investments in joint ventures as at 31 December

B AT RE RS2

(b) HE&E QTR

BREE RRRRN BB
13,110,0007C( — 2 — R 4 : B
2,479,0007L) 5T ERI0E(ZE
—hF :10E) - FTEHMmEEE
RNEERGEER  2FERRE
SKEFIEFX ©

BELARRE

2016 2015
HK$'000 HK$'000
BB T BETT
(52) =
5,953 -
5,901 -

ARERREHZERREER 28
REAFERBLELERREFEN I

7 e

R=E—AFE+=A=+—AABAR

2016: REZME -
Percentage
Place of Country of of ownership Nature of Measurement

Name business incorporation interest  relationship method
=t ES 3ol =E AR S B =X FERSZEIH BENMEE SRR E
Indirectly held:
EERE
Golden Time Samoa Samoa 50% Note Equity

Holding Limited TEEETE fEE s B sx G i

("Golden Time")

Note: Golden Time is an investment holding company. Golden Time and
its subsidiary are principally engaged in the investment of wine
industry.

152 BRERERAR F2016
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Notes to the Consolidated Financial Statements %7

11 INVESTMENTS IN JOINT VENTURES (continued) 1

The Group's share of the results of its joint ventures is as
follows:

FRERFEN
FHEEEHE

Net loss and total comprehensive
expense for the year

Golden Time is a private company and there is no quoted
market price available for its shares.

No summarised financial information of Golden Time
is presented as the joint ventures is not material to the
Group.

Balances with joint ventures
Except for the loan to the joint ventures, all the

outstanding balances with joint ventures are unsecured,
non-interest bearing and repayable on demand.

B BHRME

2016 2015
HK$’000 HK$'000
BT T AT

(52) -

Golden Time& — A& A
WIS HRE -

A ERH

7 Golden Time ¥ &£ B 5 ¥ T &
A WL EETEERANHBEER
M -

BENFER
BRASEATMEHZER AR/ E
NEERGERE - R E R ERKE

ST
&= TN ©
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Notes to the Consolidated Financial Statements %7

12 FINANCIAL INSTRUMENTS BY CATEGORY

At 31 December 2016 R-E-XR"E+=-A=+—H

Assets as per consolidated RITAEERBRNEE
balance sheet

Financial assets at fair value BAFEAEBIERTIRN
through profit or loss HBEE

Derivative financial instruments PTEELRIA

Bills and accounts receivable FEULZ 2 K FE U iR 18

Deposits and other receivables Be RE MR

Due from associates NG

Due from joint ventures BERNRRK

Cash and bank balances Be RBITES

At 31 December 2016 R-E-XR"E+=-A=+—H

Liabilities as per consolidated B EEEABRRNARE
balance sheet

Borrowings (excluding finance ER(TRERERESR)
lease liabilities)

Finance lease liabilities MEMHESE

Derivative financial instruments PTELRI A

Due to an associate RESE N RIFOA

Bills and accounts payable e EE R EIRIA

Other payables and accruals HippeiRE R EAER

t‘//ﬁlqn/{zj fi 7 EFAF& 2016

12 RERHE S

B BHRME

ZEMTHR

Assets at fair

Loans and value through

receivables profit or loss Total
BOYE
EXK EBBE

[ LEN FllRAEE e

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

BT BT BT

- 71 711

- 3,632 3,632

730,978 - 730,978

64,437 = 64,437

98,135 - 98,135

35 - 35

84,299 - 84,299

977,884 4,343 982,227

Liabilities at

fair value Liabilities at
through amortised

profit or loss cost Total

BAVEER

B 5iR RBHERA

Oh=F ARNEE e

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

BT BT BT T

- 426,571 426,571

- 3,065 3,065

1,103 - 1,103

- 476 476

- 240,489 240,489

- 71,448 71,448

1,103 742,049 743,152
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12  FINANCIAL INSTRUMENTS BY CATEGORY (continued) 12 RERE 9L ITE(E)

Assets at fair
Loans and  value through

receivables  profit or loss Total
BATE
Rk BiREE

FEWR SR A& E Pk

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

At 31 December 2015 RZE-AF+-_HA=1—H AT BETT BETT
Assets as per consolidated IR EEBBRNEE

balance sheet

Financial assets at fair value BEAFEEBIBRYIIRN

through profit or loss BB E - 954 954

Bills and accounts receivable JEUN ZE ik K7 e UR IR I8 781,836 - 781,836

Deposits and other receivables %% K H 1th & K 69,924 - 69,924

Due from associates A WNCIDE /¢ 38,359 - 38,359

Cash and bank balances NG RIRTTEER 347,982 - 347,982

1,238,101 954 1,239,055

Liabilities at

amortised

cost

bize: FicID %N

ANIRH B &

HK$’000

At 31 December 2015 R-E-—HF+-A=+—H BT T

Liabilities as per consolidated balance sheet oA EERERNEE

Borrowings BEX 613,326

Bills and accounts payable FEN R R ERIRIE 222,402

Other payables and accruals H e IR TE I 5T & F 201,984

1,037,712
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13

14

INVENTORIES 13
Raw materials [E R
Work-in-progress e
Finished goods K m
Consumables HFEMR
The cost of inventories recognised as expense and
included in cost of sales amounted to approximately
HK$2,595,952,000 (2015: HK$4,403,029,000).
At 31 December 2016, the Group had certain
inventories of approximately HK$15,917,000 (2015:
HK$28,701,000) pledged with the banks (see Note
36(e)).
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT 14
OR LOSS
Listed equity securities LTRAES

- Hong Kong —&B5

— Overseas —goN
Market value of listed equity securities ERAFS 2 TE

Changes in fair values of financial assets at fair value
through profit or loss are recorded in “other income and
net gains/(losses)” in the consolidated income statement
(see Note 26).

The fair value of all equity securities is based on their
current bid prices in an active market.

BEIEIAR AR iR 2016

FE
2016 2015
HK$’000 HK$'000
BT AT
- 6,288
- 2,705
80,780 48,157
790 901
81,570 58,051

FEKKAPIER S BIHAHEE KA
H4 5 L5t 4978%2,595,952,0007T ( =
T — R4 : #H14,403,029,0007T) ©

RZE—RE+ZA=+—8 ' &8
B FEH B 15,917,000 (==&
— R4 H#28,701,0007T ) I 30 T 4R
17(RME36()) °

BAVEEBESIRNUBEE

2016 2015
HK$’000 HK$'000
BT T AT
487 709
224 245
711 954

BRAFEEBERIENMEEENA
FEEE  EHEABRIRRATHEAKRA
Rugss, (B8 ) F5 P pltR (2K
26) °

P BAES AT ET R R K ERD
152 TUFS HH (B -
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15

16

DERIVATIVE FINANCIAL INSTRUMENTS

Commodity swap contracts EmE A4
Forward foreign currency REINES XY

exchange contracts

Derivatives holding for trading purpose are classified as

current assets and liabilities.

15 fTES®MIA

2016 2015
Assets Liabilities Assets Liabilities
HK$’000 HK$°000 HK$'000 HK$'000
BT T BT T BT ST
38 448 - _
3,594 655 - _
3,632 1,103 - —
EEBRARTTETES B ARDEENK

T
.

R-ZE—XRE+-_A=+—H8  X¥F¥&

The notional principal amounts of outstanding commodity
swap contracts at 31 December 2016 were approximately
HK$18,385,000.

The notional principal amounts of outstanding forward
foreign currency exchange contracts at 31 December 2016
were approximately HK$100,805,000.

The maximum exposure to credit risk at the reporting date
is the fair value of the derivative assets in the consolidated

ZEREHAANTEASTHRBE
18,385,0007T °

RZF—A"F+ZA=+—H  KX¥A&
ZEHNEGNNZIEASNORBE
100,805,0007T °

RifE B EERENRARESER
FEEREBERNITEEEN D TE -

balance sheet.

BILLS, ACCOUNTS AND OTHER RECEIVABLES 16 EWEE - EWIRER BRI
2016 2015
HK$’000 HK$'000
BET T ST T
Bills and accounts receivable JE UL ZE 15 T E U IR 1B 737,002 788,179
Less: allowance for impairment B YR IE
of accounts receivable RER S (6,024) (6,343)
Bills and accounts receivable, B U =8 K7 FE Y bR TE
net (Note (a)) FRB(HaE(a) 730,978 781,836
Deposits, prepayments and R BERR
other receivables Hib el =k 217,284 189,510
Less: allowance for impairment of W EE - AR
deposits, prepayments and H At FE KR
other receivables B S (85,775) (50,860)
131,509 138,650
862,487 920,486
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16

BILLS, ACCOUNTS AND OTHER RECEIVABLES (continued) 16

Notes:

(a)

BsE

The Group normally grants to its customers credit periods for sale (a)

of goods ranging from 30 days to 180 days.

Ageing analysis of bills and accounts receivable is as follows:

Within three months
Over three months but within six months
Qver six months but within twelve months

=EAA
HBB=1E A m BB/ EA
B8 A B+ = @A

There is no significant concentration of credit risk with respect to
bills and accounts receivable as the Group has a large number of

customers, internationally dispersed.

As of 31 December 2016, accounts receivable of approximately (b)
HK$48,824,000 (2015: HK$39,883,000) were past due but not

impaired. These relate to a number of independent customers for

whom there is no significant financial difficulty and based on past

experience, the overdue amounts can be recovered. The ageing

analysis of these accounts receivable is as follows:

Within three months
Over three months but within six months
Over six months but within twelve months

=EAA
BB ={E A i T &7 E A
BN EAm BB+ @A

As of 31 December 2016, accounts receivable of approximately (o)
HK$6,024,000 (2015: HK$6,343,000) were impaired and provided

for. The individually impaired receivables mainly related to

customers, which are in unexpectedly difficult economic situations.

The ageing analysis of these receivables is as follows:

Within three months
Over three months but within twelve months
Over twelve months

BEIEIAR AR iR 2016

=EAA
BBE=EAm BB+ @A
BB+ @A

FEWRE - BURIRER E KR ()

AEBEERHEUALTEES=+AE
—BA+BZERS -

FEUR IR T EUIRIR IR D AT 20T -

2016 2015
HK$°000 HK$'000
BT BETT
575,602 746,181
106,975 35,655

48,401 -
730,978 781,836

JEU TR I I FEMOIR IR MR B R S (S B
% ARAEEERZEF  EBHHERE
o

R-ZE—XRE+-A=+—80  BafExk
R MB  JIE L IR TE 40 75 85 48,824,000 T (=&
—F 4 ¢ B#39,883,0007T) ° Ut HKIEE
FREMEBERAVERNENBE LIRS - B

RIBEMLER - & AREBEFIE o lhEE
WIRIER IR B DATEAT

2016 2015

HK$"000 HK$'000

BETT BT

423 4,841

- 35,042

48,401 -

48,824 39,883

FEU IR TE 4975 #6,024,0007C (—E— R & :
6,343,000 ) R=ZZE—R<"F+=A
=+—HAB#ETRE - @R RER-KKIE
FEHEBINGARBEREREELHETRAN
BEAW - AERBIRIRERSITAT

2016 2015
HK$°000 HK$'000
BT T BT T

= 3,427

6,024 2,916

6,024 6,343
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16  BILLS, ACCOUNTS AND OTHER RECEIVABLES (continued) 16 MEWERE - EWIEEREMEKS(Z)

