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AT A GLANCE

SN

WHO WE ARE

The Group was founded in 1961 as a supplier of
construction steel and materials. In the early 1990s, we
expanded our presence into Mainland China. Today, the
Group is a leading supply chain manager of industrial
products like steel and engineering plastics. We are also
a relevant player in bathroom and kitchen products and
represent brands like TOTO Japan, KEUCO Germany,
DURBAN Germany, KERASAN ltaly and ASI USA. The
Group has a strong presence in Hong Kong and Eastern
China. We have a growing presence in Southern and
Northeastern China. Our objective is to be a relevant
player in the markets we choose to serve and to serve
markets where our knowledge and experience will allow
for profitable growth.

We provide downstream processing, inventory
management, logistics and financing solutions for steel,
steel recycling and engineering plastics.

Our bathroom and kitchen group provides total
solutions services including installation, inventory
management, logistics, design and technical support to
developers, architects and designers.

The Group owns and operates properties in Shanghai.
We specialize in renovation and tenant upgrade so as to
maximize rental income and asset value.
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WHERE WE ARE GOING

The Hong Kong construction market is expected to
remain strong in the coming years. Our Construction
Materials Business will continue to drive top line growth
by maintaining our market share of reinforcement
bar and aggressively growing our share of structural
products.

Our new investment in Hong Kong's first, automated
rebar processing and assembly plant started operations
in early 2016. Strategically located in Tsing Yi, this plant
helps to address labour shortage and aging worker
issues facing by Hong Kong construction industry by
providing automated processing and improving supply
chain efficiency. This investment makes the Hong
Kong construction industry safer, more efficient and
environmentally responsible. Automation helps improve
safety, quality control and allows for contractors to get
product that is tested and ready-to-use. We operate this
plant in partnership with Singapore’s NatSteel (a Tata
Steel Enterprise). NatSteel’s 30+ years of experience
in cut and bend, mesh and precage combined with
our 50+ years as a relevant supplier to the Hong
Kong construction market allow us to create the best
processing and service solution to contractors.

Property Business will continue its focus on identifying
potential investment opportunities in Shanghai. As
Shanghai moves to a services based economy, the
need for quality office space with access to metro lines
and major roads will increase. We will continue to focus
on renovation and tenant upgrade opportunities in office
buildings in Shanghai.

Building and Design Solutions Business will continue to
roll out our architectural and design centre concept to
grow retail and project sales while maintaining a strong
link to markets through our growing dealer partner
network. China’s drive for urbanization and growing
middle and upper class will help us drive our top line
strategy while allowing us to remain in the high-end
segment of the market.

Bao Shun Chang and Engineering Plastics Business will
continue to expand geographically to serve Southern,
Eastern and Northeastern China. Both Bao Shun Chang
and Engineering Plastics Business have established
themselves as strong local players and can use the
same business model to expand throughout Mainland
China.
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MISSION

We will deliver on our vision by being responsible and relevant in
the markets we choose to participate in. We will deliver sustainable
shareholder value and the best total value solution to customers
through excellent service, an efficient supply chain, financing and
value-added processing. We will be knowledgeable of the market
and the needs of our target customers. We will hire people that
raise the average and will invest in the development of all of our
employees.

VISION

We will be a preferred investment option for our SHAREHOLDERS.
We will consistently execute on our strategies to provide desired
returns on investment and sustainable growth. All strategies will have
robust analysis and the proper market intelligence to assure delivery
of our promises to our board of directors.

We will be a preferred supplier to CUSTOMERS. They will think
of us when needing our products. Their purchasing experience
will always be pleasant, informative and helpful in meeting their
objectives.

We will be a preferred employer. We will hire only people that raise
the average. We will hire for attitude and invest in development of
our EMPLOYEES to create loyalty and love of company. We will
provide a safe and pleasant working environment with constant
learning and growth opportunities.

CORPORATE VALUES

Safe and Enjoyable Working Environment
Shareholder Value

Customer Loyalty

Integrity

Honesty and Respect

Responsiveness and Dedication

Clear and Measurable Goals

Embrace of Change

Ambition and Confidence to Excel
Teamwork
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HIGHLIGHTS

HE
Financial Highlights MERE
For the year ended 31st March BHE=A=+—HIiIFEZE
2017 2016
—E—+t#F —E-RE
HK$ million HK$ million
BHEER BEAT
Revenue A 3,023 3,380 -10.6%
Gross profit EF| B335 416 -19.5%
Earnings before interests and tax B ST AT & A
(‘EBIT") (T B A& F]) 401 213 +88.3%
Profit attributable to owners of the Company &2 &% A A 1L i 7 102 70 +45.7%
Basic earnings per ordinary share (HK cents) &% i@ E A& A GBIl 15.86 10.95 +4.91 cents #&1ll

Proposed final dividend per ordinary share i3 &% @R R B B
AL

(HK cents) 2.49 1.00 +1.49 cents /&1l
Gross profit margin EFE 11.1% 12.3% -1.2pp.ANE
EBIT margin b B AI B R X 13.3% 6.3% +7.0p.p.BDE
Net profit margin R 3.4% 21% +1.3ppESH
Return on equity PP ZNEIR 9.2% 6.6% +2.6p.p.BHE

Revenue by Lines of Business

@ Steel Processing, Distribution and Recycling
@ Building and Design Solutions
@ Engineering Plastics
@ Property
Unallocated

2.4%

BEREBK ZWA
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FIVE-YEAR FINANCIAL SUMMARY
LFEUBRE

The following is a summary of these audited consolidated financial LWTAEEBBAERERAAN(ARA]) RHE
statements of Hong Kong Shanghai Alliance Holdings Limited (the WEBEAR(GBIAER )R TIZREFE ZK&FE
“Company”) and its subsidiaries (collectively, the “Group”) for the BREEMBEHRERE -

respective years as hereunder stated.

Consolidated Income Statement meEBEmER
Year ended Year ended Year ended Year ended Year ended
31st March 31st March 31st March 31st March 31st March
2013 2014 2015 2016 2017
BE BZ BZE BZE BZ
—%8-= —E-mFE -B-IEF C-B-XFf C-B-tF
=B=t—-H =HA=t+—-H =A=+—H =A=t—H =H=+—-H
EFEE EFEE EFEE EFEE LEE
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FTET TET TET FATT FET
Revenue A 3,760,620 3,849,306 3,868,393 3,380,161 3,022,923
Operating profit TR F 117,373 114,411 347,968 212,535 400,749
Net finance costs FUBER (20,087) (34,635) (55,267) (63,339) (117,121)
Profit before income tax B %5t Al 3% 7 100,815 149,356 293,575 146,269 247,117
Income tax expense FTe s i (29,355) (44,537) (74,309) (75,005) (147,981)
Profit for the year EEHF 71,460 104,819 219,266 71,264 99,136
Attributable to: FE{S -
Owners of the Company ZN/NETEFE N 71,600 103,708 215,533 70,105 101,776
Non-controlling interests e RS (140) 1,111 3,733 1,159 (2,640)
71,460 104,819 219,266 71,264 99,136
Dividends % 8 21,525 31,094 46,785 17,950 30,490

8 Hong Kong Shanghai Alliance Holdings Limited JEBHSIERER AT



FIVE-YEAR FINANCIAL SUMMARY
LB RE

e BRI R

Consolidated Statement of Financial Position

As at As at As at As at As at
31st March 31st March 31st March 31st March 31st March
2013 2014 2016 2017
R=-B-—=% AZE—RF —E—tF
=R=t+-H =A=+-—H A=+—H
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
THE TR T FHE FHR
Non-current assets ERBEE 269,475 1,396,632 1,549,725 2,110,217 1,581,056
Current assets MEEE 1,509,695 1,256,341 1,372,081 1,421,542 1,802,843
Current liabilities MEaE (1,028,215) (1,197,426) (1,118,052) (1,118,640) (1,666,950)
Non-current liabilities ERBEE 817) (673,915) (731,653) (1,351,616) (586,051)
Net assets EEFE 750,138 781,632 1,072,101 1,061,503 1,130,898
Equity: s
Share capital [N 41,377 41,770 63,227 64,064 64,188
Reserves & 673,747 739,422 1,007,954 995,360 1,045,323
Capital and reserves HEABRERAR
attributable to owners i 715,124 781,192 1,071,181 1,059,424 1,109,511
Non-controlling interests eI RS 35,014 440 920 2,079 21,387
Total equity T A 750,138 781,632 1,072,101 1,061,503 1,130,898
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CHAIRMAN'S STATEMENT
ITRHESF

Deliver sustainable return through
strategic planning and
value-driven disposal

8 48 B g 3R &l
BERB Eéﬁtiﬁ
B O &R R

Yao Cho Fai Andrew
k18 &

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Hong Kong
Shanghai Alliance Holdings Limited (“HKSHA” or the “Company”)
and its subsidiaries (collectively, the “Group”), it is my pleasure to
present the audited consolidated results of the Group for the year
ended 31st March 2017 (the “Year”).

The Year was a year full of challenges, yet the Group was able to
respond with great accomplishments. During the Year, the global
economy was full of uncertainties with new leaders and changes
in international unions, while new national policies such as China’s
13th Five-Year Plan and the capacity reduction in steel production
have further added a sense of volatility to the increasing steel price.
However, despite all the market uncertainties and negativities,
HKSHA has maintained its focus through strategic planning, value-
driven disposal, and deliberate cost control, as the Group continued
its transformation of becoming a service-based solutions provider
while recording improving business performance in its property
segment.
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For the Year, the Group has continued its downward migration
along the value chain by expanding its one-stop solutions
covering the processing, logistics and new products needs of our
customers. With the aim of improving the existing offering of the
industry, our automated rebar processing and assembly plant in
Tsing Yi has been able to add value to customers by providing
ready-to-use, tested and processed rebar at a consistent quality,
traceable delivery services to safeguard project timeline, as well
as automated processing facility to ensure safety, efficiency, and
wastage reduction. Our new plant is currently under the ramp-up
stage and achieving monthly progress. We believe by providing
high-quality steel with value-added services via automation, we can
promote efficient processing and a safety-first philosophy within
the industry, gradually shifting the industry towards a greener and
safer construction supply chain. By taking the lead in automation
conversion, we aim to convert the Hong Kong construction
materials market into a safer, more efficient, and more transparent
environment, and we are confident that our safe, efficient, consistent
and convenient offering would eventually prevail in the marketplace.

As we worked our way towards the transformation of the Group’s
steel business, we have also enjoyed considerable success in the
property segment, with the sales of Central Park Putuo signifying the
Company’s niche and capability in its business in Shanghai. Through
our value enhancement and tenant upgrade effort for Central Park
Putuo, we were able to achieve an increase in rental revenue, and
has successfully disposed the property with a net cash proceeds
of approximately HK$580.8 million, after deducting the relevant
facility payment and transaction costs. The transaction has not only
strengthened the financial position of the Group, but it has also
equipped us with a proven track record in property enhancement in
preparation for future projects. In addition to the great success of
Central Park Putuo, value enhancement work was also accomplished
in other projects, with Park Lane making good progress in the sales
of units, as well as Central Park Pudong boosting an occupancy rate
of over 50% after completing interior renovation work in April 2017.
These achievements have demonstrated the effectiveness of our
business model, in devoting our efforts in value-added renovation,
employing design expertise and product application knowledge,
and cultivating on the existing supplier relationships. As Shanghai
will be upgrading its innovative manufacturing and transforming into
a global hub by 2020, it is expected that there will be a massive
increase in the demand for commercial buildings. Targeting to
unleash such potentials, we will continue to focus on the Shanghai
market with our proven track record and capabilities.

Stringent cost control was also high on the agenda, as we pursued
a leaner corporate structure in enhancing efficiency while eliminating
non-core expenses. During the Year, we have moved our sales and
operations teams together in one location — Tsing Yi, while also
merging the Hong Kong and China headquarters into one. This has
allowed us to achieve higher operating efficiency, lower corporate
expenses, and more importantly, equipping us with a leaner
corporate structure in support of future development strategies.
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CHAIRMAN'S STATEMENT
ITRHESF

Apart from the operational improvements, we have also revitalized
our employees’ incentives program as well as undertaking various
initiatives to embrace social responsibilities. On the incentives front,
we have promoted the use of employee stock ownership plan
(“ESOP”) in Bao Shun Chang with great success, as we were able
to raise productivity, improve profit level, forge a strong sense of
belongingness among employees, while attracting talented workers
for business advancement. In the future, we would love to look
into the possibility of extending such scheme to other business
units, in an attempt to fulfill our business potentials. On the social
responsibilities front, the Group was able to make a significant
contribution through its Tsing Vi plant, as it provided a safer, more
pleasant and indoor working environment to our employees, not
to mention that it also reduced the overall carbon footprint of the
industry due to its minimal scrap produced and its reduction in
materials movement.

Looking forward, we expect another challenging year filled with
numerous opportunities, as we have laid a solid foundation from the
consolidation in the recent past. From an economic perspective,
the GDP growth rate of China has shown to be gradually cooling
down, as China is currently undergoing an economic transition
from heavily dependent on debt and export, to a more consumer-
orientated economy. On the industry front, the fluctuation in steel
price is expected to continue amid dominating supply-side policies
such as steel production capacity reduction, which injects further
uncertainties, or in other words business risks, to a slowing market.
Nonetheless, we remain confident in the business development of
the Tsing Yi plant, that by shifting from a product-based offering
to value-added-based services, we are providing a competitive,
efficient, safe, and transparent option to the increasing service-
oriented and profit-driven steel industry.

In order to realize such market potentials, we will need to accelerate
the ramp up of our new plant, and move from product distribution to
delivery of semi-finished products. The Group will continue to lead in
promoting the benefits of automated off-site cut-and-bend services
over on-site processing, while working with industry peers and other
stakeholders in advocating for improving working conditions, as well
as tightening safety and environmental standards.

In addition, the Group will also expand its downstream coverage in
facilitating the ramp up, as demonstrated by its recent approval of
becoming a processed rebar supplier to the housing sector. As an
approved supplier, we aim to become one of the key suppliers of
processed rebar to housing projects, and with an increasing number
of real estate development taking place in Hong Kong, it is expected
to be one of the key growth drivers of the Group in the future.

Geographically, while the current target is to fully penetrate into the
Hong Kong market for efficiency and return maximization, the Group
also sees a lot of collaboration opportunities with multinational
corporations on matters such as procurement, sales channels, and
client network in the Southeast Asia region, in which the Group may
further explore in the near future.
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Regarding the property segment, we will continue to add to our
steady track record in the acquisition and transformation of under-
performing buildings into modern, productive and valuable assets.
We will also explore opportunities for raising capital through joint
venture, pursuing in fund management, or other channels in order to
deliver our goals.

I would like to take this opportunity to express gratitude from the
bottom of my heart to our employees and stakeholders for your
continuous devotion for the Group. Without your support and can-
do attitude, the business transformation may not be as successful.
| would also like to extend my gratitude to the relevant government
entities for your support in our journey of transformation, at a time
when we shift our position from a product distributor to a solutions
partner with our customers. Lastly, | would like to show my utmost
appreciation to our shareholders, for your trust and patience during
the journey. | am confident that HKSHA will continue to be a market
leader, which is capable of delivering long-term and generous
returns to our shareholders.

Yao Choi Fai Andrew
Chairman

23rd June 2017
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MANAGEMENT DISCUSSION ANDANALYSIS

BEER W RO

Shifting from product-driven to service-oriented solutions
promoting an efficient and safe value chain

HEESNEEREEHE
HEMTEBELEZRBEEE

OVERVIEW

The Year was marked by significant challenges related to a volatile
steel market as well as incremental and sustainable progress as
we continued with the ramp up of our newly built, automated
downstream processing facility in Hong Kong. Global and
regional volatility in commodity prices along with weaker demand
created a challenging environment for the Group, particularly in
our Construction Materials Business as long-term contracts that
were confirmed during low cycle of market are being delivered
during a time of unusually high and resilient prices out of China.
Because of this new reality and our evolving business model, we
worked to create a lean and agile organization with talent capable
of moving our Group to the next level of operational efficiency and
business model transformation. Each business worked to right-
size their organization and manage working capital to reflect top
line results and reduce risk in areas of customer debt and inventory
obsolescence.

During the Year, we worked to build new opportunities in steel
recycling, downstream steel processing, regional/segment specific
growth for plastics and high-growth segment sales in our Building
and Design Solutions (“BDS”) Business.

In spite of bottom line improvements in coil processing and steel
recycling division, our Construction Materials Business generated
a net loss. Sudden and sharp rebar price increases put pressure
on margins of rebar contracts. Our Hong Kong rebar sales model
calls for project pricing for as long as one year and sudden and
sharp price increases caused a decrease in margin due to timing of
delivery.

Hong Kong Shanghai Alliance Holdings Limited SEBHSERAR AT
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MANAGEMENT DISCUSSION AND ANALYSIS

Deliberate costcontrol to

BEER R DT

construct-an-enduring business model

/

2 1512 A DA
BlERAFEHEN

Our new investment in Hong Kong’s first, automated rebar
processing and assembly plant started operations in early 2016 with
increasing fixed expenses as expected.

This new investment has faced start up challenges and results, while
improving monthly, was below expectations in terms of profitability.
Downstream processing of rebar has high fixed expenses relating
to land and warehousing as well as labour as we train operators
in a market with severe labour shortages and an ageing labour
population.

For our Property Business, gain on disposal of our Central Park
Putuo was recognized upon completion of the disposal on 31st
March 2017, increasing our operating profit by 119.5% when
compared with last year. Net proceeds from this disposal enabled
our Group to increase our working capital and reduce bank
borrowings. Our proven track record on this disposal and our
previous disposal of our first property investment in Point Jing’An in
March 2014 demonstrated our niche and capability in our Property
Business in Shanghai.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER W RO

Engineering Plastics Business and BDS Business showed significant
improvements in terms of net profit. Hong Kong BDS projects drove
growth and margin improvement, and increased margins and lower
expenses resulted in a slight profit in Engineering Plastics Business.
While bottom line performance in our core business of construction
steel in Hong Kong suffered, net profit in businesses like Engineering
Plastics, BDS and surface critical coil processing improved due to
efforts in margin enhancement and expense reduction.

The Group’s gross profit margin decreased from approximately
12.3% to approximately 11.1% and decreased by 19.5% in absolute
terms when compared with last year.

Net corporate expense was reduced by approximately 28.1%
year-on-year (“YoY”). We are working to deliver a flat and agile
organization and restructuring efforts will continue as our business
model changes. Corporate expenses in Mainland China were
eliminated as we reduced headcount and moved personnel to
business they served. Going forward, corporate support will only
exist in Hong Kong. By moving our Hong Kong based corporate
support, sales and operations to one location during the Year, we
have rationalized headcount and reduced expenses. We expect to
continue to rationalize corporate support and are confident in our
ability to deliver on our expense control commitments related to
corporate support.

We firmly believe our Group will continue to build on our history to
deliver our goals and create sustainable value to shareholders. Our
migration to value-add downstream services advanced significantly
during the Year and we expect to make significant progress in
moving away from price sensitive, product driven models to a model
of value and solutions that allow us to enhance and sustain margin.

Efficient Supply Cam
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Automated Shearing
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Construction Materials Business

Construction Materials Business comprises Hong Kong construction
products processing and distribution (mainly rebars and pilings in the
Year), surface critical coil processing and distribution, steel recycling
and reinforcing bar processing and assembly business (conducted
through our 50%-owned joint venture TVSC Construction Steel
Solutions Limited which started operation in early 2016). This
business recorded total revenue of approximately HK$2,132.6
million for the Year, approximately 87.0% of last year mainly due
to YOY decrease of tons sold of approximately 6.9%, 10.3% and
27.5% respectively in Hong Kong construction products processing
and distribution; surface critical coil processing and distribution; and
steel recycling, as we were more selective on our customers and
there were projects delay in Hong Kong.

Net loss of Construction Materials Business was approximately
HK$23.3 million, versus last year’s net profit of approximately
HK$70.2 million mainly due to (i) net loss of approximately HK$28.6
million of Hong Kong construction products, compared to a net
profit of approximately HK$122.7 million in last year. Sudden and
sharp increase in rebar price put pressure on margins of rebar
contracts in the Year. Our Hong Kong rebar sales model calls for
project pricing up to one year and upward pricing impact margin
negatively; (ii) delay of large projects where margin was higher
caused an imbalance to order book and negatively impacted
margin; (iii) our surface critical coil processing and distribution made
a net profit of approximately HK$23.8 million, versus a net loss of
approximately HK$10.0 million in last year, primarily due to increase
in gross profit margin by approximately 152.8% in absolute terms
YOY; and (iv) decrease of net loss of steel recycling by 60.8% YOY
mainly due to strict control on margin and operating costs.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEET W R DT
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Management will continue to take the following actions to improve
the result of Construction Materials Business:

(i) to source rebars from other suppliers in the world at
competitive price, not only from China;

(ii) to increase our stock level to at least 60% of our confirmed
sales quantity;

(iii) to be selective on customers and related sale contracts; and

(iv) to take various cost saving measures to reduce variable
expenses and overheads.

Property Business

The Group’s Property Business consists of (i) direct acquisition of
controlling stake in property for investments — our 100%-owned
Central Park Pudong and Central Park Putuo, which generate rental
income, appreciation in fair value and gain on disposal to our Group;
and (i) investments in property via partnership or investment funds
where the Group takes equity stake of no more than 30%, and our
60%-owned indirect subsidiaries — HSL China Metropolitan Fund
| (GP) Ltd. (“HSL GP”) and Hongkong and Shanghai Land Capital
Ltd. (“HSL Capital”, collectively “HSL”) act as general partner and
investment manager respectively of the partnership or investment
funds. The first investment fund we set up is HSL China Metropolitan
Fund | L.P. (the “Partnership”), which acquired Park Lane in
Shanghai in December 2014 and HSL has been the general partner
and investment manager of the Partnership since then. Under the
agreement entered into between HSL GP and the Partnership,

Hong Kong Shanghai Alliance Holdings Limited SEBHSERAR AT
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MANAGEMENT DISCUSSION AND ANALYSIS

HSL Capital is entitled to receive (a) acquisition fee at 1% of the
gross acquisition price of the investment of the Partnership, upon
acquisition of its investment; (b) an annual asset management fee at
1% of the fair value of the Partnership’s interest, investment or other
asset as determined by an independent and international real estate
property valuer; (c) a disposal fee at 1% of the gross disposal price
of the investment of the Partnership, upon divestment; and (d) an
upside bonus at 20% of the excess of the Partnership’s cumulative
investment preferred return over 8% per annum, after divestment
and after the initial capital investment amount and cumulative
investment return at 8% per annum have been distributed by the
Partnership to its investors.

HSL was set up in 2014 and its affiliated companies have a team
of 17 specialists who are experienced in carrying out property
enhancement, alternations and additions works to revitalize
vacant or under-utilized buildings in Shanghai, which are targeted,
ultimately, to generate significant capital gains for our Group’s
investments. Through the concerted efforts of these specialists,
we carried out works such as, inter alia, upgrading building layout,
devising and executing sales and marketing strategies to improve
tenancy mix and occupancy rate; carrying our active property
management through partnership with experts for the accretion of
fair value of our 100%-owned investment property and our non-
controlling investment in property via the Partnership.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the Year, our Property Business recorded a net profit of
approximately HK$173.8 million on revenue of approximately
HK$72.9 million, versus a net profit of approximately HK$111.8
million on revenue of approximately HK$60.3 million in last year.
The revenue of approximately HK$72.9 million during the Year
comprised (i) rental income of approximately HK$62.8 million from
our 100%-owned Central Park Putuo and Central Park Pudong, up
31.7% YOY as we completed acquisition of Central Park Pudong
in June 2016 and it started to generate rental income in July 2016;
and (ii) asset management fee income of approximately HK$10.1
million, versus approximately HK$12.3 million in last year, earned by
HSL from the Partnership. The disposal of our 100%-owned Eastlink
International Investment Inc., which holds Central Park Putuo, was
completed on 31st March 2017 and our Group recorded a pre-tax
gain on disposal of approximately HK$229.0 million in the Year.

For Central Park Pudong, we successfully increased the occupancy
rate from nil in July 2016 to approximately 58.3% at the end of
the Year. Based on a valuation report issued by an independent
international property valuer, the carrying amount of this investment
property was approximately HK$1,222.7 million (equivalent to
approximately RMB1,084.9 million) at end of the Year, resulted in
a valuation gain of approximately HK$272.0 million and a related
deferred tax liability provision of approximately HK$68.0 million for
the Year.

For our 29.44% investment via the Partnership in Park Lane, sale
and purchase contracts for about 93.4% of the units offered had
been signed at the end of the Year. During the Year, we shared
a net loss of approximately HK$13.8 million from this investment
mainly due to our 29.44% share of the 100% write-off of the goodwill
of HK$166.1 million arising from the acquisition of Park Lane or
HK$48.9 million.

Building and Design Solutions Business

BDS Business delivered revenue of approximately HK$490.7 million
in the Year, up approximately 0.4% YOY. Net profit increased
significantly from approximately HK$1.9 million to approximately
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MANAGEMENT DISCUSSION AND ANALYSIS

HK$23.5 million in the Year, mainly due to increase of sales and
operating profit of Hong Kong BDS by approximately 18.7% and
246.8% respectively YOY. The China BDS Business recorded a net
loss for the Year, increased 12.8% compared with last year.

Engineering Plastics Business

Engineering Plastics Business recorded revenue of approximately
HK$296.8 million, down approximately 18.7% YQY, with tons sold
decreased by approximately 15.9% YOV, as we moved away from
customers where margins were too low or credit risk was high. Due
to improvement of gross profit margin by 18.6% in absolute terms
YOY and reduction of operating expenses by approximately 26.0%
YQY, this business recorded a net profit of approximately HK$3.0
million in the Year, versus a net loss of approximately HK$4.3 million
in last year.

OUTLOOK

Construction Materials Business
Hong Kong Construction Solutions

We expect the global steel market to continue its volatile evolution
as China demand slows down and output is reduced due to
environmental initiatives. China steel production consolidation
and central government’s drive for cleaner air may cause our
construction solutions group to search for supply outside of China.
In recent months, Turkey and Russia rebar prices have become
more competitive and we will stay close to these and other markets
to make sure we are purchasing steel at the absolute lowest prices
possible and timing our purchases and coverage for maximum
margin levels.

Contracts concluded during low cost cycles will need to be delivered
and this will impact our margins if prices remain at current levels. Our
business model for rebar distribution calls for us to provide project
prices and we must work to time the purchase of steel to manage
margins. Our investment in downstream rebar processing started

Plastics
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MANAGEMENT DISCUSSION AND ANALYSIS
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operations in early 2016 and has been ramping up as expected.
Our new investment is fixed expense intensive and volume sensitive.
We estimate this business to become accretive to profit in the
months to come. Hong Kong construction processes on-site
and our investment provides an automated, safer, off-site option
to the market. While the market is still observing the evolution of
automated, off-site processing, there is now growing support from
government and many contractors who use off-site processing in
other regions and know the benefits first hand.

Our Group will continue to work connect our recycling business to
contractors consuming our steel. Our Hong Kong steel recycling
business has made significant progress in terms of stabilization
and alignment of expense to margin. Recycling is not only a part of
our construction solutions business (steel distribution, automated
steel processing and steel scrap collection/processing) but is an
example of an initiative in environmental protection. Our downstream
processing and scrap collection strategy help to reduce waste,
product handling and transportation costs and therefore contributes
to Hong Kong'’s green initiative.

Surface Critical Coil Solutions

Our China based surface critical coil solutions made great progress
in the Year. We expanded geographically and were able to maintain
market share in a market where automotive, our largest segment in
terms of sales, saw a slow-down. Sudden increases in steel prices
and too much volatility has a short-term impact on margins as we
provide fixed prices to customers on a quarterly basis. We expect
a difficult year in this business and will work to stabilize sales and
manage margin levels through our supplier provide rebate programs.
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Property Business

Our property investments are all located in strategic areas of
Shanghai that are still transforming and increasing in value. Our
100%-owned Central Park Pudong completed its interior renovation
in April 2017 and target to increase its occupancy rate to 80% in the
near future. Our 29.44%-owned Park Lane managed under HSL has
sold 191 out of 196 units of apartments as of early June 2017 and
HSL may consider to realize such assets under this investment for
the Partnership should the opportunity arise.

Leveraging on HSL’s proven successful track record of
transformation of under-performing buildings into modern,
productive and valuable assets in the last two fiscal years, we aim
to expand our Property Business through setting up joint ventures
and/or fund partnership and assuming a management role in these
forms of cooperations. We believe the target expansion of our
Property Business by way of joint ventures and/or fund partnership
is beneficial to the development of our Group, as HSL will be entitled
to full management rights via acting as the general partner and
investment manager of the partnership or investment funds while
providing less strain on capital requirements for the Group. HSL has
been actively exploring opportunities for raising capital focusing on
office buildings in Shanghai on joint ventures and/or fund partnership
basis and acting as general partner for the partnership or investment
funds to earn service fee income.

Engineering Plastics Business

Our Engineering Plastics Business has been working on a major
re-organization over the past two years as we moved away from
segments like toys and moved toward to home appliances,
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consumer electronics and automotive while changing our offer to
include higher margin products and services. Expenses continue
to decrease and inventory levels were reduced. We are confident in
this business as we maintain our new model of specialized segment
sales.

Building and Design Solutions Business

We will continue to roll out our segment based growth strategy for
BDS Business. Our brand partners continue to have a strong market
presence and our project strategy has allowed us to capture large
and iconic projects in Hong Kong. We have completed our space
related expense reduction and expect to see said reduction go
direct to our profit in this growing line of business.

FINANCIAL REVIEW
Operating Results

For the Year, the Group recorded a profit attributable to owners
of the Company of approximately HK$101.8 million on revenue of
approximately HK$3,022.9 million, versus a profit attributable to
owners of the Company of approximately HK70.1 million on revenue
of approximately HK$3,380.2 million last year. Decrease in revenue
was due to a fall in revenue of Construction Materials Business as
the Group was more selective on orders taken and some of our large
projects were delayed in Hong Kong. Gross profit was approximately
HK$335.1 million, down approximately 19.5% YOY while gross
profit margin decreased to approximately 11.1% from approximately
12.3% compared with last year.

Annualised return on assets (EBIT/operating assets) increased from
approximately 27.1% YOY to approximately 42.2%, which was
mainly driven by increase of operating profit by approximately 88.3%
YOY to approximately HK$400.8 million in the Year. Basic earnings
per ordinary share was HK15.86 cents as at 31st March 2017 (2016:
HK10.95 cents). The Board recommended a final dividend of HK2.49
cents (2016: HK1.00 cents) per ordinary share for the Year.

Financial Positions

Compared with the year ended 31st March 2016, as at 31st
March 2017, the Group’s total assets decreased by approximately
HK$147.9 million to approximately HK$3,383.9 million. The
Group’s inventories increased by approximately HK$220.0 million
to approximately HK$395.6 million. The average Days of Supplies
increased from 22 days for the last year end to 54 days. The Group’s
trade and bill receivables increased by approximately HK$33.3
million to approximately HK$495.0 million. The average overall Day
of Sales Outstanding increased from 46 days for the last year end to
56 days. Net assets value of the Group increased by approximately
HK$69.4 million to approximately HK$1,130.9 million, equivalent to
HK$1.76 per ordinary share as at 31st March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Compared with the financial position at 31st March 2016, the
Group’s cash and cash equivalents and pledged bank deposits,
increased by approximately HK$91.6 million to approximately
HK$697.0 million while the Group’s borrowings decreased by
approximately HK$270.1 million to approximately HK$1,722.3 million
as at 31st March 2017. Current ratio decreased to 1.1, while gearing
ratio (net debt, which is total borrowings minus pledged bank
deposits and cash and cash equivalents, divided by capital and
reserves attributable to owners plus net debt) decreased from 57%
t0 48%.