Notes: (continued) Miat - (&)
(d) The carrying amounts of the Group’s bills and accounts receivable (d) AEBHEKREREKIRBENRESEEN
are denominated in the following currencies: THE®EREBL -
2016 2015
HK$'000 HK$'000
BT T BT T
uss$ Ei 646,770 740,220
RMB NG 494 18,161
HK$ BT - 583
EUR BT 83,714 22,872
730,978 781,836
(e) Movements on the Group’s allowance for impairment of accounts (e) AEEEYORIEREREZSHOT -

receivable are as follows:

2016 2015
HK$'000 HK$'000
BT T BT
At 1 January R—H—H 6,343 3,062
Provision for accounts receivable impairment & Uk bR 18 A (8 B 4 - 3,668
Accounts receivable written off RE A B A ge i m m
during the year as uncollectible T8 O FE U IR 1B = (47)
Currency translation EHEEN (319) (340)
At 31 December R+—_A=+—8 6,024 6,343
The creation and release of provision for impaired accounts HE RE E MR IR BB MR B EI B a1
receivable have been included in general and administrative EREABHED—RRITHRERRN - E&E
expenses in the consolidated income statement. Amounts charged REAF RS —REEBHELKESE
to the allowance account are generally written off, when there is SNIR SRR SY o
no expectation of recovering additional cash.
At 31 December 2016, the Group had certain bills and R-ZZE—ARE+-A=+—8 £EEHH
accounts receivable of approximately HK$76,520,000 (2015: & Uk 22 15 K% Uk bR T8 49 75 85 76,520,000 7T
HK$88,086,000) pledged with the banks (see Note 36(d)). (ZZ—FF : #188,086,0007T ) HK I F 4R

f7(RHIEE36(d)) °
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16

BILLS, ACCOUNTS AND OTHER RECEIVABLES (continued) 16

Notes: (continued)

®)

Movements on the Group's allowance for impairment deposits,
prepayments and other receivables are as follows:

FEWRE - BUIRER ERKRRR(E)

At 1 January n—A—H
Provision for deposits, prepayments and e BNEK
other receivables impairment H fth FE UK TR B B
Currency translation EEE N
At 31 December ®n+=—A=+—H

17

The maximum exposure to credit risk at the reporting date is the
carrying amounts of each class of receivable mentioned above. The
Group does not hold any collateral as security.

CASH AND BANK BALANCES

RITMEFRE

Cash at banks and on hand

At 31 December 2016, the Group had certain bank
balances of approximately HK$12,574,000 (2015:
HK$89,000) pledged with the banks (see Note 36(c)).

At 31 December 2016, cash and bank balances of
approximately HK$2,013,000 are denominated in
RMB and placed with banks in Mainland China.
At 31 December 2015, cash and bank balances of
approximately HK$50,553,000 were denominated in
RMB and placed with banks in Mainland China, in which
approximately HK$19,092,000 had been included in
assets of disposal group classified as held for sale. The
remittance of these funds out of Mainland China is
subject to the exchange control restrictions imposed by
the Chinese Government.

BEIEIAR AR iR 2016

17

Wi : (8)
)  AREES  EIRRECERKAERE
BT :
2016 2015
HK$'000 HK$'000
BT BT
50,860 -
38,424 52,184
(3,509) (1,324)
85,775 50,860

ERERH  FREARNKSEREAESE
MR EUCGRAIREE - AEE A IR
ERERMERR -

RERBITHERR

2016 2015
HK$°000 HK$'000
BETT AT

84,299 347,982

N_EBE—RE+-A=+—08 £@H
ERID SR 1T AE SR A8 #612,574,0007T (=
T — A H#89,0007T) I FIEIT
(R FizE36(c)) °

R-E—RE+_A=+—H B&k
IRITHERLB 2,013,000 AAR
BAEEEBNWFHATREZRT R
—“ET-HE+-_A=+—H WL LR
1T 45 82 #4978 # 50,553,000 T2 A A R
MEEBBNWHFRNFPRERIT  H
o #975119,092,000 TR IEEDES
HEEEEE -HPBEERNZEESS
Z PR BB B i 2 SN B Il AR A o
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18

ASSETS AND LIABILITIES OF DISPOSAL GROUP
CLASSIFIED AS HELD FOR SALE AND DISCONTINUED
OPERATIONS

On 18 August 2014, the Company as vendor of the
disposal of the entire issued share capital of Burwill China
Portfolio Limited (“BCPL"), a wholly-owned subsidiary of
the Company (the “Disposal Shares”) and Charm Best
Investments Inc. as vendor of the sale of the entire issued
share capital of Dynamic Gain Holding Limited, a wholly-
owned subsidiary of Charm Best Investments Inc., (the
“Charm Best’s Disposal Shares”) on the one hand and
China Land Assets Limited (“CLA"”) on the other hand
entered into the conditional sale and purchase agreement
dated 18 August 2014 as supplemented by supplemental
agreements dated 19 August 2014, 30 June 2015, 30
October 2015, 29 January 2016 and 23 March 2016,
pursuant to which (i) the Company conditionally agreed
to dispose and CLA conditionally agreed to acquire the
Disposal Shares at a consideration of RMB199,780,000,
and (ii) Charm Best Investments Inc. conditionally agreed
to dispose and CLA conditionally agreed to acquire
the Charm Best's Disposal Shares at a consideration of
RMB60,000,000. The principal assets of BCPL and its
subsidiaries (the “Disposal Group”) is the Yangzhou
Times Square, a large scale shopping centre located in
China.

The transaction had been completed on 23 March 2016.
The assets and liabilities related to the Disposal Group,
had been presented as held for sale as at 31 December
2015 and 2016 following the approval of such disposal
by the shareholders of the Company on 31 October
2014. Details of the transaction were included in the
circular of the Company dated 15 October 2014 and the
announcement of the Company dated 23 March 2016.

18

TERGEEHEERABRERLER

RZZFE—WMFENA+NE  XAEHEAR
HE KRR A2 EH E AR Burwill China
Portfolio Limited & 28 2 2 77X A< ([
ERH ) 2B RS —FECharm Best
Investments Inc. ¥£ & tH & Charm Best
Investments Inc.Z & [} & 22 & Dynamic
Gain Holding Limited & &F & %% 17 % Z<
([ Charm BestHZER M ) cEHHS
— T EMAEERERARIZET T
FNATNBEREEERZ(K=Z
—MENA+HALE —ZE—HENA
=+B - ZZE—AF+H=+RH =%
—NE—AZ+thBEZZ—X"F=A
=Bz RnmEAERT) Bk )
ARARBEGHHRZELEY BINBEE
ERARBKREHRZEE HERD -
KE A ARKI199,780,000 T & K (i)
Charm Best Investments Inc. & f& 14 it
EELHEYEMEEEGRAREKHE
i [F = B B Charm BestH:ZEARD - KRB
# AR #60,000,0007T ° Burwill China
Portfolio Limited X EMiB AR ([FEE
BZz2EBEEAMETRZ KEEY
FO—GINERES -

ZRXRGER_E—RF=ZA-_+=H=
e ERARBBERA-ZZE—NFES A
=t+—HAitEZLEER  FEEENE

ENBER-_ZE—AFR_ZT— X F
+Z A=+ RARVNABEEERE
& RGFBHRARR T —NHF+
A+HEBZBRHARZFT— X F=H
—t+=B22HA -
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18 ASSETS AND LIABILITIES OF DISPOSAL GROUP 18

PTEABERHEEREEREALR

CLASSIFIED AS HELD FOR SALE AND DISCONTINUED ME(E)
OPERATIONS (continued)
(a) Assets of disposal group classified as held for (a) PEAGSGEEBREE
sale
2016 2015
HK$’000 HK$'000
BET T BT T
Leasehold land and land use rights HETH N TP AR - 946
Property, plant and equipment VI - W3R KRB - 12,652
Investment properties KEYE - 1,025,655
Investments in associates B N AR E - 3,723
Deposits, prepayments and e AR KE
other receivables H b W5k - 9,250
Cash and bank balances We MIRTTA 8 - 19,416
Other assets HihEE - 10,609
- 1,082,251
(b) Liabilities of disposal group classified as held (b) PEAGEEEER
for sale
2016 2015
HK$’000 HK$'000
BET T BT T
Borrowings BEX - 134,913
Other payables and accruals HEAIRIE R BT E A - 32,079
Deferred income tax liabilities RIEFMEHARE = 209,826
Other liabilities EmaE - 3,213
- 380,031
() Cumulative income or expense recognised in () REMEZEEWAF BEEILEE

other comprehensive income relating to disposal
group classified as held for sale

S
m
s

Translation adjustment

162 BEIEIAR AR iR 2016

AGEREZRFTRARIH
2016 2015
HK$’000 HK$'000
BETT BT T
= 34,446
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18 ASSETS AND LIABILITIES OF DISPOSAL GROUP 18 S NALSEEESERABEBEREAKILR
CLASSIFIED AS HELD FOR SALE AND DISCONTINUED R (E)
OPERATIONS (continued)

() Cumulative income or expense recognised in () REMZEKAH BRIAREE
other comprehensive income relating to disposal AGEEBZRFWARIHE)
group classified as held for sale (continued)

Analysis of the result of discontinued operations, BRI E ¥ B o FEREKEN
and the result recognised on the re-measurement of FTE  ONERET -

disposal group, is as follows:

2016 2015
HK$’'000 HK$’000
BET T BT
Revenue WA 21,023 98,555
Expenses g (13,800) (42,203)
Profit before income tax of BRATISIAIE 42 1E
discontinued operations BT 7 B R 7,223 56,352
Gain on disposal of subsidiaries HEMB ARz WS 10,699 -
Income tax expense Fri5 sz (2,792) (14,467)
Profit for the year from discontinued  FER BB K IE
operations TS RT 15,130 41,885
Profit for the year from discontinued — “EE R EE 4%+
operations attributable to: A EERTIFBN
— Owners of the Company —RABREZEFTEA 12,267 28,307
— Non-controlling interests — FEIE A M 2,863 13,578
Profit for the year from discontinued  FER BB K IE
operations TS BT 15,130 41,885
(d) Cash flows (d JHER
2016 2015
HK$'000 HK$'000
BET T BT T
Operating cash flows LIEBEYNIRERE 13,922 44,204
Investing cash flows KEEHHNIRERE 1,230 3,845
Financing cash flows BMEFEHNRERE (6,217) (44,080)
Total cash flows BIRBNE 8,935 3,969
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18

19

ASSETS AND LIABILITIES OF DISPOSAL GROUP 18
CLASSIFIED AS HELD FOR SALE AND DISCONTINUED

OPERATIONS (continued)

(d) Cash flows (continued)

(d)

Investment properties transferred to disposal group
classified as held for sale are leased or available for
lease to third parties under operating leases. Details
about such operating lease arrangements are
included in Note 35(b) to the financial statements.

As at 31 December 2015, certain land use rights,
building and investment properties included in
disposal group classified as assets held for sale of
approximately HK$1,018,735,000 were pledged to
secure against certain banking facilities granted to

the Group.