Financial Resources

All of the Group’s financing and treasury activities are centrally
managed and be controlled at the corporate level. The Group’s
overall treasury and funding policies focus on managing financial
risks including interest rate and foreign exchange risks, and on cost
efficient funding of the Group and its subsidiaries. The Group has
always adhered to prudent financial management principles.

The Group’s trade financing remained primarily supported by its
bank trading and term loan facilities. As at 31st March 2017, about
44% of the Group’s interest-bearing borrowings for trade financing
purpose were denominated in US dollar, about 30% in RMB and
about 26% in HK dollar. These facilities are either secured by the
Group’s inventory held under short-term trust receipts bank loan
arrangement and/or pledged bank deposits and/or corporate
guarantee provided by the Company. All of the above borrowings
were on floating rate basis. Interest costs of import bank loans
were levied on inter-banks borrowing rates plus very competitive
margin. RMB loans and bill exchange facilities have been obtained
from domestic and foreign banks in the amount of RMB61.8 million.
Interest costs of RMB banking facilities were based on standard loan
rates set by the People’s Bank of China adjusted with competitive
margin.

Charges on Assets

As at 31st March 2017, the Group had certain charges on assets
which included (i) bank deposits of approximately HK$68.7
million which were pledged as collateral for the Group’s bank
borrowings and banking facilities; and (i) an investment property of
approximately HK$1,222.7 million which was pledged as collateral
for certain bank borrowings of the Group.

Exposure to Fluctuations in Exchange Rates and
Related Hedges

The Group’s businesses are primarily transacted in HK dollars, US
dollars and RMB. As exchange rate between HK dollars and the
US dollars is pegged, the Group believes its exposure to exchange
rate risk arising from US dollars is not material. Facing the volatility
of RMB, the Group will continue to match RMB payments with RMB
receipts to minimise exchange exposure.
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Forward foreign exchange contracts would be entered into when
suitable opportunities arise and when management of the Group
considers appropriate, to hedge against major non-HK dollars
currency exposures. It is the Group’s policy not to enter into any
derivative transaction for speculative purposes.

Contingent Liabilities

As at 31st March 2017, the Group had no material contingent
liability.

Material Acquisitions and Disposals

Save as disclosed in Note 36 to the accompanying consolidated
financial statements, the Group did not have any material
acquisitions and disposals of subsidiaries and associated companies
during the Year.

KEY RISKS AND UNCERTAINTIES

We believe the Group’s financial condition, results of operations,
and business prospects may be affected by certain risks and
uncertainties directly or indirectly pertaining to the Group’s
businesses, some of which are beyond our control. The followings
are the major risks and uncertainties identified by the Group. There
may be other possibly risks and uncertainties which we are not
aware of or which may not be material at present but may turn out to
be material in the future.

Financial Risks

The Group’s overall treasury and funding policies focus on managing
financial risks including interest rate, foreign exchange and
liquidity risks. The Group has always adhered to prudent financial
management principles. Facing the volatility of RMB, the Group will
match RMB payments with RMB receipts to minimize exchange
exposure. Forward foreign exchange contracts would be entered
into when suitable opportunities arise and when management of
the Group considers appropriate, to hedge against major non-HK
dollars currency exposures. The Group always monitors cash flows
and maintains an adequate level of cash and cash equivalents to
ensure the ability to finance the Group’s operations and reduce the
effects of fluctuation in cash flows to mitigate liquidity risk.

Operational Risk

The Group may face operational risk resulting from inadequate or
deficiency in internal processes, people and systems or from external
events. The Group has clear responsibility and accountability rests
with every function at divisional and departmental levels. The Group
are governed and guided by good standard operating procedures,
proper authorization policies and reporting framework. Our
management will identify and assess key operational exposures from
time to time to adjust potential risk response.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Risk

The Group’s business performance will be affected by various
factors, including but not limited to economic conditions, competitive
environment of steel industry, performance of property markets
and regulatory changes in regions where our business carry on or
investments locate, which would not be mitigated even with careful
and prudent investment strategy and strict procedure.

Human Capital and Retention Risk

The Group may face the risk of not being able to attract and retain
key personnel and talents with appropriate and required skKills,
experience and competence to meet the business objectives and
strategy. We will provide attractive remuneration package to suitable
candidates and personnel. Through training of existing personnel
and hiring of new personnel that raise the average, we continue to
create a great team capable of making sure we are one of the best
long-term investments for our shareholders and a great place to
work for our employees.

HUMAN CAPITAL

The Group is focusing on building an elite team to help lead the
Group to future success. Our growth strategy has always included
a strong sense of commitment to people. We provide competitive
remuneration package to attract and motivate the employees.
We always provide a safe and pleasant working environment with
constant learning and growth opportunities.

As at 31st March 2017, the Group employed 270 staff. Total staff
costs including contribution to retirement benefit schemes incurred
during the Year amounted to approximately HK$145.4 million. During
the Year, no options have been offered and/or granted to directors
and our employees under the share option scheme adopted on 11th
August 2011.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

Environmental Protection

The Group is committed to achieving environmental sustainability.
Our commitment to protect the environment is well reflected by our
continuous efforts in promoting green measures and awareness in
our daily business operations.

We encourage environmental protection and promote awareness
towards environmental protection to the employees. The Group
adheres to the principle of recycling and reducing. It implements
green office practices such as double-sided printing and copying,
setting up recycling bins, promoting using recycled paper and
reducing energy consumption by switching off idle lightings and
electrical appliance.
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Community Involvement

We care about the communities where we are active and
continuously support social initiatives. The Group has sponsored
and participated in a wide range of charitable activities. Our
employees have also participated in various corporate social
responsibility initiatives. We care about our employees. We will
provide an enjoyable working environment and an integrity platform
to ensure employees’ well-being and safety.

We were awarded as the “Caring Company” from The Hong Kong
Council of Social Service since 2007, as “Heart to Heart Company”
by the Hong Kong Federation of Youth Group in 2010.

Compliance with Relevant Laws and Regulations

The Group has formulated a clear organisational structure and
accountability for implementation of procedures and monitoring of
risk, which help ensure adequacy and effectiveness of controls over
the reliability of financial reporting, effectiveness and efficiency of
operations and compliance with applicable laws and regulations.

During the Year, as far as the Company is concerned, there was
no material breach of or non-compliance with applicable laws
and regulations by the Group that has a significant impact on the
business and operations of the Group.

Environmental, Social and Governance Report

In accordance with Rule 13.91 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), the Company will publish an Environmental, Social
and Governance Report within three months after the publication
of this annual report in compliance with the provisions set out in
the “Environmental, Social and Governance Reporting Guide” in
Appendix 27 to the Listing Rules.

RELATIONSHIPS WITH STAKEHOLDERS

We have a deep sense of obligation to our stakeholders. We will
consistently execute our strategies to provide desired returns
on investment and sustainable growth to our shareholders. We
recognise that employees are our valuable assets. We hire people
for attitude and invest in development of our employees to create
loyalty and love to the Company. We understand the importance
of maintaining good relationship with our stakeholders (employees,
customers, suppliers and business partners) to achieve our
long-term goals. To accomplish this, we continue to get closer
to our stakeholders, build lasting relationship, and keep good
communication to understand their needs and share with them our
business development. During the Year, there was no material and
significant dispute between the Company and its stakeholders.

APPRECIATION

We are grateful to our dedicated employees, loyal customers,
suppliers, banking partners and shareholders for their constant
support.
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CORPORATE GOVERNANCE REPORT

The board of directors (the “Board”) of Hong Kong Shanghai Alliance
Holdings Limited (the “Company”) is committed to maintaining high
standards of corporate governance. It believes that high standards
of corporate governance provide a framework and solid foundation
for the Company and its subsidiaries (collectively, the “Group”)
to manage business risks, enhance transparency, maintain high
standards of accountability and protect shareholders’ interest in
general. The Company has applied the principles and complied with
the applicable code provisions of the Corporate Governance Code
(the “CG 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”) except for CG Code provision A.2.1 for
the year ended 31st March 2017 (the “Year”).

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure that
business activities and decision making processes are regulated in a
proper and prudent manner.

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 of the Listing Rules, as amended from time to time, as its own
code of conduct (the “Company’s Model Code”) regarding securities
transactions by the directors of the Company (the “Directors”).
Having made specific enquiry of all Directors, they all confirmed
that they have complied with the required standard set out in the
Company’s Model Code during the Year. The Company’s Model
Code also applies to other specified relevant employees of the Group
who are considered to be likely in possession of inside information in
respect of their dealings in the securities of the Company.
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THE BOARD

As at the date of this report, the Board consists of three Executive
Directors and four Independent Non-executive Directors. The
composition of the Board during the Year and up to the date of this
report is set out as follows:

Executive Directors:

Mr. Yao Cho Fai Andrew (Chairman and Chief Executive Officer)
Ms. Luk Pui Yin Grace
Mr. Lau Chi Chiu

Non-executive Director:

Mr. Dong Sai Ming Fernando (Resigned on 31st March 2017)

Independent Non-executive Directors:

Mr. Tam King Ching Kenny
Mr. Xu Lin Bao

Mr. Tse Lung Wa Teddy
Mr. Yeung Wing Sun Mike

The biographical details of the Directors are set out in the “Profile of
Directors and Senior Management” on pages 57 to 60 of this annual
report.

Board Process

Throughout the Year and up to the date of this report, the Company
has four Independent Non-executive Directors, exceeding one-third
of the Board. One of the Independent Non-executive Directors has
the appropriate professional qualifications or accounting or related
financial management expertise under Rule 3.10 of the Listing Rules.
Each of the Independent Non-executive Directors has made an
annual confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Company is of the view that all Independent
Non-executive Directors meet the independence guidelines set out
in Rule 3.13 of the Listing Rules and are independent in accordance
with the terms of the guidelines. The Board members have no
financial, business, family or other material relevant relationships with
each other.

The Executive Directors are responsible for managing the overall
business. They are mainly involved in the formulation and execution
of the corporate strategies. The Non-executive Director and
Independent Non-executive Directors consist of eminent business
executives from Hong Kong and Mainland China, who provide
independent advices to the management through their wide range
of skills and experiences. The Executive Directors have regular
meetings with general managers of respective business units and
key staff of support units to discuss major business plans and review
operational and financial performance. Non-executive Director and
Independent Non-executive Directors are also invited to participate
in special review meetings.
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CORPORATE GOVERNANCE REPORT

The Group has established four Board Committees, namely
Executive Committee, Remuneration Committee, Audit Committee
and Nomination Committee, to oversee various aspects of the
affairs.

The Board has reserved for its decision or consideration matters
covering mainly the Group’s overall strategy, annual operating
budget, annual and interim results, Directors’ appointment or
re-appointment (based on the recommendations made by the
Nomination Committee), material contracts and transactions,
corporate governance as well as other significant policy and financial
matters. The daily operations of the Group’s business are executed
by the management of the respective business units under the
instruction and supervision of the Executive Committee which has its
special written terms of reference.

The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group, and to review
and approve the Group’s annual and interim results and other ad
hoc matters which need to be dealt with. Individual attendance
records of each Director at the meetings of the Board, Remuneration
Committee, Audit Committee and Nomination Committee as well as
general meetings during the Year are set out below:

TEERME

AEECKRYNEEEZES  IHTZES -
¥FNZ8e FERZEERRERZES URE
BZHHZER -

A

EXESTZRANASEEERE FELE
BE 2FLhTHESE REZESEENE
EERKEHNZE BERARERS  ©XE
BAREMEERRMUBEETEERRAE
ZoMTZEEREFHNEOBERE  BEE
REEEEBEMZEREREASEEXK
AEEF-

ExerTHEFeRZ AT mASE 2 BB KRR
AREENPBRR  YRAMMEAEEZ
EEMTHEENEMARE ZFHHEE R

AEE BEFREFE FHZBEE FERZ
BEehRAZE2EH  UMBERKREZHER

HEREEIIMT

Number of meetings attended/held

HE/BTEEZRY
Remuneration Audit  Nomination General
Name of Directors Board  Committee =~ Committee ~ Committee Meeting
BEpE EZ® §MZEe ERZEE REZEg EN -
Executive Directors: HiTEE:
Mr. Yao Cho Fai Andrew kR A 4/4 1 - 17 2/2
(Chairman and Chief Executive Officer) (¥ E#EEHTE)
Ms. Luk Pui Yin Grace ERAZL 4/4 - - - 2/2
Mr. Lau Chi Chiu ArdxsE 4/4 - - - 2/2
Non-executive Director: HHTEE:
Mr. Dong Sai Ming Fernando (Note 1) B8 (M) 4/4 - - - )
Independent Non-executive Directors: B H#H/7EE :
Mr. Tam King Ching Kenny EREILE 4/4 1/1 2/2 111 2/2
Mr. Xu Lin Bao BHELE 4/4 1 2/2 1 2/2
Mr. Tse Lung Wa Teddy HEELE 4/4 1 2/2 - 2/2
Mr. Yeung Wing Sun Mike (Note 2) BREEE (2 4/4 - 2/2 - 2/2
Total Number of Meetings Held Eres4y 4 1 2 1 2
Notes: Kiat -
1. Resigned as Non-executive Director on 31st March 2017. 1. RZE—+FZAZ+—BHBETAEIERTES -
2. Appointed as member of Nomination Committee on 23rd June 2016 and no 2. RZE-—ARNFRNAZ+=ABZEAREEEEKE -
Nomination Committee meeting was held since his appointment up to 31st BEEZT#%(ZE2_ZT—+tH&F=-A=1+—HIt "L Z8
March 2017. eTEmBTeE -
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Board meetings for each year are scheduled in advance to give all
Directors an opportunity to attend, and are structured to encourage
open discussion. At least 14 days’ notice of a Board meeting
is normally given to all Directors who are given an opportunity
to include matters for discussion in the agenda. The Company
Secretary assists the Chairman of the Board in preparing the agenda
for meetings and ensures that all applicable rules and regulations are
complied with. Draft minutes of each Board meeting are circulated
to all Directors for their comment before being tabled at the following
Board meeting for approval. All minutes and resolutions of the Board
are taken and kept by the Company Secretary and these minutes
and resolutions, together with any supporting board papers, are
open for inspection at any reasonable time on reasonable notice by
any Director.

The Board members have access to appropriate business
documents and information about the Group on a timely basis. The
Directors are free to have access to the management for enquiries
and to obtain further information when required. The Directors are
encouraged to update their skills and knowledge, and familiarity
with the Group through ongoing participation at Board and Board
Committees meetings. All Directors also have access to external
legal counsel and other professionals for independent advice at the
Company’s expense if they require it.

DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

On appointment to the Board, each Director receives a
comprehensive induction package covering policy and procedures
of the Company as well as the general, statutory and regulatory
obligations of being a Director to ensure that he/she is sufficiently
aware of his/her responsibilities under the Listing Rules and other
relevant regulatory requirements. All Directors shall participate in
continuous professional development to develop and refresh their
knowledge and skills.

The Directors are from time to time provided materials on
amendments to or updates on the relevant laws, rules and
regulations to ensure that their contribution to the Board remains
informed and relevant. The Company has been encouraging the
Directors and officers to participate in a wide range of professional
development courses and seminars relating to the Listing Rules,
applicable regulatory requirements and corporate governance
practices organized by professional bodies and/or independent
auditors to further improve their relevant knowledge and skills.