SHARE CAPITAL

Authorised

At 1 January 2015,
31 December 2015,
1 January 2016 and
31 December 2016

Issued and fully paid

At 1 January 2015

Repurchase of shares (Note (a))

Issue of shares (Note (b))

Issue of consideration shares (Note (c))
Share options exercised

At 31 December 2015 and
1 January 2016
Repurchase of shares (Note (d))

At 31 December 2016

BEIEIAR AR iR 2016

19 KX

VETE
R-_ZF—AF—A—8"

—E-—hF+-A=+—8"

—Z-xE-A-AK
—E-RF+ZA=+—H

EZTRHE
R-_ZE—HF—H—H
FBEBR (Mt ()
BITRA (M (b))
BITRERD (Fa()
1TiE RE AR

—E-HFE+-A=+—AHE
TR F—H—H
BRI B (M)

—E-R"Ft-HA=t—H

TEARERBEERAGERCALE
BEB(E)

BER(E)

PHRRFESREEENBEZRE
MEARERET A B AR A HE
THE=F REKELHETHHE
BREEMBRKRMEIS5D)A

R-_E—RAFE+_-_A=+—8"
HorBAGFEESEMLE
B BFREBEEMENSE
1,018,735,000LE FKE - 1EA
AEEZRITRHERFR -

Number of Nominal
ordinary shares value
ZEREAE HE
(thousands) HK$'000
(F&H) BT IT
6,800,000 680,000
4,586,712 458,671
(39,110) (3,911)
238,000 23,800
227,259 22,726
51,500 5,150
5,064,361 506,436
(47,796) (4,780)
5,016,565 501,656
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19

SHARE CAPITAL (continued)

Notes:

(a)

During the year ended 31 December 2015, the Company via
Hillot Limited, a wholly-owned subsidiary of the Company,
repurchased a total of 39,110,000 shares of the Company on the
Stock Exchange pursuant to the general mandate granted by the
shareholders at the annual general meeting held on 10 June 2015.

Pursuant to the share subscription agreement dated 10 April 2015
(as amended by supplemental agreements dated 14 April 2015 and
2 November 2015) entered into between the Company and China-
Asia Resources Fund (the “Subscriber”), the Subscriber agreed
to subscribe or procure its nominee(s) to subscribe for and the
Company agreed to issue and allot an aggregate of 688,000,000
new ordinary shares of the Company (the “Subscription Share(s)”)
at a price of HK$0.325 each.

Allotment and issue of 138,000,000 and 100,000,000 Subscription
Shares had been completed respectively on 6 May 2015 and 3
November 2015.

On 18 August 2015, the Company entered into share purchase
agreements with eight sellers for the 65,660,576 ordinary shares
of KPC. The consideration was approximately HK$81,813,000 and
settled by way of allotment and issue of a total of 227,258,550
shares of the Company.

During the year ended 31 December 2016, the Company via
Hillot Limited, a wholly-owned subsidiary of the Company,
repurchased a total of 47,796,000 shares of the Company on the
Stock Exchange pursuant to the general mandates granted by the
shareholders at the annual general meetings held on 10 June 2015
and 22 June 2016.

19

HE_ZT-—hAFE+_A=+—HBHILFER
AR B)EBEEN B AT Hillot Limited B #
REZZE—RAFANATHEBITZRERFAS
FTERRERTERELRD 2 —REE R
BBHERSMABRARBRARRRNDE
$£39,110,000/% °

BIE-FT—AFMA+HAERFLEChina-
Asia Resources Fund([ R 1) 25T MR (D
REHBE (R E-—AFENAtHER=-F
—RFE+—AZB®ERRHEIET) - NAF]
B =R SR EH0.325 T B3 1T RAC
4 ££688,000,000 8% A8 A & F & i A% ([ R 38
B&15 1) - 3 B RIE 5 R AR % E KRR A
AR E IR AREREAD ©

ARBHBR=_ZE—RFRAANAR=
T—AF+—A=-HE AR ERET
138,000,0004% % 100,000,000 8% R EERL 17 ©

AARRZZE—AFENATNBERNGE A
F ] BBk 1 Uk BE A £65,660,57 6% 1A 87
AR - BREL RE81,813,0007T &
DABC % 217 A ££227,258,550 R (KB Bk {2
FHRIA o

HE-_"Z-—XR"F+-_A=+—BILFEER "
AQRIBEBEEN B2 AHillot Limited R i
RZE—RAFNATBEBE=ZZE—ARFXA
—+-ABAZBRREFAS LERRET
EERERMHz —RERE  REERSHE
B AR RS & $£47,796,0008% ©
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20

SHARE-BASED PAYMENTS 20 B ZAT 2 3REA
At the annual general meeting of the Company held on ARABR—ZE—FNANEBEITZEK
8 June 2011, shareholders of the Company approved RBFAKS FESIRERERPERE
the adoption of a share option scheme (the”Option sHEI([ERRERTR]) - BIEERES
Scheme”). Under the Option Scheme, the Company g ARBAETARG RENEB AR
may grant options to employees (including executive ZET(BENTEFTHIFNTES)E
directors or non-executive directors) of the Company and BENREARAG 2BH - BERNRE
its subsidiaries to subscribe for shares in the Company, ZERARRNRBEEITRA Z230% (&t
subject to a maximum of 30% of the issued share ABTEBREMETORGS) - K
capital of the Company from time to time excluding for ZREBEBREFRE  WHETLR ()
this purpose shares issued on exercise of options. The ERLDERESZ B RBXFTESR 2 WM
subscription price will be determined by the directors, B (WVERDERENRERSHRR
and will not be less than the highest of: (i) the closing B FRER 2 FHWHE - &Gi)ixHm
price of the shares quoted on the Stock Exchange on the HE-&28aE  BRETE 2B
trading day of granting the options; (ii) the average of the HBE—_ZE——FANBREE - AE+
closing prices of the shares quoted on the Stock Exchange F - HB B EERE S EREMER
for the five trading days immediately preceding the date W MEERE S ZIENEREMES A E
of granting the options; and (iii) the nominal value of the BIIEE TR N RIER -
shares. The Option Scheme shall be valid and effective
for a period of ten years commencing on 8 June 2011,
after which period no further options will be granted or
accepted but the provisions of the Option Scheme shall
remain in full force and effect in all other respects.
Movements in the number of share options outstanding MARITE 2 BEIESB KM% A Rk
and their related weighted average exercise prices are as FETEBEEFWNT
follows:
2016 2015
Average Average
exercise exercise
price in HK$ price in HK$
per share Options per share Options
option (thousands) option  (thousands)
BERE TR
FiGITEE BRE THTEE AR
(#B7T) (F=h) (%7T) (F5H)
At 1 January n—HA—H 0.30 224,900 0.30 277,300
Forfeited EL - - 0.30 (900)
Exercised 217 - - 0.30 (51,500)
Expired B R 0.30  (224,900) = =
At 31 December Rt+-—A=+—H - - 0.30 224,900

BRERERAR F2016
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20

SHARE-BASED PAYMENTS (continued)

All the outstanding options were exercisable as at 31
December 2015. Options exercised in 2015 resulted in
51,500,000 shares being issued at a weighted average
price of HK$0.30. The related weighted average share
price at the time of exercise was HK$0.42 per share.
There was no share option outstanding as at 31
December 2016.

The related transaction costs amounting to HK$13,500
had been netted off with the proceeds received for the
year ended 31 December 2015.

Share options outstanding at the end of the year had the
following expiry date and exercise price:

Expiry date ZH B
Option Scheme AR 1EL 2

30 November 2016 —E-RFE+—A=+H
The vesting period of the options is from the date of the
grant until the commencement of the exercisable period.

According to Black-Scholes options pricing model,
the fair value of options as at 31 December 2015 was
approximately HK$21,460,000 of which the Group
recognised a share option expenses of approximately
HK$9,467,000 for the year ended 31 December 2015.

20 AR ZAS=ZmEN(4E)
R-_ZE—RAF+=-—A=+—H FiEX
TECEREA TITE - RZF—H
FH#4E51,500,00017 B R 12 G 0 B 1
0.307T Z INHEFHEITE - MITHEREZ
BRI R E R TR EE0.42
TeoBEZT—R"E+A=+—8H1
FE - ORBBRENRITE
BHE-"Z-—RAE+-A=1+—HItEE
AR SR A A AKE13,5000T © BBRE
WERFTIS SRIAEE)S ©
MERBARITE 2 BRE 2B A RT
EEAT
Exercise

price in HK$
per share Options
option (thousands)
SERE
TEE B
(#&7T) (F&t)
2016 2015
0.30 - 224,900

BREZEBHHRLEAEEITES
FIE R L -

BIE [N —EF BT | ERER
R-E—AF+-_A=+—BER#E>
NFAEH) B 21,460,000 @ HAARE
ER#HzEz—_ZT—hF+-_A=+—81
FERERERES B 419,467,000

7T|:o
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21

OTHER RESERVES AND ACCUMULATED LOSSES

At 1 January 2015

Loss for the year

Changes in value of available-for-sale
financial assets

Fair value losses on reclassification of
avallable-for-sale financial assets
to an associate

Currency translation differences
- Group
- Associates

Repurchase of shares

Issue of shares

Issue of consideration shares

Share issue expense

Employee share option scheme:
- value of employee services
- share options exercised

At 31 Decernber 2015

At 1 January 2016

Loss for the year

Share of other comprehensive
income of associates

Release upon disposal of subsidiaries

Currency translation differences
- Group
- Associates

Repurchase of shares

Transfer of share option reserve upon
the forfeiture or expiry of share

options

At 31 December 2016

RZ2-15-A-A

ERER

MHHERHEER

Pl

EHERZR
-8
-BEAT

mERf

Hh

FARERD

BRp

[EREREE:

-ERRHERE

~fTiEEnE

RZZ-1%

tzA=+-8

R=E-75-A-A

ERER

it

LUETTON
HEHBATELR

BihkiR

EHESZE

-£3

-RER

gk

SRR RN E
k2 BhiERR

il

RIF-E

+t-A=t-H

ERZERARAR Fi#2016

21 HituFEERRER
Capital Available- Share-based
Share Capital ~ Contributed ~ redemption  Revaluation forsdle  Translation  compensation  Accumulated
premium reserve surplus reserve reserve reserve  adjustments reserve [osses Total
uEl AfitE IRt
Ry ERRE  AAER HE  EfRR i BERE  IRERR ZirkiE 8
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000
BT EBfn bt BMTn BB AETT  E%fn AT BT #ETn
735411 (51,580) 9,172 12037 11213 - 159,154 18173 Q59 78081
- - - - - - - - (123453) (123453)
- - - - - (66,428) - - - 66,428)
- - - - - 66,428 - - - 66,428
- - - - - - (30,829) - o (30829)
B _ _ _ - = (3,211) - - 3.am)
(6,768) - - - - - - - - (6,768)
53,550 - - - - - - - - 53,550
59,087 - - - - - - - - 59,087
(14 - - - - - - - - (814)
- - - - - - - 9,467 - 9,467
16,480 - - - - - - (6,180) - 10,300
857,346 (51,580) 99,172 12,037 11,213 - 125,114 20060 (326212 748550
Capital Share-based
Share Capital ~ Contributed ~ redemption  Revaluation  Translation ~compensation  Accumulated
premium reserve surplus reserve reserve  adjustments reserve losses Total
EXER HRAA
ROEE  E4RE  AAER e EfERE  BEHE  ZRRRE  ZHEE 3
HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HKS000 HK$'000
BT ERTR BMTR ERTRn EMTR ABfn BMTn B¥Tn AR
857,346 (51,580) 99,172 12,031 11213 125,114 21,460 (326,212) 748,550
- - - - - - - (207,8%)  (207,89)
- - - - - 193 - - 193
- - - - (11213) (34,648) - - (45,861)
- - - - - (10,365) - - (10,365)
- - - - - (19.229) - - (19.229)
(6,481) - - - - - - - (6,481)
- - o o - - (21,460) 21,460 =
850,865 (51,580) 99,1712 12,037 - 61,665 - (512,648) 459,511
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21 OTHER RESERVES AND ACCUMULATED LOSSES 21 HifFEERRFEER(ZE)
(continued)

Contributed surplus represents (i) the difference between BANBER TR 1D 31T < B £ B8 A B
the nominal amount of the shares issued and the BARZFEERMDEZ Z58; X(i)H K
book value of the underlying net assets of subsidiaries MREREA « BB HEITAR
acquired; and (ii) transfer from share premium account. It sk EE O IR DB EE ARBE[{E A -

can be utilised for issuance of bonus shares or for capital
redemption upon repurchase of shares.