All Directors have confirmed that they have participated in
appropriate continuous professional development activities by
attending seminar or conference relating to the Company’s business
or corporate governance and regulations or by reading materials
relevant to their duties and responsibilities during the Year.
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N S ED A
1FE % B0 -’Fﬁ (=]
Participation of Directors in continuous professional development BENAFEL2HBEIERRE 2IFHHI W
activities for the Year is set out below: N
Reading
journals, Attending
updates, workshops,
articles seminars,
and/or conferences
Name of Directors materials and/or forums
MEHT -
BHEH - HET/EY -
XERH g -
HEER 23Kk H@mE
Executive Directors: HITEE -
Mr. Yao Cho Fai Andrew Wk B T A& v v
(Chairman and Chief Executive Officer) (EEFEEHNTE)
Ms. Luk Pui Yin Grace Bl SR 22 &= v 4
Mr. Lau Chi Chiu R FHBELE 4 v
Non-executive Director: FHITEE -
Mr. Dong Sai Ming Fernando (Note 1) SRS A (M aET) 4 —
Independent Non-executive Directors: BIIHFHITESE -
Mr. Tam King Ching Kenny EBIELE 4 v
Mr. Xu Lin Bao RMELE v —
Mr. Tse Lung Wa Teddy BEELE 4 —
Mr. Yeung Wing Sun Mike 5 8 8 50 A 4 v
Note: Mt -
1. Resigned as Non-executive Director on 31st March 2017. 1. RZE—+tF=A=+T—BHTAIRITES -
BOARD DIVERSITY EE®Z it

The Board has adopted the Board Diversity Policy in July 2013. EFEeR _E-—-"F+AEMKEETSZ K
Under the Policy, the Company recognizes and embraces the X RBEZHE AARBEAYTFzEES %
benefits of having a diverse Board to enhance the quality of its TAEHIRALINKRBEEZELEERRE S - HEA
performance. Selection of candidates will be based on a range BEER—RINZTLEZEE  BFEEASERME
of diversity perspectives, which would include but not limited to Bl FE - NERHEESE  HERITELE -
gender, age, cultural and educational background, professional and e HBIALRREESH SEREIEAENE
industry experience, skills, knowledge and length of service. The B AEECIRHOEBMIERTE

ultimate decision will be based on merit and contribution that the

selected candidates will bring to the Board.
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At present, more than half of the Directors on the Board are
Independent Non-executive Directors. The Board composition
reflects various cultural and educational backgrounds, professional
development, length of service, knowledge of the Company and a
broad range of individual attributes, interests and values. The Board
considers the current composition has provided the Company with
a good balance and diversity of skills and experience appropriate to
the requirements of its business. The Board will continue to review
its composition from time to time taking into consideration specific
needs for the Group’s business.

DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged appropriate insurance coverage in
respect of legal actions against the Directors and officers within the
Group.

ROLES OF CHAIRMAN AND CHIEF EXECUTIVE

The Chairman of the Board and the Chief Executive Officer (i.e.
the Chief Executive) is now Mr. Yao Cho Fai Andrew. CG Code
provision A.2.1 stipulates that the roles of the chairman and the chief
executive should be separated and should not be performed by the
same individual. The Board believes that the vesting of the roles of
both Chairman and Chief Executive Officer in Mr. Yao will enable him
to continue to provide the Group with strong leadership, efficiency
usage of resources as well as allow for effective planning, formulation
and implementation of the Company’s business strategies which
will enable the Group to sustain the development of its business
efficiently. The day-to-day management and operation of the Group
will continue to be the responsibility of the management team under
the monitor of the Executive Committee and Mr. Yao’s leadership.

SPECIFIC TERMS OF NON-EXECUTIVE
DIRECTORS

The Company’s Non-executive Directors are appointed for a specific
term. They (including all other Directors) are subject to retirement by
rotation and re-election at the annual general meeting at least once
every three years according to the Company’s Bye-laws.

BOARD COMMITTEES

The Board has established various committees, including the
Executive Committee, the Remuneration Committee, the Audit
Committee and the Nomination Committee, each of which has
its specific written terms of reference. Minutes of all committee
meetings and resolutions are taken and kept by the Company
Secretary and, together with any committee papers, are available
to all Board members. The committees are required to report to the
Board on their decision and recommendations where appropriate.
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Executive Committee

Executive Committee has been in place since March 2006 and now
consists of all Executive Directors, being Mr. Yao Cho Fai Andrew as
chairman, Ms. Luk Pui Yin Grace and Mr. Lau Chi Chiu as members.

When the Board is not in session, the Executive Committee
discharges the specific power and administrative functions
authorised by the Board. The Executive Committee is mainly
responsible for monitoring the daily operations of the Group.

The Company has adopted a new terms of reference of the
Executive Committee in March 2016 in order to conform with
the provisions set out in the CG Code and it is responsible for
performing the corporate governance duties as follows:

)

(i)

)

(iv)

(vi)

(vii)

(viii)

implementing and compliance with the laws, regulations,
Listing Rules, Bye-laws and internal regulations applicable to
the Company;

providing a means for timely and accurate disclosure of
information;

ensuring effective communication with the Company’s
shareholders;

developing and reviewing the Company’s policies and practices
on corporate governance and make recommendations to the
Board;

reviewing and monitoring the training and continuous professional
development of Directors and senior management;

reviewing and monitoring the Company’s policies and practices
on compliance with legal and regulatory requirements;

developing, reviewing and monitoring the code of conduct
and compliance manual (if any) applicable to employees and
Directors; and

reviewing the Company’s compliance with the CG Code and
disclosure in the corporate governance report.

During the Year, the Executive Committee has carried out the
duties on the corporate governance functions of the Company in
accordance with its terms of reference.
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Remuneration Committee

The Remuneration Committee has been in place since July 2005 and
now consists of four members, including Mr. Xu Lin Bao (chairman
of the Remuneration Committee), Mr. Tam King Ching Kenny and
Mr. Tse Lung Wa Teddy, all being Independent Nonexecutive
Directors, and Mr. Yao Cho Fai Andrew, being an Executive Director.
The Remuneration Committee’s role is to make recommendation
to the Board on the remuneration policy and structure for Directors
and senior management and to ensure that they are fairly rewarded
for their individual contribution to the Group’s overall performance,
having regard to the interests of shareholders.

The Remuneration Committee has adopted the model where it has
delegated responsibility to determine the remuneration packages
of individual Executive Directors and senior management as well as
reviewing and approving management’s remuneration proposals
with reference to the Board’s corporate goals and objectives. The
Remuneration Committee also makes recommendation to the Board
on the remuneration of the Non-executive Directors. No Director or
any of his/her associates may be involved in any decisions as to his/
her own remuneration. The Company has adopted a new terms of
reference of the Remuneration Committee in March 2016 to conform
with the provisions set out in the CG Code. The terms of reference
of the Remuneration Committee setting out its authority, duties and
responsibilities are available both on the websites of the Company
and Hong Kong Exchanges and Clearing Limited (the “HKEX”).

During the Year, the Remuneration Committee has reviewed and
determined the remuneration packages of the Executive Directors
and made recommendations to the Board as to the remuneration
policy and structure for senior management of the Company.

The Remuneration Committee shall meet at least once a year
in accordance with its terms of reference. One Remuneration
Committee meeting was held during the Year and the attendance
record of the Remuneration Committee meeting is stated in the table
under “The Board” of this report.
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Audit Committee

The Audit Committee has been in place since December 1998 and
now consists of four Independent Non-executive Directors, including
Mr. Tam King Ching Kenny (chairman of the Audit Committee),
Mr. Xu Lin Bao, Mr. Tse Lung Wa Teddy and Mr. Yeung Wing Sun
Mike. Mr. Tam King Ching Kenny is an Independent Non-executive
Director with appropriate professional qualifications or accounting or
related financial management expertise as required under Rule 3.10
of the Listing Rules.

The Audit Committee meetings are held not less than twice a year
to review and discuss the various audit issues as reported by the
external auditor. It also reviews the interim and annual financial
statements. Additional meetings may also be held by the Audit
Committee from time to time to discuss special projects or other
issues, which the members consider necessary.

Scope of the work of the Audit Committee is defined and approved
by the Board in relation to various internal control, risk management
and audit issues with a view to further improve the Company’s
corporate governance. The Company has adopted a new terms of
reference of the Audit Committee in March 2016 to conform with
the provisions set out in the CG Code. The terms of reference of the
Audit Committee setting out its authority, duties and responsibilities
are available both on the websites of the Company and the HKEX.

During the Year, the Audit Committee reviewed the remuneration of
the external auditor. There was no disagreement between the Board
and the Audit Committee on the selection or appointment of the
external auditor. The Audit Committee has reviewed the Company’s
interim and annual consolidated financial statements for the Year
and was content that such statements comply with applicable
accounting standards and legal requirements, and that adequate
disclosures have been made.

The Audit Committee shall meet at least twice a year in accordance
with its terms of reference. Two Audit Committee meetings were
held during the Year and the attendance record of the Audit
Committee meetings is stated in the table under “The Board” of this
report.
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Nomination Committee

The Nomination Committee has been in place since March
2012 and now consists of four members, includes the Executive
Director, being Mr. Yao Cho Fai Andrew (chairman of Nomination
Committee) and three Independent Non-executive Directors,
being Mr. Xu Lin Bao, Mr. Tam King Ching Kenny and Mr. Yeung
Wing Sun Mike. The Nomination Committee is responsible for
formulating policy and making recommendations to the Board on
nominations, appointment or re-appointment of Directors and Board
succession. The principal duties of the Nomination Committee
include reviewing the structure, size and composition (including the
skills, knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy and accessing
the independence of Independent Non-executive Directors. The
Company has adopted a new terms of reference of the Nomination
Committee in March 2016 to conform with the provisions set out in
the CG Code. The terms of reference of the Nomination Committee
setting out its authority, duties and responsibilities are available both
on the websites of the Company and the HKEX.

During the Year, the Nomination Committee has reviewed the
diversity, structure, size and composition of the Board, appointment
and re-appointment of Directors and made recommendations to the
Board to complement the Company’s corporate strategy.

The Nomination Committee shall meet at least once a year in
accordance with its terms of reference. One Nomination Committee
meeting was held during the Year and the attendance record of the
Nomination Committee meeting is stated in the table under “The
Board” of this report.

CORPORATE GOVERNANCE FUNCTION

While the Board is and remains principally responsible for the
corporate governance functions of the Company, it has delegated
the relevant duties to the Executive Committee to ensure the proper
performance of corporate governance functions of the Company. In
this connection, the terms of reference of the Executive Committee
includes various duties relating to corporate governance matters
which are set out in paragraph “Executive Committee” of this report.

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board and the Audit Committee are responsible for developing
and maintaining the system of internal controls of the Group to
protect shareholders’ interest and to safeguard the Group’s assets
by setting appropriate policies and reviewing the effectiveness of
major control procedures for financial, operational, compliance and
risk management areas. The Company has its internal audit function
to help enhance the effectiveness of risk management, control and
governance processes.
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During the Year, the Company has engaged an independent
professional firm to perform an internal control review of the Group.
The Board and the Audit Committee have reviewed the effectiveness
of the Group’s system of internal controls on all major operations,
including financial, operational and compliance controls and risk
management functions, and have considered the adequacy of
resources, qualifications and experience of staff of the Group’s
accounting and financial function, and their training programs and
budget, by reviewing the internal audit reports prepared by the
independent professional firm and management letters submitted
by external auditor. Also, the Board and the Audit Committee met
with the internal and external auditors and management to discuss
findings from their works and recommendations.

The Company is aware of its continuing disclosure obligations as to
inside information and has a policy with regard to the principles and
procedures for handling and disseminating the Company’s inside
information in compliance with the requirements under the Securities
and Futures Ordinance and the Listing Rules.

The Executive Committee and the designated executives of the
Company are responsible for assisting the Board in reviewing
potential inside information and assessing the need for disclosure
and to oversee the internal reporting system and procedures. The
Company has taken reasonable precautions for preserving the
confidentiality of the inside information, including inter alia:

(i) access to inside information is restricted to specific persons
on a need-to-know basis;

(i) enter into appropriate confidentiality agreements when
negotiating on potential and significant transactions;

(iif) codify a strict prohibition on unauthorized use or disclosure
of inside information in employee handbook; and

(iv) circulate reminder, from time to time, to the Directors
and specified relevant employees of the Group who are
considered to be likely in possession of inside information
their duties and obligations in respect of dealings in the
securities of the Company.

The Company has set up a corporate practices committee in
May 2013, chaired by Mr. Tse Lung Wa Teddy. The committee is
responsible for risk assessment and management in preventing or
reducing operational risk that might damage the Group’s value. The
committee chairman periodically reviews with the Chief Financial
Officer and other members of the leadership team about the
procurement policy, credit policy and other policies and reports to
the Board of any finding, as appropriate. The Director of Financial
Planning and Risk Analysis focuses on risk identification and ensures
high priority issues are aggressively tackled and cost is effectively
managed, thereby minimizing risks and allowing the Group’s
objectives to be achieved optimally.

The Board and the Audit Committee considered that the system
of internal controls and risk management was operating effectively
during the Year.
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AUDITOR’S REMUNERATION

During the Year, PricewaterhouseCoopers, the external auditor of
the Company, provided the following services to the Group and their
respective fees charges are set out below:

BB A =

REEF » NRA]ZIMNSAZ BA 2 Rk B & At
Bl =5 755 P A7) AR SR BER R T 51 AR 75 0 Rl e B 2
BAR:

Types of services Rl 75 & £8 HK$’000

FHETT
Audit fee for the Group AEEBZEZER 2,340
Taxation services RIE R 111
Special engagements 1 RI1E B 1,000
Total B 3,451

RESPONSIBILITY FOR PREPARATION AND
REPORTING OF ACCOUNTS

The Directors acknowledge their responsibility for preparing the
accounts which were prepared in accordance with statutory
requirements and applicable accounting standards. A statement
by the auditor about its reporting responsibilities is set out in the
independent auditor’s report included in this annual report.

There are no material uncertainties relating to events or conditions
that may cast significant doubt upon the Company’s ability to
continue as a going concern.

INVESTOR RELATIONS AND COMMUNICATION

The Group is committed to promoting transparency and maintaining
effective communication with shareholders, investors, analysts
and the press. The Company has its shareholder’s communication
policy established to ensure effective and timely dissemination of
information to shareholders and the investment community. The
management from time to time meets with existing and potential
investors to make corporate presentations. The Group also
promotes communications with non-institutional shareholders
through public announcements of key developments of the
Company as prescribed under the Listing Rules, annual general
meeting and other general meetings of the Company. Such general
meetings are presided over and led by the Chairman, supported by
other Directors. The Company’s user-friendly website, http://www.
hkshalliance.com, provides investors with the latest news, corporate
profile, business information and financial information including
announcements, circulars and annual and interim reports.
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COMPANY SECRETARY

The Company Secretary supports the Chairman, the Board and
Board Committees by ensuring good information flow within the
Board and that Board policy and procedures are followed. The
Company Secretary reports to the Board and assists the Board
in functioning effectively and efficiently. The Company Secretary
also advises the Board on governance matters and facilitates the
induction and professional development of Directors. All Directors
may call upon the Company Secretary for advice and assistance at
any time in respect to their duties and the effective operation of the
Board and the Board Committees.

Ms. Lam Yee Fan is the Company Secretary of the Company. She is
a full time employee of the Company and has day-to-day knowledge
of the Company’s affairs. Ms. Lam undertook no less than 15 hours
of relevant professional training during the Year.

CONSTITUTIONAL DOCUMENTS

At the annual general meeting held on 19th August 2016, a special
resolution was passed regarding the adoption of a new Bye-laws of
the Company. Summary of the key amendments to the Bye-laws are
set out in the circular of the Company dated 19th July 2016.

SHAREHOLDERS’ RIGHTS

The Board endeavours to maintain an on-going dialogue with
shareholders. The Company encourages the shareholders to attend
general meetings and the Chairmen of the Board and the Board
Committees should attend annual general meeting (the “AGM”) to
answer questions.

(A) Convening a Special General Meeting by
shareholders

Pursuant to Bye-law 58 of the Company’s Bye-laws and
section 74 of the Companies Act 1981 (as amended) of
Bermuda (the “Companies Act”), shareholders holding at the
date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the Company
Secretary, to require a special general meeting to be called
by the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two
months after the deposit of such requisition. If the Directors
do not within twenty-one days from the date of the deposit
of the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one-
half of the total voting rights of all of them, may themselves
convene a meeting, but any meeting so convened shall not be
held after the expiration of three months from the said date.
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(B)

Hong Kong Shanghai Alliance Holdings Limited

A meeting convened under this section by the requisitionists
shall be convened in the same manner, as nearly as possible,
as that in which meetings are to be convened by Directors.
Any reasonable expenses incurred by the requisitionists by
reason of the failure of the Directors duly to convene a meeting
shall be repaid to the requisitionists by the Company.