Under the Companies Act 1981 of Bermuda, contributed BEABRE—NN—FRAE AR
surplus is distributable to shareholders subject to the BRA] DRI - BORDIRE - A
condition that a company shall not declare or pay a AR ERFBAGESK(VEEE 2 o #
dividend, or make a distribution out of contributed HEEINEAE  BEETRARKS
surplus if (i) it is, or would after the payment be, unable SHERZBM - KRR TREE fask 2 1+
to pay its liabilities as they become due, or (ii) the RE D IRAANRER ©

realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.

22 BORROWINGS 22 B
2016 2015
HK$’000 HK$'000
BET T BT T
Non-current IERB
Other loans from non-controlling B BB 1 R FEFE AR AR SR Y
shareholders of subsidiaries HEfER 56,357 56,615
Finance lease liabilities MmEREAE 2,111 =
58,468 56,615
Current nE
Bank overdrafts (Note 33(b)) IRITES (ME33(b)) 11,159 26,561
Bank borrowings due within one year ~ BR—FREENRITER 263,234 427,471
Bank borrowings due after one year AR —FRERWMTER
which contain a repayment on BERFERERZIRITER
demand clause 95,821 102,142
Other loans HiE % = 537
Finance lease liabilities MmEHEAR 954 -
371,168 556,711
Total borrowings BER 429,636 613,326
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22

BORROWINGS (continued)

Secured borrowings are as follows:

RITE?
BMEM

L

Bank borrowings
Finance lease liabilities

I
T

\

\

At 31 December 2016, bank borrowings and other
loan of approximately HK$210,303,000 (2015:
HK$366,490,000) were secured by certain leasehold
land and land use rights, buildings, inventories, bills and
accounts receivable and bank balances (see Notes 6, 7,
13, 16 and 17). Finance lease liabilities are effectively
secured as the rights to the leased assets revert to the
lessor in the event of default.

Other loans from non-controlling shareholders of
subsidiaries were unsecured, non-interest bearing and
not repayable within one year.

Certain banking facilities of the Group are subject to the
fulfilment of covenants relating to certain of the Group's
balance sheet ratios, as are commonly found in lending
arrangements with financial institutions. If the Group
were to breach the covenants, the drawn down facilities
would become payable on demand. The Group regularly
monitors its compliance with these covenants. Further
details of the Group’s management of liquidity risk are
set out in Note 3.1(c). As at 31 December 2015 and
2016, none of the covenants relating to the drawn down
facilities had been breached.

BEIEIAR AR iR 2016

SR ()
BEMERT -
2016 2015
HK$'000 HK$'000
BT BT
210,303 366,490
3,065 =
213,368 366,490

R-ZB—RE+-A=+—8 H17E
AR EMERAEE 210,303,000 =F
— R4 : B 366,490,000 7T ) LA ZB 15
HELTHERIWFERE BF - 78 -
JE Uy 22 4 K% R MR IR T8 I SR 1T 45 SR VE IR 9
(RHsx6 -7 13 16%17) - @&
EAEER LEAER  AAEELNE
HELAENESERBLHEA -

BB~ Bl SRR AR BOR MO B A B SR SR 4R
# 2MERTER—FAEE -

AEESFHRITEEAIBITEAEE
ETEEABHLEEBRNELOMBRR -
ZEHNEEANESREBERNEE
ZH - BEARBEERRZY - BIERRA
ERBEBERERREE - AEESTEH
ERZEZNMETER - AKBEER
REBESRAKRMNE—PFBHAM T
1)  RZZE—RFR-_ZFT—RFt+=

+—B - AEBEVEERERBEERE
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22

BORROWINGS (continued)

22

At 31 December 2015 and 2016, the Group’s borrowings

were repayable as follows:

BER(E)

R—_ZE—RHER-_ZT—X~FE+=-A
=t+—B AEEEZNERBEROT

Bank borrowings and

overdrafts Other loans
RITERREX HiEM
2016 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT IT BET T ST T
Within one year —&F R 274,393 454,032 - 537
Between one and two years —ZE —F R
(Note) (K1) 6,512 6,478 = =
Between two and five years —ZHFNX
(Note) (Hiaz) 20,491 3,295 56,357 56,615
Over five years (Note) BidREHE) 68,818 92,369 = =
370,214 556,174 56,357 57,152
Note: HtaE -

The amounts due are based on the schedule repayment dates set out in
the loan agreements and ignored the effect of any repayment on demand

clause.

Gross finance lease liabilities
— minimum lease payments:

Not later than one year

Later than one year and not later than
five years

Future finance charges on finance leases

Present value of finance lease liabilities

The present value of finance lease
liabilities is as follows:

Not later than one year

Later than one year and not later than
five years

MEHERAR
—REHEEMNK

THB—F

Bl —FENER
hF

MERELARKFBER

MEMERBZHRE

REHEAE
REWT

TEd—F

BE—FETER
R

A BMIRE R B TR EE B E

W A AR A BE B 2 SRIEE IR

2016
HK$'000
BETT

1,061

2,236

=47
e

2015
HK$'000
BT

3,297
(232)

3,065

954

2,111

3,065
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22 BORROWINGS (continued) 22 BR(E)
The effective interest rates at the end of the reporting RIBEHERNERFREDT -
period are as follows:
2016 2015

US$ RMB  EUR  HK$  USS RMB  EUR  HKS
X AR® ®x #n Xt ARR BT A%

Bank borrowings RITERN
and overdraft MiES 35% 13.4% 2.0% 2.4% 3.3% 4.4% 2.3% 2.2%
Finance lease liabilites REHEGE - - - 21% = = = =
The carrying amounts of the Group's borrowings are EEEFRMNIEESBUTIEK AE
denominated in the following currencies: fir:
2016 2015
HK$’000 HK$'000
BT T BT T
uss$ Y 245,733 426,461
RMB AR 3,600 8,854
HK'$ BIT 138,235 141,973
EUR BT 42,068 36,038
429,636 613,326
23 DEFERRED INCOME TAX 23 BEEREHR
The gross movement on the deferred income tax account EEFTSTIRE < S8 BEENT -
is as follows:
2016 2015
HK$'000 HK$'000
BETT BT T
At 1 January n—HA—H 47,909 54,346
Currency translation differences BEWIEH =5 (440) (938)
Consolidated income statement charge fE434& Bz x % (4,839) (5,499)
At 31 December R+—_A=+—H 42,630 47,909
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23

DEFERRED INCOME TAX (continued)

The movement in deferred income tax assets and
liabilities during the year, without taking into
consideration the offsetting of balances within the same

tax jurisdiction, is as follows:

23

IESE PGB (48

FRAEEMSEHREERAELZ
BEREER —EBHRR 2 EREH)

T

28 (54

Deferred income tax liabilities Others
WS 8B H A
2016 2015
HK$’'000 HK$'000
BET T PEHET T
At 1 January Rn—HA—H (1,177) (1,177)
Charged to the TEiRaEm R MR
consolidated income statement - -
At 31 December R+—_A=+—H (1,177) (1,177)
Decelerated tax
Deferred income tax assets depreciation Tax losses Total
EEFMBHEE AR IERE BB mE
2016 2015 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT A%Tr B¥Tr A%t B%Trn B%Tx
At 1 January w— H 1,554 1,628 47,532 53,895 49,086 55,523
Charged to the consolidated Pi R e il
income statement (1,214) (74) (5,425)  (4,839) (5,499)
Currency translation differences & #E[E ¥ =58 - - (938) (440) (938)
At 31 December WNt+=—A=1+—H 340 1,554 43,467 47,532 43,807 49,086
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23

DEFERRED INCOME TAX (continued)

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the
deferred income tax assets and liabilities relate to income
taxes levied by the same taxation authority. The following
amounts, determined after appropriate offsetting, are
shown in the consolidated balance sheet as assets/
liabilities not realisable/due within one year:

Deferred income tax assets EEMMSREE
Deferred income tax liabilities EEFTSHAE

Deferred income tax assets are recognised for tax
losses carry forwards to the extent that the realisation
of the related tax benefit through future taxable
profits is probable. The Group has unrecognised tax
losses of approximately HK$768,155,000 (2015:
HK$736,257,000), which certain amounts are subject
to approval from the Hong Kong Inland Revenue
Department. Tax losses of PRC subsidiaries have an
expiry period of five years, while tax losses of Hong Kong
subsidiaries have no expiry date. Tax losses can be carried
forward to offset future taxable income.

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprise
established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax
rate may be applied if there is a tax treaty between
Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5-10%.
The Group is therefore liable to withholding taxes on
dividends distributed by those subsidiaries and associates
established in Mainland China in respect of earnings
generated from 1 January 2008.

BRERERAR F2016

23

EEFREHR (&)

i A AR I MATHRN T EHE 58
BESRZHTEEE  UREREMRSE
MEEHRBELER -—RWERRBEER
FRREELE AR - At ABEEE
& TIeREFAEERBRANUT
AR —FNER BB\ EEAET
g -

2016 2015
HK$"000 HK$'000
BET T BETT
42,631 47,914
Q) (5)
42,630 47,909

FIEFSHEE T EEREHEF S
FBRRRERNENEE M EE 2
TRIBIERER - AEE B ARERBIBL B
#768,155,000 L (— T — 1 F : B
736,257,0007T) © RO HEFEEH
SR o P AR S 2 BB A 78
HiEBEmBART  MBEBKILZH B
AEMFEWER A - BB A
I EE AR R FE R BLUA o

REFFECEMSHRE  RPBEAM
PRI SNERE R ERINEREE TR
ZBRBABIKI0% BB - bt ER
—EENF-A-BARLERAR-F
ZLET A=+ BAURRZEN - i
REAMEINRREE B A RET
MR GRA - RIBE 2 BB XA
CHEA  RAKEME BRAREXS
5-10% ° Bt - AKREARERFER
WAL Z % BB AR KB & R R R
—EENF-A-HRELZAENMIK
T2 IR BRI -
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23

24

DEFERRED INCOME TAX (continued)

At 31 December 2016, no deferred income tax has
been recognised for withholding taxes that would be
payable on the unremitted earnings that are subject
to withholding taxes of the Group’s subsidiaries and
associates established in Mainland China. The aggregate
amount of temporary differences associated with
investments in subsidiaries and associates in Mainland
China for which deferred income tax liabilities have not
been recognised totalled approximately HK$4,290,000 at
31 December 2016 (2015: HK$35,159,000).

BILLS AND ACCOUNTS PAYABLE

The ageing analysis of bills and accounts payable is as
follows:

23

24

185 ()

R-ZE—RFE+-A=+—H  HEMR
7R [ A R B A b Ak ST 2 B B R B R B
N A Y AR BE H 2RI FE AN 2 TR AN A
RIEMRIEFTER o M AR ERELFTE
RagzrBEREMBAR KRB E A
ARETHZAAZEREZER -
—A"NE+-_A=+—HEHHAEBE
4,290,000 t(ZZE—HF : BB
35,159,0007T) °

N RE R ENIRE

ENREREMIREREDTOT

2016 2015

HK$'000 HK$'000

BT BT IT

Within three months =@AR 220,272 202,244
Over three months but within six months BE=EA MR EA 38 51
Over six months but within twelve months — #Bi@/NEA S M BB T (@A 523 560
Over twelve months Bet+ @A 19,656 19,547
240,489 222,402

The carrying amounts of the Group’s bills and accounts
payable are denominated in the following currencies:

Us$ X7
RMB AR
EUR BT
Others Efb

AEENENZRENMEMRENRDS
BT ESREN

2016 2015
HK$’000 HK$'000
BT T AT
124,601 196,590
20,724 21,492
95,164 4,311
- 9
240,489 222,402
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25 PROVISION FOR LAND RESTORATION AND 25
ENVIRONMENTAL COSTS

At 1 January m—A—H
Currency translation differences EHEL =58
At 31 December R+=—HA=+—H

The provision for land restoration and environmental
costs is in relation to the estimated costs of complying
with the Group’s obligations for land reclamation. These

B BHRME

T ERRBRERERE

2016 2015
HK$’000 HK$'000
BET T ST T
4,075 4,279
(271) (204)
3,804 4,075

THERMRERABRGEERAEE
HEEMEEHEBKAZ B o tEEK
ADREBEREBEERERAT - LB

costs are expected to be incurred on mine closure, which
are based on current mineral reserve estimates.

MRt AR EL -

26 OTHER INCOME AND NET GAINS/(LOSSES) 26 HtbWARKE (FE)FHE
2016 2015
HK$’000 HK$'000
BET T PEHET T
Fair value (losses)/gains on: NEE(ER), W
— financial assets at fair value —RATEEBEZTR
through profit or loss H TS & B (242) 419
— derivative financial instruments — TSR T A 1,923 -
Fair value losses on reclassification of At HEMKEERARE A
available-for-sale financial assets B N Rz A FEEE
to an associate - (66,428)
Interest income on: FIEMA -
— bank deposits —RITHER 177 191
— other receivables — HAth e IR 177 187
— due from associates —Hﬁ’ﬁ%’&ﬁjﬁﬁk 573 259
Dividend income s8I A 12 18
Dilution loss on an associate 6’#%’& AEEEE (5,985) =
Gains/(Losses) on disposal of property, Hj%ﬁf%% W MR 2
plant and equipment Wz, (BE) 2,995 (37)
Waiver of amount due to a related UL NSIEe SN
company - 21,565
Others HAth 4,657 2,407
4,287 (41,419)
BERIERAR AT F3R 2016
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27

28

EXPENSES BY NATURE

Expenses included in cost of sales, selling and distribution
expenses and general and administrative expenses are

analysed as follows:

Depreciation of property, plant and
equipment
— owned assets
— assets held under finance leases

Amortisation of prepaid operating
lease payments

Operating lease rentals

Employee benefit expense (including
directors’ emoluments) (Note 28)

Provision for impairment of accounts
receivable

Provision for impairment of deposits,
prepayments and other receivables

Provision for impairment of amounts
due from associates

Provision for inventories

Net exchange gains

Auditors’ remuneration

EMPLOYEE BENEFIT EXPENSE

Wages and salaries and other
termination benefit

Share options granted to directors
and employees

Pension costs — defined contribution
plans (Note (a))

Staff welfare

27 BRHEBEIENER

FIESHEMRA - SHERDHERAM—R
RITBRERRNERONAT

2016 2015
HK$'000 HK$'000
BET T PEHET T
ME - MR RERETE
—BEEBE 4,493 5,644
—-REHEEE 485 =
SEUNRS etk et
316 326
LEHERS 1,199 2,173
EERIMAX(BEESHE)
(K1e£28) 83,965 82,705
FE W IR TEOR (B B 1
- 3,668
& - BAIRREAMERGK
B B 38,424 52,184
BN B R OB RS
3,082 =
FEEE 2,271 900
ERz Rl (1,780) (4,127)
% EXEM BN 1,250 1,150
28 EEBEFBEX
2016 2015
HK$'000 HK$'000
BET T ST IT
HeTERBBME S
78,584 67,160
BRTEERIEENEIRE
= 9,467
RRAA — R kAT E
(Hiet(a)) 3,610 3,092
8 TEH 1,771 2,986
83,965 82,705
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28

EMPLOYEE BENEFIT EXPENSE (continued)

Note:

(a)

Pensions - defined contribution plans

The Group has arranged for its Hong Kong employees to
participate in a defined contribution retirement scheme (the
“Original Scheme”), which is managed by independently
administered funds. The Group’s monthly contributions are based
on 5% of employees’ monthly salaries. The employees are entitled
to receive 100% of the Group’s contribution and the accrued
interest thereon upon retirement or leaving the Group after
completing ten years of service or at a reduced scale of 30% to
90% after completing three to nine years of services.

For the Hong Kong employees employed after 1 December
2000, the Group has arranged for these employees to join the
Mandatory Provident Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent trustee. Under
the MPF Scheme, each of the Group and its employees make
monthly contributions to the scheme at 5% of the employees’
earnings as defined under the Mandatory Provident Fund
legislation. Prior to 1 June 2014, both the employer’s and the
employees’ contributions are subject to a maximum of HK$1,250
per month per employee. From 1 June 2014, both the employer’s
and the employees’ contributions are subject to a maximum of
HK$1,500 per month per employee.

As stipulated by the rules and regulations in Mainland China,
the Group contributes to state-sponsored retirement plans for its
employees in Mainland China. The Group contributes to retirement
plans at rates of approximately 14% to 22% of the basic salaries
of its employees in Mainland China, and has no further obligations
for the actual payment of pensions or post-retirement benefits.
The state-sponsored retirement plans are responsible for the entire
pension obligations payable to retired employees.

During the year, the aggregate amount of the Group's
contributions to the aforementioned schemes was approximately
HK$3,610,000 (2015: HK$3,092,000) without deduction of
forfeited contributions of the Original Scheme.

BEIEIAR AR iR 2016

28

EE &R

Hiat -

(a)

[ 435 )
(g /

BHRE - REMREE

AEEABTEREELH2ERBIESER
ZAEHRFORNEEI([[RETE]]) - XEET
AZHRIREE AFHS%E - RBIKK
EROR T FRBEERAKE  BEOARE
W2 E R B AR KR RS - TR =
ENFIRH RITTH230% =90 % LL FIULER -

AEEBA-TTTF+-A—HBABES
EBEZHSHERFMEATESTE([BEST
gl]) —EHBIETAEENRERKE
g - RIFRESEE - AEBKHEEESE
ARBARFIMEABRGOINETE - §AKE
BHEM5%ER - R=F—MEA—H
Al BEEREENSEHIESATEEES
FRE¥1,250T - BT —WF A —H
g BEEREENEEHREAREEEE
& A7%%1,5007T °

REBETEEIRE  AEEASHETEESS
HERAPRRARGE - AREREESER
RHLN4%E22%HER o BRFERZ R -
REE B AAE LM ERERS N RIERR
BENHOEE - BREPHNRINFTEIAEE
NEKEENZHBESERE -

RER - NEBEY Fillst 2EEHM L
BEH)E¥3,610,000C (=T — R F : B
3,092,0007T ) + 3 £ 0Bk R 5T 2 A9 08 U

=
e
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28

EMPLOYEE BENEFIT EXPENSE (continued)

Note: (continued)

(b)

Directors’ and chief executive’s emoluments

The remuneration of every director and the chief executive for the

year ended 31 December 2016 is set out below:

Name of director

ExpR

Executive directors

Mr. CHAN Shing (Note (i))
Ms. CHEUNG Kwan

Mr. SIT Hoi Tung

Mr. WEI Jia Fu

Mr. KWOK Wai Lam

Mr. SHAM Kai Man

Independent non-executive
directors

Mr. CUI Shu Ming

Mr. HUANG Shenglan (Note (v))

Mr. CHAN Ming Fai

HWITES
B ()
REZL
EERALE
REBLLE
PERELE
SRXEE

BUFNTES
EERRLE

EBERE(HEY)
RERBLE

28 EERAMEX(E)

Hiat - (&)

(b) EERSREEEHH
HE_Z—R"F+_A=+—HILEFE &
BERRITBEHNFMAT

Employer's
Salaries, contribution Employee
allowances Discretionary  to pension share option
Fees and benefits bonuses scheme benefit Total
& 2ER RGHEIN  EEBRE
ne B BEgRe EEHHR EH B
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000 HK$'000
BETT BT BETR BETT BETT BETT
- 6,335 443 266 - 7,044
- 3,960 - 21 - 3,981
- 3,100 250 143 - 3,493
- 2,400 - - - 2,400
- 2,310 250 107 - 2,667
- 2,192 550 101 - 2,843
444 - 35 - - 479
318 - 25 - - 343
318 - 25 - - 343
1,080 20,297 1,578 638 - 23,593
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28 EMPLOYEE BENEFIT EXPENSE (continued)

Note: (continued)

(b)

Directors’ and chief executive’s emoluments (continued)

The remuneration of every director and the chief executive for the

year ended 31 December 2015 is set out below:

Name of director

RS

Executive directors

Mr. CHAN Shing (Note (i))

Ms. CHEUNG Kwan (Note (ii))

Mr. SIT Hoi Tung

Mr. WEI Jia Fu (Note (iii)

Mr. KWOK Wai Lam

Mr. SHAM Kai Man

Ms. LAU Ting (Note (iv))

Ms. TUNG Pui Shan, Virginia
(Note (iv))

Independent non-executive
directors

Mr. CUI Shu Ming

Mr. HUANG Shenglan

Mr. CHAN Ming Fai

Mr. CHIANG Bun (Note (iv))

Notes:

HWITES

B ()
RELRL (M)
EERAL
KB i)
PEREL
SRXELE

Bl (M)
Bt (M)

BIKHTES

EERRL
BEBELL
REAELE
Bt (Mt ()

(i) The chief executive of the Company is Mr. CHAN Shing,
who is also one of the executive directors of the Company.

(ii) Appointed on 27 November 2015.

(i) Appointed on 10 December 2015.

(iv) Resigned on 2 July 2015.

28 EEEFAX(E)

Bzt - (&)

(b) EBEREREEBHME)
BHE-_T—AF+-_A=+-—BLFE" ' &8
BEERITBAHNTMNOT

Employer's
Salaries, contribution Employee
allowances  Discretionary to pension  share option
Fees  and benefits bonuses scheme benefit Total
e RER RNGHEI  EERRE
e & miE%e EFHEHR gl BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BETT BETT BETT BT
- 6,306 - 263 155 6,724
- 374 - - - 374
- 2,960 200 136 758 4,054
= 142 = = = 142
- 2,105 200 97 758 3,160
- 2,065 400 95 758 3,318
- 2,434 - 112 85 2,631
- 1,028 100 48 416 1,592
430 - 36 - 155 621
307 - 25 - 155 487
307 - 25 - 155 487
92 - 20 - - 112
1,136 17,414 1,006 751 3,395 23,702
Wizt :
(i) RRBZATREH BB EE - TR
RRBZHITERZ — -
(i) RIEBE-AF+-—HA-t+tHEE-
(i) HRZZE-—AF+=-A+BEE-
(ivy, RZZE—AFtAZHBE-
(v) RZE—+tF=A=HAERIEHNT

(v) Re-designated as non-executive director on 3 March 2017.

HpEARAR 32016
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28

29

EMPLOYEE BENEFIT EXPENSE (continued)

Note: (continued)

(o) Five highest paid individuals

The five individuals whose emoluments were the highest in the
Group for the year include four (2015: four) directors whose
emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining highest paid individual (a
past director) for the years ended 31 December 2015 and 2016 are

as follows:

Salaries, allowance and benefits
Employer’s contributions to pension scheme
Employee share option benefit

e 2R RAEM
RIRET 8RR = H5K

BB RA

For the years ended 31 December 2015 and 2016, no payments
had been made by the Group to the directors or the highest paid

individual in respect of inducement to join

or compensation for

loss of office, and no directors or the highest paid individual

waived any of the emoluments.