Putting Forward Proposals at General Meetings

Sections 79 and 80 of the Companies Act allow certain
shareholder(s) to make requisition to the Company to give
notice to the shareholders in respect of any resolution which
is intended to be moved at an AGM or circulate a statement
in respect of any proposed resolution or business to be
considered at a general meeting of the Company. Under
section 79 of the Companies Act, at the expense of the
requisitionists unless the Company otherwise resolves, it shall
be the duty of the Company on the requisition in writing by
such number of shareholders:

(@) to give to the shareholders entitled to receive notice
of the next AGM notice of any resolution which may
properly be moved and is intended to be moved at that
meeting; or

(b)  to circulate to the shareholders entitled to have notice
of any general meeting sent to them any statement of
not more than 1,000 words with respect to the matter
referred to in any proposed resolution or the business to
be dealt with at that meeting.

The number of shareholders necessary to make the
abovementioned requisitions to the Company shall be:

(@  either any number of shareholders representing not less
than one-twentieth of the total voting rights of all the
shareholders having at the date of the requisition a right
to vote at the meeting to which the requisition relates; or

(b)  not less than one hundred shareholders.

Notice of any such intended resolution shall be given, and any
such statement shall be circulated, to shareholders entitled to
have notice of the meeting sent to them by serving a copy of the
resolution or statement on each such shareholder in any manner
permitted for service of notice of the meeting, and notice of
any such resolution shall be given to any other shareholder by
giving notice of the general effect of the resolution in any manner
permitted for giving him notice of meetings of the Company,
provided that the copy shall be served, or notice of the effect of
the resolution shall be given, as the case may be, in the same
manner and, so far as practicable, at the same time as notice of
the meeting and, where it is not practicable for it to be served
or given at that time, it shall be served or given as soon as
practicable thereafter.
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Section 80 of the Companies Act sets out the conditions to
be met before the Company is bound to give any notice of
resolution or to circulate any statement. Pursuant to section
80 of the Companies Act, the Company shall not be bound to
give notice of any resolution or to circulate any statement as
mentioned in the above unless:

(@) a copy of the requisition signed by the requisitionists,
or two or more copies which between them contain the
signatures of all the requisitionists, is deposited at the
registered office of the Company:

(i) in the case of a requisition requiring notice of a
resolution, not less than six weeks before the
meeting; and

(i) in the case of any other requisition, not less than
one week before the meeting; and

(b)  there is deposited or tendered with the requisition a sum
reasonably sufficient to meet the Company’s expense
in giving effect to the procedures in the above (i.e.
the giving of notice of resolution and/or circulation of
statement).

Provided that if, after a copy of the requisition requiring notice
of a resolution has been deposited at the registered office
of the Company, an AGM is called for a date six weeks or
less after the copy has been deposited, the copy though not
deposited within the above-mentioned time shall be deemed
to have been properly deposited for the purposes thereof.

Making Enquiry

Shareholders should direct their enquiries about their
shareholdings to the branch share registrar of the Company
in Hong Kong, Computershare Hong Kong Investor Services
Limited of 17M Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong. For other enquiries, shareholders
may send written enquiries to the Company, for the attention
of Company Secretary by mail to Rooms 1103-05, 11th Floor,
East Town Building, 41 Lockhart Road, Wanchai, Hong Kong.

The procedures for proposing a person for election as a Director are
made available at the Company’s website (http://www.hkshalliance.

com).
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The board of directors (the “Board”) of Hong Kong Shanghai
Alliance Holdings Limited (the “Company”) are pleased to present
their annual report together with the audited consolidated financial
statements of the Company and its subsidiaries (collectively, the
“Group”) for the year ended 31st March 2017 (the “Year”).

PRINCIPAL ACTIVITIES

The Group is principally engaged in stockholding and distribution
of construction materials such as steel products; trading of sanitary
wares, kitchen cabinets and engineering plastics; steel recycling and
property business.

Details of the Group’s revenue and segment information by business
segment and geographical market are set out in Note 5 to the
accompanying consolidated financial statements.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31st March 2017
are set out in the consolidated income statement on page 69 of this
annual report.

An interim dividend of HK2.26 cents per ordinary share of HK$0.10
each in the capital of the Company (the “Share(s)”) was declared and
paid during the Year. The Board has recommended the payment
of a final dividend of HK2.49 cents per Share for the Year. Total
dividend payable for the Year will amount to HK4.75 cents per Share
or approximately HK$30,490,000 (2016: HK$17,950,000). Subject
to shareholders’ approval at the forthcoming annual general meeting
of the Company (the “2017 AGM”), the final dividend warrants are
expected to be despatched on or about Friday, 8th September 2017
to shareholders whose names appear on the register of members
of the Company at the close of business on Tuesday, 29th August
2017.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed during the
following periods and during these periods, no transfer of shares will
be registered:

(i) For ascertaining the shareholders’ entitlement to
attend and vote at the 2017 AGM:

From Tuesday, 15th August 2017 to Friday, 18th August
2017, both days inclusive, for the purpose of ascertaining
the shareholders’ entitlement to attend and vote at the 2017
AGM. In order to be eligible to attend and vote at the 2017
AGM, all properly completed transfer forms accompanied by
the relevant share certificates must be lodged with the branch
share registrar of the Company in Hong Kong, Computershare
Hong Kong Investor Services Limited (the “Branch Share
Registrar”) of Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong for registration
no later than 4:30 p.m. on Monday, 14th August 2017.
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(ii) For ascertaining the shareholders’ entitlement to
the final dividend:

From Friday, 25th August 2017 to Tuesday, 29th August
2017, both days inclusive, for the purpose of ascertaining
the shareholders’ entitiement to the final dividend. In order to
qualify for the final dividend, all properly completed transfer
forms accompanied by the relevant share certificates must be
lodged with the Branch Share Registrar for registration no later
than 4:30 p.m. on Thursday, 24th August 2017.

BUSINESS REVIEW

Discussion and analysis of the Group’s business as required by
Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws
of Hong Kong) covering an analysis of the Group’s performance
using financial key performance indicators, the future development
in the Group’s business, the principal risks and uncertainties facing
the Group, the Group’s environmental policies and performance and
its compliance with the relevant laws and regulations are provided
in the “Highlights”, “Chairman’s Statement” and “Management
Discussion and Analysis” of this annual report, which shall form an
integral part of this “Report of the Directors”.

SHARE CAPITAL

Details of share capital and share options of the Company are set
out in Notes 32 and 33 to the accompanying consolidated financial
statements.

RESERVES AND RETAINED EARNINGS

Movements in reserves and retained earnings of the Group and
the Company during the Year are set out in Notes 34 and 40 to the
accompanying consolidated financial statements.

As at 31st March 2017, approximately HK$53,986,000 (2016:
HK$53,986,000) of the Company’s reserves and approximately
HK$7,573,000 (2016: HK$29,930,000) of the Company’s retained
earnings were available for distribution to its owners.

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

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws and the laws of Bermuda.
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PROPERTY, PLANT AND EQUIPMENT, INVESTMENT
PROPERTIES AND LAND USE RIGHTS

Details of movements in property, plant and equipment, investment
properties and land use rights of the Group during the Year are

set out in Notes 14, 15 and 16, respectively, to the accompanying
consolidated financial statements.

SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

Particulars of the Company’s subsidiaries, associates and joint
ventures are set out in Notes 19, 20 and 21, respectively, to the
accompanying consolidated financial statements.

BORROWINGS

Particulars of borrowings as at 31st March 2017 are set out in Note
31 to the accompanying consolidated financial statements.

PENSION SCHEMES

Details of the pension schemes are set out in Note 8 to the
accompanying consolidated financial statements.

CHARITABLE DONATIONS

During the Year, the Group made charitable donations of
approximately HK$488,000 (2016: HK$408,200).

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the Year and up to the date of
this report are as follow:

Executive Directors

Mr. Yao Cho Fai Andrew

(Chairman and Chief Executive Officer)
Ms. Luk Pui Yin Grace
Mr. Lau Chi Chiu

Non-executive Director
Mr. Dong Sai Ming Fernando (resigned on 31st March 2017)

Independent Non-executive Directors

Mr. Tam King Ching Kenny
Mr. Xu Lin Bao

Mr. Tse Lung Wa Teddy
Mr. Yeung Wing Sun Mike

In accordance with Bye-law 84(1) of the Company’s Bye-laws, Mr.
Yao Cho Fai Andrew, Mr. Tam King Ching Kenny and Mr. Tse Lung
Wa Teddy will retire from office by rotation at the 2017 AGM and
being eligible, will offer themselves for re-election at such meeting.

None of the Directors has a service contract with the Group which is

not determinable by the Group within one year without payment of
compensation other than statutory compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31st March 2017, the interests and short positions of the
Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQO”)) which (a) were
required to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of
the SFO); or (b) were required pursuant to Section 352 of the SFO
to be entered in the register referred to therein; or (c) were required
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 of
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) to be notified to the Company and the Stock
Exchange, were as follows:

Long positions in Shares and options of the Company
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BEpE g% ESkhER RH®E  HBOEAL (Hitc) CHE $5
Mr. Yao Cho Fai Andrew  Interest of controlled corporation, Deemed interest (indirectly) 89,337,806 13.92% - 89,337,806
hiEBEE Perfect Capital International Corp.
(Note a)
%424 72 E]Perfect Capital BRERE R (HE)
International Corp..2 1 (#f5ta)
Interest of controlled Deemed interest (indirectly) 190,424,000 29.67% — 190,424,000
corporation, Huge Top
Industrial Ltd. (Note b)
S#E5| 8Huge Top Industrial Ltd.  #G AR 2% (HE)
L IE% (i)
Beneficial owner 100% (directly) 3,918,000 0.61% - 3,918,000
EREAA 100% (%)
283,679,806 44.20% - 283,679,806
Ms. Luk Pui Yin Grace Beneficial owner 100% (directly) - - 4,493,244 4,493,244

BERAZL EalAA 100% (5 %)
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Number of
Attributable interest Number of  Approximate share options Aggregate
Name of Directors Capacity to the Directors Shares  percentage (Note c) Interest
BREZE
ESps L) ESEGES ReE®E  BOESW (#itc) CHE $5
Mr. Lau Chi Chiu Beneficial owner 100% (directly) - - 2,246,622 2,246,622
Ardgs ERBAA 100% (E%)
Mr. Tam King Ching Kenny  Beneficial owner 100% (directly) - - 1,246,622 1,246,622
BRERE ERBEA 100% (&%)
Mr. Xu Lin Bao Beneficial owner 100% (directly) 5,246,622 0.82% - 5,246,622
HRELE ERBAA 100% (E#)
Mr. Tse Lung Wa Teddy ~ Beneficial owner 100% (directly) - - 1,246,622 1,246,622
MEERE ERERA 100% (F#)
Notes: W E
a. Mr. Yao Cho Fai Andrew (“Mr. Yao”) was beneficially interested in these Shares a. kAR (ke E])BEIBE 2B A 2 A fPerfect

through his wholly-owned company, Perfect Capital International Corp. (“Perfect
Capital”). Mr. Yao is a sole director of Perfect Capital.

b. Mr. Yao was deemed to be interested in these Shares through his controlling
company, Huge Top Industrial Ltd. (“Huge Top”). Mr. Yao directly held
approximately 36.90% and indirectly through his wholly-owned company Perfect
Capital owned approximately 42.86% of the issued shares of Huge Top. Mr. Yao
is a sole director of Huge Top.

C. Details of the interests of the Directors in the share options of the Company are
separately disclosed in the section headed “Share Option Scheme” below.

Save as disclosed above, as at 31st March 2017, none of the
Directors, chief executives of the Company and their associates had
any personal, family, corporate or other interests or short positions
in the shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV
of the SFO) which (a) were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (include interests and short positions which they were
taken or deemed to have under such provisions of the SFO); or (b)
were required pursuant to Section 352 of the SFO to be entered in
the register referred to therein; or (c) were required pursuant to the
Model Code to be notified to the Company and the Stock Exchange.

Apart from the foregoing, at no time during the Year was the
Company or any of its subsidiaries a party to any arrangements to
enable the Directors or any of their spouses or children under the
18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body
corporate, and no Directors or chief executives of the Company or
their respective spouses or children under 18 years of age had been
granted any right to subscribe for equity or debt securities of the
Company nor exercised any such right.
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Capital International Corp. ([Perfect Capital ] ) & 25 3 & %
E W fn o k5 4 ThPerfect Capitalz M —ZE &

b. ok 5 A i B H 4%l 2 /A AlHuge Top Industrial Ltd. ([Huge
Top ) WRERAZERM  Phit £ HEH A £36.90%
K i i@Perfect Capitalfd # £ AHuge TopE # 17 i% 15 4V
42.86% ° k5 & JhHuge Topz HE—E F -

c. BERARRERE 2 G 2 FIEEELETHER
REGHERE -

BREXHBERBEEN RZE—+tF=A=+—
B BF ARAZEMITHRABRKE ZH
SABMERARRRETAEBZE(ERZRLE
7 MR R G EXVER) < Bt - HH R R (D SR
EPEBQRERESF KPR RO EXVEBETRF
BN EMBAMEARARB MBI (BERIERS
FHEGIcZERERSHEFXRGIERSE
ZHEZMAR)  KOBBRINAREBEESRHE
RPOIFEIB2GETAFEZERMA  HEREF
ETRMBBMNEARARA REBRPZEMRMEA -
Rik - AEIHEMERIOXR -

B b EON > RAFEAEMEHE  ARFHHE
ERMB AR ET IEMLH  MEEEX
BEZEMEBRXT N \RATZFREEEB
BEARA R HEMEABREZ B NEE
EMRETED MEFHARAZERITHA
BgREZEAZIEBHI T \BNR T ZFLBE
ERETARNARBARBDRALEREH X
BITEZEER -



PERSONS WHO HAVE INTERESTS OR SHORT
POSITIONS WHICH ARE DISCLOSEABLE UNDER
DIVISIONS 2 AND 3 OF PART XV OF THE SFO

Other than interests disclosed in the section headed “Directors’
Interests and Short Positions in Shares, Underlying Shares and
Debentures” above, as at 31st March 2017, according to the register
of interests kept by the Company under Section 336 of the SFO, the
following entities had interests or short positions in the Shares and
underlying Shares which fall to be disclosed under Divisions 2 and 3
of Part XV of the SFO:
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REFZRBERHEXVIE2R £3
THERARBEREIXBZAL

BREXTESERID  HEARD REEE 2 Exn
RREI - Ez S RF—EF=
A=+t -8B ZARARBEFEBEGRIE
BIFFENELM L - THEBRERD R
MHREAR D P A ARIRE 5 R BB IR EXVER R 2
KREIDHRRARNABWE 2 BBEIRRE -

Number of Approximate
Capacity Shares percentage
KRG E BABEDH
Perfect Capital Beneficial owner a 89,337,806 13.92%
E=mEA A
Interest of controlled corporation 190,424,000 29.67%
REH AT R
279,761,806 43.59%
Huge Top Beneficial owner 190,424,000 29.67%
ExnEEAA
Mr. Wong Koon Chi Beneficial owner 38,224,000 5.95%
FTHEZEE EnEEAA
Note: Hiat -
a. These Shares were held by Huge Top. Perfect Capital owned approximately a. % % I% 19 faHuge Top# A ° Perfect Capital AHuge Top

42.86% of the issued shares of Huge Top and therefore was deemed to be
interested in these Shares.

Save as disclosed above, as at 31st March 2017, the Directors
were not aware of any other persons (other than Directors or chief
executives of the Company) who had interests or short positions in
the shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the SFO)
which would fall to be disclosed to the Company under Divisions 2
and 3 Part XV of the SFO.