FINANCE COSTS

Interest on:
— bank borrowings
— finance lease liabilities

%lj /%\ ¢
—RITER

—REMERE

28

29
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BEEFBZ(E)

Hret - (&)

() IHUBSHFMAL

AFEEEESTMORCA T R2ENA
—T—hHF : Of)ES - thfRFEE L
NERODMARME -HE-T—RAFR=
T-RE+A=+—ALFE #H T

BEeHAT(BBEES)NEHMOT :
2016 2015
HK$'000 HK$'000
BT BET T
5,216 4,844
224 223
= 155
5,440 5,222
BHE-_Z—AFEKR=Z—R"F+=ZA=1+—
BIEFE - A5 B EE kB E m
MESSHEEHFATIARE  BHEESEN

REHATHREREEE
S -§2%:N

2016 2015
HK$’000 HK$'000
BT T BT
13,151 20,243
118 11
13,269 20,254
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30

INCOME TAX EXPENSE

The Company is exempted from taxation in Bermuda
until 2035. The Company’s subsidiaries established in
the British Virgin Islands are exempted from British Virgin
Islands income taxes. Hong Kong profits tax has been
provided at the rate of 16.5% (2015: 16.5%) on the
estimated assessable profit arising in or derived from
Hong Kong for the year. Subsidiaries of the Group in
Mainland China are subject to Mainland China enterprise
income tax of 25% (2015: 25%) on their taxable income
determined according to Mainland China tax laws.
Taxation on other overseas profits has been calculated on
the estimated assessable profit for the year at the rates
of taxation prevailing in the countries in which the Group
operates.

No provision for Hong Kong profits tax has been made as
the Group had no assessable profit arising in or derived
from Hong Kong for the year ended 31 December 2016
(2015: Nil).

RERIA
—REIIA
—BIMIHIR

Current tax:
— Mainland China taxation
— Overseas taxation

IARTFEREE
— R EA
—BSNRIA

Adjustments in respect of prior years:
— Mainland China taxation
— Overseas taxation

Deferred tax:
Origination and reversal of temporary
differences

EFERIA

PRSH

Income tax expense

BEIEIAR AR iR 2016

30

ERERNELRED

Frie i< i

ARARA RHEREREBEEE_T=-H
FoRNEBELBEESNLZHWERRR
RERBREIZEEER - BAFEMH
RAFEEAELERNREEENEERN
BRZ2165%(—F—FHF : 16.5% ) &
& REFERPEZHBARBHZF
Bl XS - BPEFAETERE
Fif8225%(—F—HR4E : 25%):tE -
Hip/§INEF 2 HBECRIEGTFERE
RBAEMNERAEELEEBRAR 2RT
TRETE -

BHE_ZT—R"F+-_A=+—RHI*%F
B BAAKEVEELSSRATBNE
REAF - MBEEFNESHLARE(Z
T—RF &)

2016 2015
HK$'000 HK$'000
BETT AT
234 427
1,899 301
2,133 728
36 71
(280) -
(244) 71
4,839 5,499
6,728 6,298
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30

INCOME TAX EXPENSE (continued)

The tax on the Group’s loss before income tax differs
from the theoretical amount that would arise using the

30 FrEBiXH (&)

AEEBRRAAEHRATERZ HBER
ERAARRARALEARZHEMAEZ

tax rate of the home country of the Company as follows: BrpiiBa s ZFIMT
2016 2015
HK$’'000 HK$'000
BET T BT
Loss before income tax bR ER1SH AT ES 18 222,766 (166,720)
Calculated at a tax rate of 16.5% B E16.5%
(2015: 16.5%) (ZZ—H%F :16.5%)5t & (36,756) (27,509)
Effect of different taxation rates HEMERNEH R 2 &
in other countries (1,814) (4,856)
Income not subject to taxation EAARM 2 A (11,972) (422)
Expenses not deductible for PRI 2 %
taxation purposes 33,296 28,866
Utilisation of previously unrecognised {52 FB LA BT R HER T 18
tax losses = 61)
Tax losses for which no deferred REREEMSHEE
income tax assets was recognised R o= 8,905 4,631
Recognition of previously unrecognised #32LA Bl A FER
deferred tax assets BIEMBHEE = 1,154
Adjustments in respect of prior years  LARTEE FHE (244) 71
Others HAith 15,313 4,424
Tax expense MEX 6,728 6,298
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Notes to the Consolidated Financial Statements %7
31 (LOSS)/EARNINGS PER SHARE 31 HSR(ER) ZF

Basic and diluted (loss)/earnings per share are calculated

FREAREF(EER) B 7FE'<TJ‘5¢’A

by dividing the (loss)/profit attributable to owners of the AEREAEAEWGE(SE) BA
Company by the weighted average number of ordinary AFAE BT EBARRINEFHE R ‘+
shares in issue during the year. o
2016 2015
HK$'000 HK$’000
BT T BT
Loss from continuing operations KRR IFE AEIGR
attributable to owners of the BRIBCEEBER
Company (HK$'000) (BT T) (209,464) (151,760)
Profit from discontinued operations KRA)EZEHE AEMGK
attributable to owners of the BERIEESEBRN
Company (HK$'000) (BT IL) 1,568 28,307
Loss attributable to owners of RARERIFE ARG
the Company (HK$'000) ERE(EEBTT) (207,896) (123,453)
Weighted average number of BB T AR A N
ordinary shares in issue (thousands) & (F&H) 5,044,487 4,797,044
Basic and diluted (loss)/earnings EFREARR#E(EE),/
per share (HK cents) A GBI
From continuing operations T [ A AR AL R (4.15) (3.16)
From discontinued operations KB BRI ST 0.03 0.59
(4.12) (2.57)
The outstanding share options during the years ended HE-ZZT—AR=-_Z—~"F+=A

31 December 2015 and 31 December 2016 have an anti-
dilutive effect on the basic (loss)/earnings per share.

=t— Etifmrﬁﬂifﬂiﬁ’ﬂﬁﬁﬁﬁgﬁ
FREA(BR) BANFEREEE

ﬁﬁ o
32 DIVIDENDS 32 RE
The directors do not recommend the payment of a final EERTEABE_ZTE—X~E+= ﬂ
dividend for the year ended 31 December 2016 (2015: =t HLEFERTRARE(ZE
Nil). —hFE) e
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33

B BHRME

NOTES TO THE CONSOLIDATED STATEMENT OF 33 #HZ&8BELRERWE
CASH FLOWS
(a) Cash (used in)/generated from operations (a) ®E(FFA) EENRS
2016 2015
HK$'000 HK$'000
BETT BETT
Loss for the year FEEE (214,364) (131,133)
Adjustments for: HE
- Tax —HA 9,520 20,765
- Depreciation of property, plant and equipment ~ —#1% « BERRETE 4,978 5,644
- Amortisation — B 316 326
— Property, plant and equipment impairment -MF  HERZERE
charge 10,214 13,729
~ Gain on disposal of subsidiaries —HEMRBARER (10,699) =
~ (Gains)/Losses on disposal of property, plant —HENE  BERREZ
and equipment (BR) /B8 (3,030) 76
- Dilution loss on associate -BEARBEER 5,985 =
— Share option expenses — BB = 9,467
- Fair value gains on investment properties —REMENDNTFENE (95) (11,658)
- Fair value losses/(gains) on financial assets at — AT EEBERTIRL
fair value through profit or loss HBEE AT ERS 242 (419)
— Fair value losses on derivative financial —TAELRmIAVATESSE
instruments (1,923) -
— Fair value losses on reclassification of available- ARHENBEERRA
for-sale financial assets to an associate BENT 2 ATEER - 66,428
- Dividends received from financial assets at fair —WBRATERBRR
value through profit or loss BNRE B B ER S (12) (18)
~ Waiver of amount due to a related company - REBENRIFUERE - (21,565)
- Interest income —FIEHA (2,160) (912)
~ Finance costs —EEKA 15,489 28,547
— Share of losses/(profits) of associates —FriEBE ARER/ (BF) 15,489 (259)
— Share of losses of joint ventures -FiibaELEER 52 -
— Provision for impairment of investment in ~BRNARERE
an associate 55,876 -
— Provision for impairment of accounts receivable  — EWUIRIE B B = 3,668
— Provision for impairment of deposits, —&%  BRFRAMELK
prepayments and other receivables RERE 38,424 52,184
~ Provision for amounts due from associates —BENRIRTBE 3,082 -
~ Provision for inventories —FERE 2,271 900
— Effect of foreign exchange rate changes —INEEXEH I YE 2,498 (517)
(67,847) 35,253
Changes in working capital: BEGER
— Inventories T_ (25,782) (15,907)
- Bills and accounts receivable - EUREE R ERIRR 50,858 572,065
— Deposits, prepayments and other - BRER
receivables H R 1,713 7,770
— Due from joint ventures ’\**“TK (35) -
- Bills and accounts payable —ERREREMRE 18,029 (206,748)
- Other payables and accruals —EfREIRERETER (25,499) (15,868)
- Due to an associate — REEARFE 62 -
Cash (used in)/generated from operations BE(FA)/EENES (48,501) 376,565
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33

34

RERERERMEE)

RERBEEEMERD T
2016 2015
HK$’000 HK$'000
BET T AETIT
84,299 347,982
- 19,416
84,299 367,398
(12,574) (89)
(11,159) (26,561)
60,566 340,748

MEREREBRERAA([HEER

NOTES TO THE CONSOLIDATED STATEMENT OF 33
CASH FLOWS (continued)
(b) Analysis of the balances of cash and cash (b)
equivalents
Cash and cash equivalents for MEERERERME -
the purpose of the consolidated BEeRRSZEYWWT
statement of cash flows:
Continuing operations RS SR
Cash at bank and on hand RITREFRE
Discontinued operations BRI & E
Cash at bank and on hand RITREFRE
Less: Pledged bank balances B MR ITAERR
Bank overdrafts BITHEX
Cash and cash equivalents ReERREFED
LITIGATION 34 R
(a) China Land Holdings International Limited (“CL (a)

Holdings”) in the progress of Winding Up

CL Holdings, an associated company of the
Company, had on 13 October 2016 been served
with a winding-up petition against CL Holdings by
Classic Star Investments Limited (“Classic Star”)
in connection with an outstanding amount of
approximately HK$16 million which Classic Star had
alleged due and payable by CL Holdings. On 14
December 2016, a winding up order was issued to
CL Holdings by the High Court of Hong Kong.

CL Holdings is a company incorporated in Hong
Kong and its nature of business is investment
holding. CL Holdings owes the outstanding debt
of approximately HK$32 million to the Group as at
the date of this report, the Company has sought
for legal advice to contest the claims on it. A proof
of debt was presented to the Official Receiver and
the liquidator in accordance with the Companies
(Winding Up and Miscellaneous Provisions)
Ordinance and Companies (Winding-up) Rules.

BRERERAR F2016

B 1)

ARaliE RaHMBEKRR =
T —NF+ A+ =B Classic
Star Investments Limited ([ Classic
Star]) A1 7 B BR 4R (B B 3T S X
B2 e % f<f Classic Star®| 2R~ FE
REEX ABE1,6008THEEE
e _E—R"F+—A+HmHE &
VoA SN AR ek danbig-d
/3\ o

BB KRB A M
DA HEBHERITEZER - R
RiE B - BB R ARERR
EEBLB3,20087T - AA A
ESREEERRUIELRER R
BAF OB KRR GO G R A
AOER)RAMBEEEEEERR
ERARREEER -
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34

LITIGATION (continued)

(b)

Legal Proceedings in Hong Kong in relation to
BCHL

On 4 November 2016, Burwill Commercial Holdings
Limited (“BCHL"), a wholly-owned subsidiary of the
Company, as plaintiff issued a writ of summons in
the High Court of Hong Kong against Charm Best
Investments Inc. (“Charm Best”) and Mr. IP Kwok
Kin (“Mr. IP") as defendants (“HCA 2895/2016").

On 18 November 2016, Mr. IP and Charm Best
issued a writ of summons in the High Court of Hong
Kong against, inter alias, BCHL and CLA ("HCA
3015/2016").

On 6 January 2017, the Court queried the need
for the plaintiffs in HCA 3015/2016 (Mr. IP and
Charm Best), to issue such legal action and then
on 6 February 2017, the Court directed the
plaintiffs in HCA 3015/2016 to proceed by way of a
counterclaim under HCA 2895/2016. A Statement
of Claim (the “Claim”) under the action of HCA
2895/2016 was filed by BCHL on 13 February 2017
which was subsequently amended and filed on 9
March 2017. As at the date of this report, the dates
of trial of HCA 2895/2016 and HCA 3015/2016
have not been fixed.

BCHL made the Claim for, inter alia, the declaration
that BCHL validly exercised its rights under the deed
of share charge dated 13 September 2016 (the
“"Deed”). BCHL's position is that it has exercised its
rights under the Deed to, inter alia, take over the
55% charged shares in CLA (the “Charged Shares”)
on 14 October 2016. As a result, Charm Best was
no longer the shareholder of CLA and Mr. IP was
no longer a director of CLA. The Charged Shares
have been transferred to the Group’s wholly-owned
subsidiary, Double Honour Enterprises Limited,
which holds the Charged Shares on trust as a
nominee.

CLA currently holds 69% interests in Yangzhou
Times Square and 100% interests in Wuxi Sunshine
Plaza.

34

REBEBEREENEEFD

—ZET—ARF+—AWNH  ARQFE
BB AREREEHERRA
ABEEREDERREARS
7= F AT M4 &5 A Charm Best
Investments Inc. ([ Charm Best |)
MERRGEA([EXEDBERE
MSAR(THCA 2895/2016]) »

—T—RF+—A+1\B EE4&
K Charm BestiN &8 i@ & /AR [A)
(BERBEEREERNABEES
BAR(ITHAEE])BHHEMS
AR (THCA 3015/2016]) °

—_E—+tF—AXNBERE
5 HCA 3015/2016 R & A ( #
% 4 K Charm Best ) & H HCA
30152016 AR FRMEFE + H
BR-—E—+E = ANAERE
4 HCA 3015/2016 R & A & &
HCA 2895/2016FI B R H R - B
BEEER_E—+E=_A+=
B %= 4 HCA 2895/2016 7 A&
PR E([HR])FR - &£IEF]H
ZRMENREN -_ZE—+F=A
NATFER - RAREHH - HCA
2895/2016 FZHCA 3015/2016%
HERIRHEE -

BERRFEFLFRENAB(ETE
B)BREREEARITEEE
MAT_E-—RFALAT=BEK
MERZE(TRIE]) - BREE
TEZEEN(ERER)N_-F
—RNFTHTMNBEEE T55%#H
BEEBRKRD ([EMKkH ) -
Charm BestB it N BB EE
BRRMELETTBRFTABEEE
F o BEHROHEETARER T EM
& A "]Double Honour Enterprises
Limited ER I AUEFEE AR

% o
575 TS A 69% 5 M B 1

1o
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34

LITIGATION (continued)

(c)

Legal Proceedings in the PRC in relation to 35
REBEERLAT and EERSBWEFRAA

The Company has been provided with a writ dated
16 June 2015 (“Writ”) filed with the Shandong
Province Yantai City Intermediate People’s Court
of the People’s Republic of China (“PRC") under
which an individual (“Plaintiff”) alleged that he is
the beneficial owner of 50% of the equity interest
in #FEHEEEEABBR LA (“Allegation”) and that
EEREEEABR LA holds such 50% equity
interest in HIGRBEEBR AT ("HF5%HEE 50%
equity interest”) as nominee for the Plaintiff. In
the Writ, 35 EZE %GR A5 has been named
as defendant. In the interim, as a result of the
Allegation, the Shangdong Province Yantai City
Intermediate People’s Court of the PRC has imposed
a freezing order in respect of 35% equity interest
in PG EEBEARAA held by SEEEREES
[RA7F] (the “Freezing Order”). The frozen equity
interest will be restricted from transfer or pledge
during the existence of the Freezing Order but the
operations of #[5ZEEBHEEFR 2R will not be
hindered by the imposition of the Freezing Order.
The trial of the Allegation was held in August 2016
that the Plaintiff lost a lawsuit and the judgement
was received in the early 2017 that 5 RETEEAR
fR 2 7] was not liable to any claim and the Plaintiff
alleged that he owned ##[5% % 50% equity
interest was not in fact. The Plaintiff has already
served a notice of appeal to the judgement but the
date of trial for appeal has not been fixed.

For the above cases, the directors of the Company
have assessed those cases and believed that there
would not be a material impact to the financial
position of the Group.

BEIEIAR AR iR 2016
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WA ()

P

b

AFERBREEBWERRL T
BEERBMEARARMNEER

g &

o,
>

AARWEERFEARLFEH
(TFREDILREEETmFHRAR
ERERBSMAZE—RENA
+RBZRFE([RFS]) £
FERE—BEA(NRERES]) EHE
HAERBRGRERBEGRAA
50% % E([%ER])  mMESH
EEEXEERAAEEARE ZR
BAANRERBERGREEEER
N F)50% I ([ 5 5 R E50% I
)  RIGRBBREBRLAA
RFEAN S o BIE - REILE
LlEEMHHEARERERZER
ERLEHEERBREGRAA
FiFHEREEEFRAR35%
BEESH([ZEH]) - HEH2
RIEREZE T BABWE FEE
SER - AT HSRBREERR
DRz ARLE BTN SR ZEHT
2o ZIEBMBHERZ—REN
R8T HRRERF  R=F
—EFREHRIEH SR ERE
BRABRTEAEEMESE - MR
EIETEEA RIS R ES0% RET
KA > BRIBEEEHMER EFR - M
R B R RN o

B B RN - BARRESFHE
% - BERTHAKENMBIRR
BEEATE -
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35

COMMITMENTS AND CONTINGENT LIABILITIES

(a)

(b)

Operating lease commitments — where the
Group is the lessee

At 31 December 2016, the Group had future
aggregate minimum lease payments under non-
cancellable operating leases as follows:

BB
—

Not later than one year

Later than one year and not
later than five years

Over five years

HB@h s

Operating leases — where the Group is the
lessor

The Group leases its investment properties
transferred to the assets of disposal group classified
as assets held for sale (Note 18) under operating
lease arrangements.

At 31 December 2016, the Group had future
minimum lease payments receivable under non-
cancellable operating leases as follows:

A
B

Not later than one year
Later than one year and not
later than five years

Contingent-based rents recognised in the
consolidated income statement were approximately
HK$799,000 (2015: HK$3,287,000).

35

BAEBBRF

BAEBBERF

AERIRERE

(a)

(b)

Burwill Holdings Limited Annual Report 2016

EEHEAR -FREREEA

NR-ZEBE—NRE+-A=1+—0H &
ERENAHE 2 EHEMN R
Rtz ZIRAENTBZENT

2016 2015
HK$’000 HK$'000
BWT T AT
2,944 6,099
4,950 14,390
7.520 9,276
15,414 29,765

EEHE-ZFRER/HEA

AEBENGEHEERALEE S
REESEEENKREDE(ME
18) °

RZF-—XR"FE+=-ZA=+—H &
SEREMAIBHENZSEREM
AR RER 2 S XA & F R AR
™

2016 2015
HK$’000 HK$'000
BT AETIT
- 33,115
- 36,320
- 69,435

REEBRRERNRABESOE
B #799,000L(ZE—HF B
#3,287,0007T) °
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35

36

COMMITMENTS AND CONTINGENT LIABILITIES 35
(continued)
(c) Financial guarantees

Guarantees given to banks REBYEEEE

(d)

for mortgage facilities granted
to the buyers of the Group’s
properties

ZHER

In the opinion of the directors, no material liabilities
will arise from the above guarantees which arise in
the ordinary course of business and the fair value
of the financial guarantees granted by the Group is
immaterial.

Contingent liabilities

At 31 December 2015, the Group’s contingent
liabilities relating to Mainland China land
appreciation tax amounted to approximately
HK$29,480,000.

CHARGE ON ASSETS

At 31 December 2016, the following assets were
pledged:

(a)

Certain leasehold land, land use rights and
buildings with a net book amount of approximately
HK$69,884,000 (2015: HK$72,884,000);

Certain motor vehicles with a net book amount of
approximately HK$3,755,000 (2015: Nil);

Certain bank balances of approximately
HK$12,574,000 (2015: HK$89,000);

Certain bills and accounts receivable of
approximately HK$76,520,000 (2015:
HK$88,086,000); and

Certain inventories of approximately
HK$15,917,000 (2015: HK$28,701,000).

BEIEIAR AR iR 2016

36

AERIREE(E)

(c)

BEERMARTER

(d)

B R
2016 2015
HK$°000 HK$'000
BET T AT
- 90

EERA LREFRN—REKB
BRPTEEATAAE  MAKHE
PR IS HE R 2 D FEEDK -

RREE

R-BE—RE+-_A=+—H =&«
EEBBATE T HIZERNIAE
B4 #29,480,0007T °

EERR

n=

E-—RE+ZA=+—H UTE

EDTHEE

(a)

HHFE L - LiFERENRET
IR T {8 478 #69,884,0007T ( —
T —F4F : #172,884,0007T)

BHm R BERTSFEEY B E
3,755,000t (=& —HF : #) :

210 SR 17 45 82 4975 12,574,000
TT(=Z— R4 : E%89,0007T) :

B 1 FE Ue 22 45 K JE UK bR TE 49 78 B
76,520,000 ( —FE— R4 : B
88,086,0007T) : &

D TE B X 7B % 15,917,0007T (=
T4 : BH28,701,0007T) ©
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37

DISPOSAL OF SUBSIDIARIES

As disclosed in note 18 to the consolidated financial
statements, on 23 March 2016, the Group completed the
disposal of its subsidiary, BCPL, to CLA, a 45% owned

associate of the Group.