BEITHRN#42.86% - AL EFERBFEXZRND

BREXHBEEN R-F—EtF=A=1—
B EFVTABEAEMEBAL(EETRAR
AR AAITHA BERIN AR R R) 3 o] 48 R % E
(EEREFH KRB EPIEXVER) 2 B fn - 18E8
B fn B RE T A REE S R HE GRHEXV
ME2RFINHARARB BB L EAIXE °
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SHARE OPTION SCHEME

The share option scheme adopted since 12th November 2001 (the
“2001 Share Option Scheme”) was terminated on 11th August 2011
and a share option scheme had been adopted since 11th August
2011 (the “2011 Share Option Scheme”) at the 2011 annual general
meeting of the Company. Upon termination of the 2001 Share
Option Scheme, no further options will be granted thereunder but in
all other respects the provisions of the 2001 Share Option Scheme
shall remain in force and all options granted prior to such termination
shall continue to be valid and exercisable in accordance therewith.
The purpose of the 2011 Share Option Scheme is to provide
incentives to participants to contribute to the Group and/or to enable
the Group to recruit and/or to retain high-calibre employees and
attract human resources that are valuable to the Group. The 2011
Share Option Scheme shall be valid and effective for a period of ten
years commencing on the adoption date (i.e. 11th August 2011) and
will expire on 10th August 2021. Details of the terms of the 2011
Share Option Scheme were contained in the Company’s circular
dated 8th July 2011.

Details of the movements in the share options granted to the
Company’s employees (including Directors) under the 2001 Share
Option Scheme and 2011 Share Option Scheme during the Year
were as follows:
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2001 Share Option Scheme
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—EE-FRERESE

Number of share options
ERELE
Name or Exercise Granted  Exercised Lapsed  Cancelled
category of price Beginning of during during during during End of
participant Date of grant Validity period per Share  Note the Year the Year the Year the Year the Year the Year
SEEHE
B85 RFAH B BRTER AEEY  AFERT AEEFRE AFEAN  AEERE  REER
Directors:
s
Mr. Yao Cho Fai 13th September 2006 13th September 2006 to HKS0.722 1 1,869,932 - - (1,869,932 - -
Andrew 12th September 2016
hEgs A ZEEREARTZA ZEEAEAATZEE 07281
“E-RENATZE
Mr. Lau Chi Chiu 13th September 2006 13th September 2006 to HKS0.722 1 124,663 - - (124,669) - -
12th September 2016
vtk “EEREARTZA ZEEAEAATZEE 07281
“E-RENATZE
Mr. Dong Sai Ming ~ 13th September 2006 13th September 2006 to HKS0.722 1 249,324 - - (249,324) - -
Fernando 12th September 2016
(Resigned on 31st
March 2017)
uszyidcs ZEEREARTZA ZEEAEAATZEE 07281
HF-tE= “E-REMATZR
F=t-B%&f)
Mr. Tam King Ching ~~ 19th June 2008 19th June 2008 to HKS0.626 1 1,246,622 - - - - 1,246,622
Kenny 18th June 2018
EREEE ZEENERATAR ZEENERATABE 06267
ZZ-N\ERATAR
Mr. Xu Lin Bao 19th June 2008 19th June 2008 to HKS0.626 1 1,246,622 - (1,246,622 - - -
18th June 2018
RIEEE ZTENERATAR ZEENERATABE 06267
ZZ-N\ERATAR
Sub-total 4,787,163 - (1,246622)  (2,243919) - 1,246,622
it

Annual Report 2016/17 3% 51



52

REPORT OF THE DIRECTORS
EEEWE

Number of share options
EREHE
Name or Exercise Granted  Exercised Lapsed  Cancelled
category of price Beginning of during during during during End of
participant Date of grant Validity period per Share  Note the Year the Year the Year the Year the Year the Year
BRENS
Bl RFAH R BRITER AEEY  AEERT ARERR FEERE  REER
Employees:
E&:
In aggregate 18th September 2009 18th September 2009 to HKS0.470 1 937,458 - - - - 937,458
17th September 2019
it ZEEAEARTAR ZEEAFAATNEE 047087
ZE-NENATLE
In aggregate 13th October 2009 13th October 2009 to HKS0.404 1 9,089,528 - - - - 9,089,528
12th October 2019
it CEEAFTATZA CEEASTATZAE Q4MET
“Z-NEFHATZR
Sub-total 10,026,986 - - - - 10,026,986
it
QOthers:
At
In aggregate 13th October 2009 13th October 2009 to HK$0.404 1 3,116,558 - - - - 3,116,558
12th October 2019
#it ZEENETATER ZEEAETATZAE  0404ET
“E-NETATZA
Total of 2001 Share 17,880,702 - (1,246,622 (2243919 - 14,390,161

Option Scheme
~25-FRE
el
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2011 Share Option Scheme —_E-——FERESE
Number of share options
BREHE
Name or Exercise Granted  Exercised Lapsed  Cancelled
category of price Beginning of during during during during End of
participant Date of grant Validity period per Share the Year the Year the Year the Year the Year the Year
BRERY
B85 R¥AH R BRITER AEEY  AFERT AEEFRE AFEAN  AEERE  REER
Directors:
s
Ms. Luk Pui Yin -~ 27th November 2013 27th November 2013 to HK$1.043 1,2 2,493,244 - - - - 2493244
Grace 26th November 2023
ERALL ZE-CFT-ACTEA ZE-CET-ACTHRE 104%%T
ZECZET-ACfRE
20th January 2015 20th January 2015 to HKS0.928 3 2,000,000 - - - - 2,000,000
19th January 2025
Z5-Rf-AZ+A  ZE-RE-ACfRHE 0.928%7T
ZEZRF-ATAR
Mr. Lau Chi Chiu  16th November 2012 16th November 2012 to HK$0.537 1,4 1,246,622 - - - - 1,246,622
15th November 2022
Yyt SE-CET-FtRE ZE-CET-BtREE 059TER
ZECCET-AtRE
20th January 2015 20th January 2015 to HKS0.928 3 1,000,000 - - - - 1,000,000
19th January 2025
ZZ-R%-A-tR  ZE-Rf-F-1RE 0.928%7T
“ECRF-AThA
Mr. Tse Lung Wa  27th November 2013 27th November 2013 to HK$1.043 1 1,246,622 - - - - 1,246,622
Teddy 26th November 2023
MEEEE ZE-ZFT-AITEA ZE-ZET-ACTHRE 104%T
e I
Sub-total 7,986,488 - - - - 7986488
gt
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Number of share options
EREHE
Name or Exercise Granted  Exercised Lapsed  Cancelled
category of price Beginning of during during during during End of
participant Date of grant Validity period per Share  Note the Year the Year the Year the Year the Year the Year
BRENS
Bl RFEE Rl BRITER AEEY  AEERT ARERR FEERE  REER
Employees:
E&:
In aggregate 16th November 2012 16th November 2012 to HKS0.537 1,5 6,831,486 - - - - 6,831,486
15th November 2022
it ZE-CFt-AtRR ZI-ZE+-ATRBE OSNTET
ZRCZET-AtEA
In aggregate 27th November 2013 27th November 2013 to HK$1.048 1,2 5,734,459 - - - - 5,734,459
26th November 2023
it ZE-ZHFt-ACTEB ZT-ZET-A-tHRE 13T
ZRIZET-ACTRE
In aggregate 20th January 2015 20th January 2015 to HK$0.98 3 6,800,000 - - - - 6,800,000
19th January 2025
it “E-RF-BotR ZE-RE-F-tRE 09283 T
ZEIRE-ATAR
In aggregate 20th January 2015 20th January 2015 to HKS0.928 6 1,000,000 - - - - 1,000,000
19th January 2025
it “E-RE-BotR ZE-RE-F-tRE 09283 T
ZEIRE-ATAR
Sub-total 20,365,945 - - - - 20365945
e
Others:
Aft:
In aggregate 7th September 2012 Tth September 2012 to HK$0.393 1 1,247 - - (1,247) - -
6th September 2022
#it ZE-ZENALA “3-ZFNAtAE 0.308% 7
ZECCFENRARE
Total of 2011 28,353,680 - - (1.247) - 28352433
Share Option
Scheme
“Z--FER
et ales
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Notes:

The exercise prices and number of share options granted prior to17th December
2014 under the share option schemes were adjusted for the open offer
completed in December 2014.

The share options were/will be vested in four tranches, with each tranche
covering one-fourth of the relevant options, i.e. exercisable to the extent of
one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche
becoming exercisable from 27th of November in the years 2014, 2015, 2016 and
2017 respectively and the years onwards till 26th November 2023.

The share options were/will be vested in four tranches, with each tranche
covering one-fourth of the relevant options, i.e. exercisable to the extent of
one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche
becoming exercisable from 20th of January in the years 2016, 2017, 2018 and
2019 respectively and the years onwards till 19th January 2025.

The share options were vested in five tranches, with each tranche covering
one-fifth of the relevant options, i.e. exercisable to the extent of one-fifth of
the relevant options and with the 1st, 2nd, 3rd, 4th and 5th tranche becoming
exercisable from 16th of November in the years 2012, 2013, 2014, 2015 and
2016 respectively and the years onwards till 15th November 2022.

4,986,487 share options were vested in four tranches, with each tranche
covering one-fourth of the relevant options, i.e. exercisable to the extent of
one-fourth of the relevant options and with the 1st, 2nd, 3rd and 4th tranche
becoming exercisable from 16th of November in the years 2013, 2014, 2015 and
2016 respectively and the years onwards till 15th November 2022. 1,844,999
share options were vested in five tranches, with each tranche covering one-fifth
of the relevant options, i.e. exercisable to the extent of one-fifth of the relevant
options and with the 1st, 2nd, 3rd, 4th and 5th tranche becoming exercisable
from 16th of November in the years 2012, 2013, 2014, 2015 and 2016
respectively and the years onwards till 15th November 2022.

The share options were/will be vested in three tranches, with each tranche
covering one-third of the relevant options, i.e. exercisable to the extent of
one-third of the relevant options and with the 1st, 2nd and 3rd tranche becoming
exercisable from 20th of January in the years 2016, 2017 and 2018 respectively
and the years onwards till 19th January 2025.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Bye-Laws, the Directors shall be
indemnified against all losses and liabilities which they may incur in
connection with their duties. The Company has arranged appropriate
directors’ and officers’ liability insurance coverage for the directors
and officers of the Group.

DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No transactions, arrangements or contracts of significance in relation
to the Group’s business to which the Company, its subsidiaries or
its holding companies was a party or were parties and in which a
Director or any entities connected with a Director 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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RELATED PARTY TRANSACTIONS

Details of related party transactions are set out in Note 39 to the
accompanying consolidated financial statements.

COMPETING INTERESTS

For the year ended 31st March 2017, none of the Directors or the
controlling shareholders of the Company or any of their respective
associates has engaged in any business that competes or may
compete directly or indirectly with the businesses of the Group or
has any other conflict of interests with the Group.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March 2017, the five largest customers
of the Group accounted for less than 15% of the Group’s total
revenue, while the five largest suppliers of the Group accounted for
approximately 40% of the Group’s total purchases. In addition, the
largest supplier of the Group accounted for approximately 9% of the
Group’s total purchases.

None of the Directors, their associates, or any shareholders (which
to the knowledge of the Directors owned more than 5% of the
Company’s share capital) had a beneficial interest in the five largest
suppliers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicity available to the Company and within
the knowledge of the Directors as at the date of this report, the
Company has maintained the prescribed public float under the
Listing Rules.

AUDITOR

The accompanying consolidated financial statements were audited
by PricewaterhouseCoopers. A resolution for their appointment as
the Company’s auditor for the ensuing year is to be proposed at the
2017 AGM. There was no change in auditor of the Company in any
of the preceding three years.

On behalf of the Board
Yao Cho Fai Andrew
Chairman

Hong Kong, 23rd June 2017

Hong Kong Shanghai Alliance Holdings Limited SEBHSERAR AT

HEBRLTZR 5

HEAB O ZXFFRBRHREN 2HE M B RE
Bt 5£39 °

BEER

HE- T tF-A=+-BLFE EF%
ARFEMBRERE S G2 B A w0
AEEEBHEARTEBRBF VLB R ES
i 25 o 9 7 2 L o D 9 G4 A0 L4 2
iz -

TREFRHER

HE - Z—+F=A=t+—HIFE X&£H
BRAAREFPHASEEBRATREIS®S  MASE
B E KR RGN R B RS B 4040% o
N AEEGAZHERGEASELHER
#499% °

BEE REZBBEALHEMRR(LESEAHR
HMEBRRARASRA L2 RR) B EER A
SEELAMHEREE#S -

N\,

RBERE

WARE BMRBADAFEEREE HAE
ZRPER KRR —E&H DR

ZRBFE -

B BL B

BN 2 R A B AR B R AR T
BB ARRABR -2 LFREAFAG
FR2-EEREAREEEARAREE 2
SRR o AL E R % = 4 R 3 4 T BT
BEEE -

RRE=S
FE
w38 1E

&% —F-tEAA-+=A



PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS
Executive Directors

Mr. Yao Cho Fai Andrew

aged 51, was appointed as an Executive Director in December 1994.
He became the Chairman of the Board in July 1999 and served
as the Chief Executive Officer of the Company from July 1999 to
November 2012. Mr. Yao was re-appointed as the Chief Executive
Officer of the Company in November 2015. He is also the chairman
of the Nomination Committee and a member of the Remuneration
Committee of the Company. Mr. Yao is an independent
non-executive director of Kader Holdings Company Limited which
is a company listed on the main board of The Stock Exchange of
Hong Kong Limited (“Hong Kong Stock Exchange”) and Shanghai
Dazhong Public Utilities (Group) Co., Ltd. which is a company listed
on the Shanghai Stock Exchange and the main board of Hong Kong
Stock Exchange. Mr. Yao serves as the Hong Kong Deputy to the
12th National People’s Congress of the People’s Republic of China,
the chairman of Shanghai Hong Kong Association, the chairman
of Hongkong-Shanghai Economic Development Association, the
vice-chairman of Shanghai Federation of Industry & Commerce,
the deputy chairman of the council of Hong Kong Baptist University
and the board member of Fudan University in Shanghai. He was
awarded “Young Industrialist Awards of Hong Kong” by Federation
of Hong Kong Industries in 2004, Justice of Peace by Hong Kong
Special Administrative Region (“HKSAR”) in 2008 and “Bronze
Bauhinia Star” by HKSAR in 2016. Mr. Yao graduated from the
University of California, Berkeley with a bachelor’s degree in science
and Harvard Graduate School of Business with a master in business
administration.

EENEREEAERE

H2HZE

HITES

Pk 4E 1 ST A4

Et—® R-—ANAF+T -_ARZERER
AMTEF BN - NAANFEARRESS
ITRIN—NANANFLAE-_FT——-F+—A
BEEARREEHITE R-T—HF+—A -
MALERZERARBDERRITE - BILR/
ARrRERZE@XTRATFMEZEENE - ok
EERNBEBARIMBERAB(TEEBRR
FIDERETZAEZESEEERARAER LERE
HRGANBBBMXAEIMETZ EBEXR R
RAEXZ(REDBRNERARZBIIFNITES -
MAEZ ABREBEEFPEARIAMEE + =
EEEARRERREEEAXR LBEEHS
ek EAKEBERRWEER LETIAE
BAGRERF BTEREAEREGETIER
LtBEERERE BN _ZTHFLREEFE
TXReRB(FEEBTFILERE] R-_TF
NEEFERRITHRERA((HEEFERMD
BTFTAFHLIER _ZT-RFREFERFRK
FRREMARFER] - K ELEERNMBREM
MABYRSEELEM 0 RN FHEEEHRE
RIS TR e BB L 2 -

Annual Report 2016/17 3§

57



58

PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

EENGREEAERERE

Ms. Luk Pui Yin Grace

aged 52, was appointed as an Executive Director of the Company
in November 2015. She is also the Chief Financial Officer of the
Group. Prior to joining the Group in May 2013, she was the chief
operating officer and chief financial officer of North Asia Strategic
Holdings Limited (listed on the Growth Enterprise Market of the
Hong Kong Stock Exchange). Ms. Luk has over 10 years of private
equity experience and more than 25 years of financial management
experience in the Greater China region. During the period from 1994
to 2001, Ms. Luk was the director and financial controller of Kleinwort
Benson China Management Limited, the investment manager of
the London-listed China Investment & Development Fund. She was
also the vice president of Dresdner Kleinwort Capital, the private
equity arm of Dresdner Bank from 2001 to 2002. Ms. Luk was the
department head of the category financial management department
at Colgate-Palmolive (H.K.) Limited and was an auditor at Arthur
Andersen & Co in Hong Kong from 1988 to 1994. She graduated
from the Chinese University of Hong Kong with a bachelor’s degree
in business administration. Ms. Luk is a fellow of the UK Association
of Chartered Certified Accountants and an associate of both the UK
Chartered Institute of Management Accountants and the Hong Kong
Institute of Certified Public Accountants.