The assets and liabilities arising from the disposal

are as follows:

Leasehold land and land use rights
Property, plant and equipment
Investment properties

Investment in associates

Deferred income tax assets
Deposits, prepayments and other receivables
Cash and bank balances

Other assets

Borrowings

Other payables and accruals
Deferred income tax liabilities
Other liabilities

Non-controllings interests

Net assets of subsidiaries

Details of sales proceeds and gain on disposal are as

follows:

Consideration
Fair value of the retained 45%
equity interest in an associate
Net assets disposed of
Release of reserve
Cost directly attributable to the disposal

Gain on disposal of subsidiaries

37 HEKWBATA
MERA B ERRMFI18FTH, - N =F
—RNE=A=Z+=8 ' £B=KAFS
BE(BEEHRAHEASBES ZBE D
A HEEKI B A RBCPL °
ZHENBARBEEBRUT:
2016
HK$'000
BET T
HELTH N TP AR 946
P2 - R KRR 12,689
EYE 1,025,750
B &N TR E 3,855
BEFTISHEE 832
e - AR E b UK 7,039
e RIRITAR 28,351
HEt&EE 85,002
B (119,438)
EfhETIRIE M BT E A (36,864)
FEIEFEHAE (210,392)
HEmaE (21,053)
FEVERR R (234,007)
WEBARFEE 542,710
FrESREREERSEBROT:
2016
HK$'000
BET T
KE 292,024
R —REEE R RR B 845%

f& A HE 25 A B 217,561
HEMNEEFE (542,710)
1 1 [0 7% 45,861
RN (2,037)
HE B QR 2 Wk 10,699
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37 DISPOSAL OF SUBSIDIARIES (continued) 37 HENRELRGE)
Proceeds on disposal of the subsidiary are as HERBARKRBERMDT:
follows:
2016
HK$'000
BET T
Proceeds received in previous year VA RT 6 [ W B ) U 2 68,750
Proceeds received during the year NEE B E WS AU Es 142,628
Proceeds receivable i & FE IR AR 3R 78,520
Net exchange gain G 2,126
292,024
Net cash inflow arising on disposal: HEEENBESREFE
2016
HK$'000
BET T
Proceeds received in cash during the year REZEHEWI RS K 66,667
Cost directly attributable to the disposal HE R A (408)
Cash and bank balances disposed of HEMNE & RIBITER (28,351)
37,908
38 RELATED PARTY TRANSACTIONS 38 BELXRS
Saved as disclosed elsewhere in these consolidated BRere U BREREMIEDIREIN - K
financial statements, the Group had the following EERBE_T—RF+-HA=+—H
material related party transactions for the year ended 31 EFEERETUTEREREALTR
December 2016: 2
(a) Related party transactions which were carried (a) BEE—REBERATETZHAE
out in the normal course of the Group’s FREWMT :
business are as follows:
2016 2015
HK$'000 HK$'000
BT T PR T T
Rental income received from an G HWNSIVE AL N
associate 978 5,553
Service income received from an B U & A B AR A A
associate 173 863
Interest income received from EECIUNEIFIISR N
associates 501 357
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38

RELATED PARTY TRANSACTIONS (continued) 38

(a)

(b)

(c)

Related party transactions which were carried
out in the normal course of the Group’s

business are as follows: (continued)

These related party transactions did not constitute
connected transactions or continuing connected
transactions as defined in Chapter 14A of the Rules
Governing the Listing of Securities on the Stock

Exchange.

Compensation to key management personnel

Wages and salaries
Pension costs —
defined contribution plans
Staff welfare
Employee share option benefits

Corporate guarantees

Guarantees for general banking
facilities granted to an associate
Guarantees for loan facilities granted

to an associate

FeI1H&
RIRER AR —
REHRNETE
BTEH
12 B B AR it 7

BELXRS(E.

(a) BREE-REERRTETZHE

FRBWMT @ (&)

RIEEE X P8 7 £ R RIS 14A
B WEREN RS TEWAR S

BRGHRFFEMERLS °

(b) FEEBAEME

REERRRITREEH

ZHER

REERRERRMEEH

ZHER

In the opinion of the directors, no material liabilities
will arise from the above guarantees which arose in
the ordinary course of business and the fair value of
the corporate guarantees granted by the Group is

immaterial.

2016 2015
HK$’000 HK$'000
BET T AT
22,376 18,956
638 751
579 600
- 3,395
23,593 23,702
() 2RTAER
2016 2015
HK$’000 HK$'000
BT AT
- 455,357
- 11,160
- 466,517

EERB  LAERN—REHKB
BRTEELEARE  MAKHE
PrEE i R RIER 2 AT BB -
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39

BALANCE SHEET AND RESERVE MOVEMENT OF THE 39 ZARAFWNEEEEEREEZSE

COMPANY
Balance sheet of the Company as at 31 December R-BE—RE+ZA=+—HZAEXLQH
2016 NEEAEBR
2016 2015
HK$'000 HK$'000
BT T BT
ASSETS BE
Non-current assets ERBEE
Investments in subsidiaries MEBARREA 74,958 75,566
Due from subsidiaries N EINEIDNES 503,571 558,571
Club debentures eHEEL 90 90
Total non-current assets BIEREEE 578,619 634,227
Current assets REEE
Financial assets at fair value through BAF EE BB
profit or loss H R e B S A E 485 707
Deposits, prepayments and R - TAN R E M YR
other receivables 1,104 2,254
Due from subsidiaries NEINEIVES 258,550 626,105
Due from associates ) NI 91,788 -
Cash and bank balances Be MIRTTH % 1,227 719
Total current assets BRENEE 353,154 629,785
Total assets HMEE 931,773 1,264,012
EQUITIES =
Equities attributable to owners ERATEREEABGEER
of the Company
Share capital % 501,656 506,436
Other reserves (Note) Hi & (f ) 1,090,906 1,118,847
Accumulated losses (Note) 2:tEE (A1) (664,658) (542,519)
Total equity B 927,904 1,082,764
LIABILITIES afE
Current liabilities REBEE
Due to subsidiaries =N R 1,015 113,583
Other payables and accruals H b FE A IR TE K B AT 2,854 67,665
Total liabilities FEN=RE 3,869 181,248
Total equity and liabilities vrEmNaE 931,773 1,264,012
Net current assets REBEEFE 349,285 448,537
Total assets less current liabilities HEERREBAESE 927,904 1,082,764
The balance sheet of the Company was approved by the WEEBBRER=-_Z—tF=A
Board of Directors on 31 March 2017 and were signed on =—t+—HE=E %%Tﬁt’& WETH AL
its behalf by: RAEFEE
CHAN SHING KWOK WAI LAM
377 EBE K
Chairman Director
FE 2

BRZEIRBRAR F# 2016
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39

40

BALANCE SHEET AND RESERVE MOVEMENT OF THE
COMPANY (continued)

Note:

Reserves movement of the Company

39

B BHRME

ARANREAERREEZBE(2)

Bzt - ARAEZS

Retained
Capital Share-based profits/
Share  redemption  Contributed compensation (Accumulated
premium reserve surplus reserve losses) Total
EAREH RSB RAF RERA,/
R EE i BABH ZHERE (RatE8) k]
HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$000
BT BETR BETR BETT BETT BETR
At 1 January 2015 R-Z-14-F-H 735,411 12,037 228,004 18,173 (493,680) 499,945
Loss for the year FEBR - - - - (48,839) (48,839)
Repurchase of shares el G (6,768) - - - - (6,768)
Issue of shares BIRG 53,550 - - - - 53,550
Issue of consideration shares BIRBRG 59,087 - - - - 59,087
Share issue expenses RAETX (414) = = = = (414)
Employee share option scheme: EEBRE:E
—value of employee services —EEMRBER - - - 9,467 - 9,467
- share options exercised —{T{ERERE 16,480 - - (6,180) - 10,300
At 31 December 2015 R-F-1%
+-A=+-AR 857,346 12,037 228,004 21,460 (542,519) 576,328
At 1 January 2016 R-Z-A5—F-H 857,346 12,037 228,004 21,460 (542,519) 576,328
Loss for the year FEER - - - - (143,599) (143,599)
Repurchase of shares BB (6,481) - - - - (6,481)
Release upon lapse of share option TR S S 2 ] - - - (21,460) 21,460 -
At 31 December 2016 RZB—~E
=A== 850,865 12,037 228,004 = (664,658) 426,48
EVENTS AFTER THE REPORTING PERIOD 40 HHEHBAEREHE
(@ On 8 February 2017, Burwill and Company (@ —E—+t&F-_BANH  Anaz
Limited (as vendor), a wholly-owned subsidiary & Bff B 2 7]Burwill and Company
of the Company, the Company (as guarantor) Limited({’ﬁﬁ%ﬁ) c m@ﬁj(f’ﬁﬁ
and Huge Mark International Holdings Limited AR ) 8% A B BR HxﬁﬁEQT
(as purchaser) entered into a conditional sale (ERBER)E uTEIHﬂF%_i
and purchase agreement dated 8 February 2017, FZANBNEBRGEER TR TIE
pursuant to which Burwill and Company Limited Ilt » Burwill and Company Limited
has conditionally agreed to sell and Huge Mark ﬁ{lﬂ#iﬁﬂ - & I B R KRB
International Holdings Limited has conditionally AR A Tﬁﬂ%fﬁﬁmlﬁ%ﬁ%jﬁ
agreed to acquire the entire issued share capital of Burwill Steel Company Limited
Burwill Steel Company Limited at a consideration of LEHEBTRE  RE/SE
HK$97,000,000. Details of the above disposal were 97,000,0007T ° E#t it & 2 515
set out in the Company’s announcement dated 8 Eﬁ'ﬁ%@ﬁ\fg R )EU\EIZIK’A
February 2017. N T
(b) On 20 March 2017, Yinmain Industrial Limited, by ZE—tF=ZA=+H " ARH

a wholly-owned subsidiary of the Company,
and Gold Merit Ventures Limited entered into
the provisional agreement for sale and purchase
dated 20 March 2017, pursuant to which Yinmain
Industrial Limited will sell, and Gold Merit Ventures
Limited will acquire, the property located at Unit
1402, Office Tower, Convention Plaza, 1 Harbour
Road, Wanchai, Hong Kong for a consideration
of HK$265,192,500. Details of the above
property disposal were set out in the Company’s
announcement dated 20 March 2017.

2EMBLAREEEEARAF
B Gold Merit Ventures Limited
B —_T—tF=ZA=-_THmR

KREEWE Bt  EREHE
AR A7 E I B Gold Merit
Ventures Limited# 8 B i A& /5
BB EEIReRRERSHA
REBI4NRENME  REABSK
265,192,5007T ° Lt%%ﬁjﬁz
Ed E’i‘J%CE" —t&F=A=+
BAR ﬁ‘ﬁW °
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Five Years’ Financial Summary 1 F 8=

The results, assets and liabilities of the Group for the last five

financial years are as follows:

Results

Revenue

Continuing operations

Discontinued operations

(Loss)/Profit attributable to
owners of the Company
arises from:

Continuing operations
Discontinued operations

(Loss)/Profit attributable to
Non-controlling interests

(Loss)/Profit for the year

Assets and liabilities

Non-current assets
Current assets

Total assets

Non-current liabilities
Current liabilities

Total liabilities

Total equity

£
LN

HEREEK
ERIEEERS
(BR)/ BIRE
RARRIEREFBA
RE
REQEER
ERIEEERS

(B8),/ BREER
ey o

FE(BR),/ &7
EEREME

FRBEE
MBEE

BEE

FRBAE
mBRE

BEIEIAR AR iR 2016

AEEBERAMBFREZEE  EEMA

(CEUNNE
2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT ERTT AETT  BETT  B%TR
2,685,142 4,618,664 6,215,085 4,466,188 4,844,364
18,797 80,382 82,452 81,987 71,960
(209,464) (151,760)  (344,813) (66,163)  (507,341)
1,568 28,307 65,685 62,496 42,286
(207,896)  (123,453)  (279,128) (3,667)  (465,055)
(6,468) (7,680) (70,489) 23,178 7,247
(214,364) (131,133)  (349,617) 19,511 (457,808)
583,058 480,121 384,841 1,804,955 1,671,482
1,130,956 2,448,170 2,838,305 1,568,815 1,733,207
1,714,014 2,928,291 3,223,146 3,373,770 3,404,689
62,273 60,695 61,091 456,839 455,695
718,401 1,393,492 1,679,271 1,074,724 1,206,017
780,674 1,454,187 1,740,362 1,531,563 1,661,712
933,340 1,474,104 1,482,784 1,842,207 1,742,977
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