Mr. Lau Chi Chiu

aged 50, was appointed as an Executive Director of the Company
in November 2015. He is also the managing director of Hong Kong
Steel and International Trading of the Group. He joined the Group
in June 1991. Mr. Lau is responsible for the daily operations of the
business of the Group and has held various sales and marketing
and supply chain positions in the plastics and steel businesses of
the Group. He was the general manager of Group’s plastic business
from April 2003 to November 2011 and the general manager of the
Group’s steel business from December 2011 to May 2013. Mr. Lau
graduated from Curtin University of Technology in Australia with a
bachelor’s degree in commerce (marketing and management).
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

Independent Non-executive Directors
Mr. Tam King Ching Kenny

aged 68, was appointed as an Independent Non-executive Director
in September 2004. He is also the chairman of the Audit Committee
and a member of the Remuneration Committee and Nomination
Committee of the Company. Mr. Tam also serves as an independent
non-executive director of other listed companies on the main board
of the Hong Kong Stock Exchange namely, BeijingWest Industries
International Limited, CCT Fortis Holdings Limited, CCT Land
Holdings Limited, Kingmaker Footwear Holdings Limited, Shougang
Concord Grand (Group) Limited, Starlite Holdings Limited, West
China Cement Limited and Wisdom Education International Holdings
Company Limited. He is a practising Certified Public Accountant in
Hong Kong, a fellow member of the Hong Kong Institute of Certified
Public Accountants and a member of the Chartered Professional
Accountants of Ontario, Canada. Mr. Tam serves as a member of
the Restructuring and Insolvency Faculty Executive Committee, the
Small and Medium Practitioners Committee and the Insolvency SD
Vetting Committee in the Hong Kong Institute of Certified Public
Accountants. He was also a Past President of The Society of
Chinese Accountants and Auditors.

Mr. Xu Lin Bao

aged 68, was appointed as an Independent Non-executive Director
of the Company in April 2006. He is also the chairman of the
Remuneration Committee and a member of the Audit Committee
and the Nomination Committee of the Company. Mr. Xu is currently
the vice chairman of the Institute of Real Estate Shanghai Academy
of Social Sciences. He served as the standing executive of China
Real Estate Association (the 4th and 5th session), the chairman
of operation and management professional committee of China
Real Estate Association (the 4th and 5th session), the chairman of
Shanghai Housing and Land Group, the vice chairman of Shanghai
Real Estate Trade Association (the 5th and 6th session) and the
chairman of executives of Yi-ju China Real Estate Research Center.
He graduated from Fudan University, Shanghai with a degree in
EMBA. Mr. Xu is a senior qualified economist.

Mr. Tse Lung Wa Teddy

aged 53, was appointed as an Independent Non-executive
Director of the Company in August 2012. He is also the chairman
of the Corporate Practice Committee and a member of the Audit
Committee and the Remuneration Committee of the Company. Mr.
Tse worked for Cargill Hong Kong Limited since 1989 till March 2012
and his last position was senior vice president of Cargill Ferrous
International. Mr. Tse is the vice chairman of Smart Timing Steel
Limited since September 2012. He graduated from the University of
Hong Kong with a bachelor’s degree in art.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

EENEREEANERBE

Mr. Yeung Wing Sun Mike

aged 64, was appointed as an Independent Non-executive Director
of the Company in March 2014. He is also a member of the Audit
Committee and the Nomination Committee of the Company. Mr.
Yeung is an independent non-executive director of UMP Healthcare
Holdings Limited, a company listed on the main board of the Hong
Kong Stock Exchange. He has over 40 years’ working experience
in the banking industry. Mr. Yeung began his career with the HSBC
Group in 1972 and advanced himself in the organisation by taking
up different positions under various business streams including
personal banking, sales and marketing, branch operation and trade
service. Since 2001, Mr. Yeung was relocated to Shanghai and took
up the role of branch manager of HSBC Shanghai. In June 2006, he
was seconded to Hang Seng Bank (China) Limited and appointed
as the head of personal financial service and wealth management.
Mr. Yeung assumed the role of deputy chief executive and head of
retail banking and wealth management in May 2007. He retired from
HSBC Group in January 2014. Mr. Yeung is a member of Chinese
People’s Political Consultative Conference Committee in Shanghai
and the Honorary President of Hong Kong Chamber of Commerce
in Shanghai. He was awarded the “Magnolia Gold Award” presented
by the Shanghai Municipal government. He was also awarded The
Hong Kong Institute of Directors’ Professional Diploma in Company
Direction in April 2017.

SENIOR MANAGEMENT

The abovementioned Executive Directors are members of senior
management of the Group.
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Hong Kong Shanghai Alliance Holdings
Limited
(incorporated in Bermuda with limited liability)

OPINION

What we have audited

The consolidated financial statements of Hong Kong Shanghai
Alliance Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 69 to 176, which comprise:

° the consolidated statement of financial position as at 31st
March 2017;

° the consolidated income statement for the year then ended;

° the consolidated statement of comprehensive income for the
year then ended;

° the consolidated statement of changes in equity for the year
then ended;

° the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which
include a summeary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31st
March 2017, 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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INDEPENDENT AUDITOR'S REPORT
B ZBEHRE

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the “Audit of the Consolidated Financial
Statements” section of our report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current year. 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.

Key audit matters identified in our audit are summarised as follows:
° Valuation of an investment property

° Onerous contract provision relating to unfulfilled rebar sales
contracts

o Recognition of deferred income tax assets
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KEY AUDIT MATTERS (Continued)
Key Audit Matters

INDEPENDENT AUDITOR'S REPORT

B AR E

FARETSEEER)

How our audit addressed the Key Audit Matters

BRETEE BMNES N EEERENSE
Valuation of an investment property Our procedures in relation to management’s valuation of
—EREVENGKE the investment property included:

Refer to notes 4(a) and 15 to the consolidated financial
statements

BRI E AN it4(a) 16

As at 31st March 2017, the carrying amount of the
Group’s investment property in the People’s Republic of
China (“PRC”) was approximately HK$1,222.7 million and
a fair value gain of approximately HK$272.0 million was
recognised in the consolidated income statement during
the year. The Group engaged an independent professional
valuer to perform valuation on the investment property
as at 31st March 2017 based on income capitalisation
approach and direct comparison approach.
RZZEBE—tF=A=+—H  E5EEFEARLNEH
(ATEBEIRE]) BREYEHRmEEL R1,222,700,000
BT M#)272,000,00078 TTH) A o BEW SN RN FE K4

AREGEXTER - EEEEF 2B UFEMBEMRKA
BERMOERBERELEBEHRN —T—tF=A=+t—HBHK
BYEAETTHE -

We focus on this area because the valuation is dependent
on certain key assumptions including market rent, term,
reversionary yield and implied unit rates, which require
significant management judgement.
BPEENZEE  ARFTAETIERRE T
EmHEe - HR - WEER
BB Kl o
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BREEBEUX EF2F EEJE

AR EREBEEREDENEETHETHIEFERE
° Evaluating the competence, capabilities and
objectivity of the independent external valuer;

o« FEBYAMMEEBNANE N REREE

° Assessing the methodologies used and the key
assumptions with the assistance from our in-house
valuation specialist; and

s HEBRMAMBEHEEZERNBHT
ERFEERR

FHE B ERER N

° Assessing the reasonableness of the key
assumptions, including market rent, term and
reversionary yield and implied unit rates, adopted
by the valuer by comparing with relevant market
data, comparable market transactions and industry
research.
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We found the key assumptions were supportable by the
available and comparable market evidence.
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INDEPENDENT AUDITOR'S REPORT

B ZBEHRE

KEY AUDIT MATTERS (Continued)

Key Audit Matters (Continued)
BRENSEE (&)

BRESSEH(E)

How our audit addressed the Key Audit Matters
(Continued)

KW ES R EERETEE (F)

Onerous contract provision relating to unfulfilled
rebar sales contracts

ERBITHNRGHEETERACEHZORE

Refer to notes 4(b) and 30 to the consolidated financial
statements

B[ & B TR B it 4(b) &30

As at 31st March 2017, the Group had certain unfulfilled
rebar sales contracts. If these sales contracts were
fulfilled by purchases at prices higher than the contracted
selling prices, the Group would incur a loss. As a result,
management assessed if any provision for these onerous
contacts is required to be made based on the expected
purchase prices of inventories and forecasted delivery
schedules.

RZZE—+F=A=+—H  EKEEETRBETHNHH
HEAE - MZEHEENBEBRASRITENHE
BRxTK - BESEHELER Al EBENGZS
BRARESHFERBEFECHEBE B LKA RNERBE
A Al B 4 o

Accordingly, management recognised an onerous contract
provision of HK$14.0 million as at 31st March 2017.

it EBEER_ZT—tF=A=1+—BHEREEZHE
1%14,000,0007% T °

The estimate of the provision requires the estimation of
expected purchase prices of inventories to fulfil rebar sales
contracts and the expected dates of deliveries for these
sales contracts.

L REFS R EXHSHET ENRNBETENE
BERZEHETECRPRINBEE -

Hong Kong Shanghai Alliance Holdings Limited

Our procedures in relation to management’s assessment
on onerous contract provision included:

B EEEEBEZNBE A METHREFEH

° Evaluating the basis adopted by management for
determining onerous contract provision relating to
unfulfilled rebar sales contracts;

s HHEEENEEABITNNMHEETERHEZEE
LR EPTRN 2 B4

° Obtaining management analysis and calculation
of onerous contract provision and assessing the
key assumptions adopted in the analysis, including
comparing the expected purchase prices of
inventories with the latest unit purchase price and
comparing the forecasted delivery schedules with the
historical trend and recent delivery;

s NSEREUARBRABGBZ O LEE - AR
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° Checking, on a sample basis, the accuracy of the
pre-agreed contractually stated selling prices and the
quantity of goods in the unfulfilled sales contracts;
and

s UHMERAXBREBREBERSHNPIRECEEBRRE
THEFBEREmBENERME &

° Checking, on a sample basis, the management’s
computation of provision recognised for these
onerous contracts.

s HMEAXAREEREURSERERZNMBERERE 2
s o

We obtained management’s assessment of onerous
contract provision and considered it is supportable by the
available evidence.
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KEY AUDIT MATTERS (Continued)

Key Audit Matters (Continued)
BRESEE (&)

INDEPENDENT AUDITOR'S REPORT

B AR E

BRESSEHE(E)

How our audit addressed the Key Audit Matters
(Continued)

BN ES AR EERETTEE (F)

Recognition of deferred income tax assets

EEFEHEERR

Refer to notes 4(c) and 22 to the consolidated financial
statements
R [i7 & B B I it 4(c) k22

As at 31st March 2017, the Group has recognised
deferred income tax assets of HK$26.4 million in relation
to the cumulative tax losses of certain subsidiaries of the
Company in different jurisdictions.
R=ZE—tF=ZA=+—H BEEREQFUNRTRAF
FEER2ETHEB AR 2 R HMIBEEBERELTHMEN
& B £ 4926,400,000/8 7T °

The recognition involved management’s judgement
on the estimation of whether there would be sufficient
taxable profits in future periods to utilise the tax losses.
Key assumptions adopted in management assessment
included forecasted revenue growth rates and forecasted
operating margins.
BRELFENMEESRERBREFRRABARE R R
%) JRE FR 5 g M) AR PR A5 765 85 18 4 1 I T o B3R B AT (A PR
M FEBRBEEBARAEREREALEEN -

Our procedures in relation to management’s assessment
on recognition of deferred income tax assets included:
B ERELEMEHEECEEENGEMETHNRERFE
¥

° Obtaining management’s profit forecast and
discussing with management about the key
assumptions considered in the profit forecast;

o HUSEIERE 2R MR K B E TR B 5w 7O A TR PR
ERZFEFEZRR

° Assessing the reliability of management’s profit
forecast by comparing the actual results for the
current year to prior year profit forecast; and

s BBUBAFEEREEHBEFEHNIA -
EREBERNTERANTEN : &

° Assessing the key assumptions applied in the
management assessment as to whether there will
be sufficient taxable profits in future periods to
support the recognition of deferred tax assets,
including comparing the forecasted revenue growth
rates and operating margins to historical and recent
performance.

e GIEEBEEERARKRIBIEHE R MERTE NI
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We consider management’s judgement in the recognition
of deferred income tax assets to be supportable by the
available information.
BMRREEERBETEAENEERRBZHGHEASER
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INDEPENDENT AUDITOR'S REPORT
B ZBEHRE

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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 Audit Committee is responsible for overseeing the Group’s
financial reporting process.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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INDEPENDENT AUDITOR'S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, in accordance with Section 90 of
the Companies Act 1981 of Bermuda and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial
statements.

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

° |dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

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

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

° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
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INDEPENDENT AUDITOR'S REPORT
B ZBEHRE

AUDITOR’S 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.

° 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 year and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Mr. Chow Shiu Hay, Antonio.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd June 2017

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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For the year ended 31st March 2017 & Z - =

CONSOLIDATED INCOME STATEMENT

gb'ﬁl:l éﬁn%
—tF=A=F+—HILFEE

2017 2016
—E—tF ZE—RF
Notes HK$’000 HK$’000
Bt & FERT TFAT
Revenue g A 5 3,022,923 3,380,161
Cost of sales 55 BX AR 7 (2,687,782) (2,964,591)
Gross profit E | 335,141 415,570
Selling and distribution expenses HE k7 HZ M 7 (129,277) (78,624)
General and administrative expenses — M RATH X B 7 (295,061) (302,866)
Other gains/(losses) — net Hihlezs / (B51E) — B85 6 217,961 (21,059
Fair value gain on an investment property &Y% 2 A2 BE K% 15 271,985 199,514
Operating profit R R A 400,749 212,535
Finance income BRI 10 1,964 2,065
Finance costs e 10 (119,085) (65,404)
Share of results of associates — net JEEEE AR 2 ¥E — FH 20 - (7,364)
Share of results of joint ventures — net B &R Al ¥4 — B8 21 (36,511) 4,437
Profit before income tax BR B4 A1 & A 247,117 146,269
Income tax expense FrS & i 11 (147,981) (75,005)
Profit for the year FEER 99,136 71,264
Profit attributable to: FEAG 5 A -
Owners of the Company ZIN/NEIEF =N 101,776 70,105
Non-controlling interests FE 2 51 1 A 25 (2,640) 1,159
99,136 71,264
Earnings per ordinary share ANRHEEAEBEER
attributable to owners of the BREBERARN
Company for the year
Basic earnings per share FRREREF 13 HK15.86 cents %fl  HK10.95 cents 71l
Diluted earnings per share IS BT 13 HK15.63 cents #{l  HK10.72 cents 1L
The notes are an integral part of these consolidated financial WMERZEFRaVBRRER L 2D °

statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

AEEHER

For the year ended 31st March 2017 #HE-—ZE—+FE=A=+—HILtEE

2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FERT TATT
Profit for the year FERAN 99,136 71,264
Other comprehensive income/(loss): Hi2EWA ~(EE) :
Items that have been reclassified EEHOBEIERTENIE
or may be subsequently BEZZEE :
reclassified to profit or loss:
Change in fair value of available-for-sale At HE 2 HEEEZ
financial asset (Note 23) AREEES (FF:F23) 19 (99)
Currency translation differences EHCTE H =% (109,890) (43,438)
Realisation of translation reserve LEWBARITRZ
upon disposal of subsidiaries X FEER 87,383 —
Other comprehensive loss for the year £ E H #h 2 H £ 8 (22,488) (43,537)
Total comprehensive income FEZHEWAHATE
for the year 76,648 27,727
Total comprehensive income/(loss) EBaEE2EBA S (EE) 85 :
attributable to:
— Owners of the Company — RXRAIHER A 79,310 26,568
— Non-controlling interests — FERE M A (2,662) 1,159
76,648 27,727
The notes are an integral part of these consolidated financial WMERZEEREVBmRER L °

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI ER

As at 31stMarch2017 R—Z—+F=A=+—H

2017 2016
—E—tF ZE—RF
Notes HK$’000 HK$'000
B 5 FE T TFAT
ASSETS BE
Non-current assets EREBEE
Property, plant and equipment ME - WE LR 14 163,489 220,536
Investment property REMZE 15 1,222,682 1,311,600
Land use rights + b {55 A A 16 9,518 44,536
Intangible assets mEE 17 - 80,178
Investments in joint ventures NELENRIZEE 21 110,631 148,108
Prepayments, deposits and ENRE - - ZE Rk
other receivables H th J& W R K 27 52,860 286,316
Deferred income tax assets RIEFTS R E E 22 21,370 18,456
Available-for-sale financial asset A E BB E 23 506 487
1,581,056 2,110,217
Current assets ENEE
Prepayments, deposits and FERNRIE - - ZE Rk
other receivables H b fE U BR T 27 165,281 147,541
Inventories 78 25 395,628 175,634
Amounts due from joint ventures FEWE & AFIEREX 21 34,360 15,593
Trade and bill receivables FEWRE R R EE 26 495,033 461,717
Financial assets at fair value BAREBETAERZ
through profit or loss s A E 24 15,500 15,630
Pledged bank deposits BRI TIFE 28 68,659 59,166
Cash and cash equivalents HeMReSEE 28 628,382 546,261
1,802,843 1,421,542
Total assets EEBAE 3,383,899 3,531,759
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

me iR E (&)

As at 31st March2017 R—_Z—+E=A=+—H

2017 2016
—E—+tF —E—RF
Notes HK$’000 HK$’000
B o THExT FHET
EQUITY AND LIABILITIES EakB&E
Equity attributable to owners of BAREE ARLER
the Company
Share capital R& 72 32 64,188 64,064
Reserves fH 34 1,045,323 995,360
1,109,511 1,059,424
Non-controlling interests FEiEHI R 21,387 2,079
Total equity EREEm 1,130,898 1,061,503
Liabilities =R
Non-current liabilities ERBEE
Accrued liabilities and other payables FEET B & & E A FE S BR X 30 7,223 10,755
Deferred income tax liabilities RIEFTETEE 22 69,638 200,438
Borrowings BE 31 509,190 1,140,423
586,051 1,351,616
Current liabilities REBEE
Trade and bill payables ERERERE 29 143,604 132,581
Receipts in advance Sl E QL] 28,696 36,688
Accrued liabilities and other payables EtaEhEMENER 30 163,688 83,233
Amount due to a joint venture EREE RRER 21 49,900 —
Current income tax liabilities EHFREHRAas 67,916 14177
Borrowings ENET 31 1,213,146 851,961
1,666,950 1,118,640
Total liabilities EEA%E 2,253,001 2,470,256
Total equity and liabilities =R EEHE 3,383,899 3,531,759

The notes are an integral part of these consolidated financial

statements.

The consolidated financial statements were approved by the Board
of Directors on 23rd June 2017 and were signed on its behalf.

Yao Cho Fai Andrew
B4 12

Chairman
*E

Luk Pui Yin Grace

Executive Director

HWITES

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
2B

For the year ended 31st March 2017 #HE-—E—+E=A=+—HILEE

=1 A\ el L 4
=] *Eﬁﬁ"

Attributable to owners of the Company

NGk =N L
Non-
Share Other Retained controlling Total
capital reserves earnings Total interest equity
il
RA  HAthiEE  REAN B Bn  Endd
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT THT THT
(Note 32) (Note 34) (Note 34)
(WsF32)  (BaEs4)  (Kizra4)
As at 1st April 2015 R-ZE-HEFEMWA—H 63,227 596,266 411,688 1,071,181 920 1,072,101
Profit for the year FEEF - — 70,105 70,105 1,159 71,264
Other comprehensive (loss)/income Eft2 & (E#&) /KA
— Change in fair value of — N ECHBEEL
avallable-for-sale financial AREEE
asset (Note 23) (Kt7£23) - (99) - (99) - (99)
— Currency translation differences ~ — EBERZ% - (43,438) - (43,438) - (43,438)
Total comprehensive (loss)/income 2 (B18) /WA L% - (43,5837) 70,105 26,568 1,159 21,727
Transactions with owners in BEALNEEEANE R
their capacity as owners ETHRES
Appropriation of statutory reserves RELTEHE - (81) 81 - - -
Lapse of share options Rz Bk = (141) 141 = = =
Share-based payment R BER 2L~ - 1,859 = 1,859 = 1,859
Exercise of share options 1TE R MR i 837 2,542 = 3,379 = 3,379
Dividends paid to owners of ERAAREEA
the Company ZRE
— 2015 final dividend —ZZ-AFREKRE = = (32,032) (32,032) - (32,032)
— 2016 interim dividend —ZE-"FHERE = = (11,531) (11,531) - (11,531)
Total transactions with owners in BEEANNEBE AN R
their capacity as owners ETNRSEE 837 4179 (43,341) (38,325) — (38,325)
As at 31st March 2016 RZE-RE=A=+—-H 64,064 556,908 438,452 1,069,424 2,019 1,061,503
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
meERZER (&)

For the year ended 31st March 2017 #HE-—ZE—+FE=A=+—HILtEE

Attributable to owners of the Company

NG 2PN
Non-
Share Other  Retained controlling Total
capital reserves earnings Total interest equity
FRHIE
Ba  HittfE REEF “e B ERAH

HK$000 HK$’000 HK$’000 HK$000 HK$000 HK$’000
TER TER TER TEx TER TEx

(Note 32)  (Note 34)  (Note 34)

(fk32)  (P¥aEsa)  (MaEs4)

As at 1st April 2016 R-Z-"EMA-A 64,064 556,908 438,452 1,059,424 2,079 1,061,503
Profit/(loss) for the year FEHEF/ (BR) - - 101,776 101,776 (2,640) 99,136
Other comprehensive income/(loss) Ett2E WA / (F#B)
— Change in fair value of — AR EZBBEEL
available-for-sale financial AREELE
asset (Note 23) (FizE23) - 19 - 19 = 19
— Currency translation differences ~ — §XEHZE - (109,868) - (109,868) (22) (109,890
— Realisation of translation reserve  — HEMB A AR ZEH
upon disposal of subsidiaries FEER
(Note 36) (fi7£36) - 87,383 - 87,383 - 87,383
Total comprehensive (loss)/income 2 (B18) /WA 25 - (22,466) 101,776 79,310 (2,662) 76,648

Transactions with owners in BEANEBRBEANE R

their capacity as owners ETHRS
Appropriation of statutory reserves  REETEHE - 160 (160) = = =
Lapse of share options R R - (345) 345 - - -
Share-based payment ARPBER S - 1,060 - 1,060 - 1,060
Exercise of share options bR E 124 656 - 780 - 780
Change on ownership interest in R—ERBRREEEER

a subsidiary without change of B E) 15 b T B

control (Note 37) (KtzE37) - (10,137) - (10,137) 21,970 11,833
Dividends paid to owners of BERARAEEA

the Company ZIRE

— 2016 final dividend — ZZ-RERBRE — — (6,419) (6,419) - (6,419)

— 2017 interim dividend —ZZ—t+ERBRE — — (14,507)  (14,507) - (14,507)
Total transactions with owners in BEANEBEEANSH

their capacity as owners ETNRHEE 124 (8,606) (20,741) (29,223) 21,970 (7,253)
As at 31st March 2017 R-ZZE-t#=A=+-H 64,188 525,836 519,487 1,109,511 21,387 1,130,898
The notes are an integral part of these consolidated financial WMERZEHREVBMRER L —HH °
statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FeRemER

For the year ended 31st March 2017 #HE-—E—+E=A=+—HILEE

2017 2016
—E—+F —E-RF
Notes HK$’000 HK$'000
BT TER FET
Cash flows from operating activities RETH BERE
Cash (used in)/generated from operations me () EExzBe 35(a) (254,310) 256,359
Interest received 2 WF 8 1,715 2,065
Interest paid ERFHE (99,075) (60,364)
Hong Kong profits tax paid ENBEEFNER (13,145) (15,718)
China corporate income tax paid B EPEMEH (11,883) (6,707)
Net cash (outflow)/inflow from meEg Rt MAZ
operating activities ReFE (376,698) 175,635
Cash flows from investing activities REZHZEERE
Purchase of property, plant and equipment ~ B EW%  KE R HE (5,581) (149,245)
Proceeds received from disposals of HEME BEMKEZ
property, plant and equipment FT{3 38 35(b) 2,003 598
Deposit paid for acquisition of WiE—THREMEL
an investment property BfiEs 27 - (259,231)
Purchase of an investment property BE-HELEME (735,668) =
Capital expenditures for REMEL
investment properties BARE 5 (16,990) (28,710)
Net proceeds received from B EHE A A
disposal of subsidiaries FTi5 B % E 36 704,510 -
Investment in a joint venture BERNAEE 21 (13,784) (19,500)
Purchase of available-for-sale financial asset B & A it & 7 B 5 & & 23 - (128)
Net purchase of financial assets BERAABEGFABRZ
at fair value through profit or loss BB EFE - (4,670)
Net cash outflow from investing activities BETBHREZHES FE (65,510) (460,886)
Cash flows from financing activities METH2BERE
Proceeds from bank loans RITERZ 15 5KIA 615,681 964,069
Repayment of bank loans EERITER (462,253) (358,112)
Net increase/(decrease) in trust ERRERTERZ
receipt bank loans =40 S R 395,003 (62,731)
Increase in pledged bank deposits B3R ER 1T 7 538 0 (9,493) (20,290)
Consideration received from eI s B 2 RE
non-controlling interests 37 11,833 —
Dividends paid to owners of the Company ENARRERAZKE (20,926) (43,563)
Exercise of share options TR ke 780 3,379
Net cash inflow from financing activities BEETHRAZESFE 530,625 482,752
Net increase in cash and cash equivalents ReEhBE&FE2EM 88,417 197,501
Cash and cash equivalents, FHZ
beginning of the year RekBAeSFE 546,261 354,997
Currency translation differences BHE K ZE (6,296) (6,237)
Cash and cash equivalents, end of the year FR7EERELE 628,382 546,261
The notes are an integral part of these consolidated financial M RZEGFEMBERRERB L D -

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MY R

1 General information

Hong Kong Shanghai Alliance Holdings Limited (formerly
known as Van Shung Chong Holdings Limited) (the “Company”)
is a limited liability company incorporated in Bermuda on 12th
January 1994 as an exempted company under the Companies
Act 1981 of Bermuda. The shares of the Company have
been listed on the Main Board of The Stock Exchange of
Hong Kong Limited since 18th February 1994. The address
of its registered office is Clarendon House, 2 Church Street,

Hamilton HM11, Bermuda.

The Company and its subsidiaries (the “Group”) are principally
engaged in stockholding and distribution of construction
materials such as steel products; trading of sanitary wares,
kitchen cabinets and engineering plastics; steel recycling and

property business.

These consolidated financial statements are presented in Hong

Kong dollar (“HK$”), unless otherwise stated.

2 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

These consolidated financial statements have been
prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRS”) and
requirements of the Hong Kong Companies Ordinance
Cap. 622. They have been prepared under the historical
cost convention, as modified by the revaluation of
available-for-sale financial asset, financial assets at fair
value through profit or loss and investment property,

which are carried at fair value.

The preparation of these consolidated 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.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(@)

The Group has adopted the following new, revised
and amended standards and interpretations to
existing standards (“new HKFRSs”) that have been
issued and are effective for the Group’s accounting
year beginning on or after 1st April 2016:

HKAS 1 (Amendment)  Disclosure Initiative

HKAS 7 (Amendment)  Disclosure Initiative

HKAS 12 (Amendment)  Recognition of Deferred Tax
Assets for Unrealised Losses
HKAS 16 and HKAS 38  Clarification of Acceptable
(Amendment) Methods of Depreciation and
Amortisation

HKAS 16 and HKAS 41
(Amendment)

Agriculture: Bearer Plants

HKAS 27 (Amendment)  Equity Method in Separate
Financial Statements
Investment Entities: Applying

the Consolidation Exception

HKFRS 10, HKFRS 12
and HKAS 28
(Amendment)

HKFRS 11 (Amendment) Accounting for Acquisitions of
Interests in Joint Operations
HKFRS 14 Regulatory Deferral Accounts

Annual Improvements
2012-2014 Cycle

Annual Improvements to HKFRSs
issued in October 2014

The adoption of these new HKFRSs did not result
in substantial changes to the accounting policies
of the Group and had no material effect on how
the results and financial position for the current or
prior accounting periods have been prepared and
presented.

e RS ERAR MR
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21 REEE(E)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group:

TEETRERBEGE)

21 wWBEEE(HE)

(b)

ATHAE - BB REEBENRE
ARHEAEENZ2REBEE AR
HE R AN £= B4R A R A

Effective for
accounting periods
beginning on or after

RUTB#EZ
®EBZ
SHEER

HKFRS 2 (Amendment)

BB IR ELERIF 255
(&3T)

HKFRS 9
BB WS A L

HKFRS 10 and HKAS 28
(Amendment)

BB S 2ERIE 1058
BB g &R 552858
(f£31)

HKFRS 15
BB E L FE 165

HKFRS 15 (Amendment)
BB B S 2RI 1558
(f£37)

HKFRS 16
BRI HELENFE 165

Hong Kong Shanghai Alliance Holdings Limited

Classification and Measurement of
Share-based Payment Transactions

BN RERZNRZZ 2 BRE

Financial Instruments
@ THE

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

Revenue from Contracts with Customers
REBFEH 2 W

Clarifications to HKFRS 15
HEBTBRELENE1SH 2 BB

Leases
HE

BARABESEZERERAR

1st January 2018
—E-N\F—H—H
1st January 2018
—E-N\F—H—H

To be determined

N

FEX

1st January 2018
—T-/\%—HA—H

1st January 2018
—E-N\F—H—H

1st January 2019
—E-NF—HA—H



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group: (Continued)

HKFRS 9 ‘Financial Instruments’

HKFRS 9 has three financial asset classification
categories for investments in debt instruments:
amortised cost, fair value through other
comprehensive income (“OCI”) and fair value
through profit or loss. Classification is driven by
the entity’s business model for managing the
debt instruments and their contractual cash flow
characteristics. Investments in equity instruments
are always measured at fair value. However,
management can make an irrevocable election
to present changes in fair value in OCI, provided
the instrument is not held for trading. If the equity
instrument is held for trading, changes in fair value
are presented in profit or loss. For financial liabilities
there are two classification categories: amortised
cost and fair value through profit or loss. Where
non-derivative financial liabilities are designated
at fair value through profit or loss, the changes in
the fair value due to changes in the liability’s own
credit risk are recognised in OCI, unless such
changes in fair value would create an accounting
mismatch in profit or loss, in which case, all fair
value movements are recognised in profit or loss.
There is no subsequent recycling of the amounts in
OCI to profit or loss. For financial liabilities held for
trading (including derivative financial liabilities), all
changes in fair value are presented in profit or loss.

e RS ERAR MR
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21 WREE(H)

(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

Hong Kong Shanghai Alliance Holdings Limited

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group: (Continued)

HKFRS 9 ‘Financial Instruments’ (Continued)

HKFRS 9 introduces a new model for the
recognition of impairment losses — the expected
credit losses (“ECL”) model, which constitutes a
change from the incurred loss model in HKAS 39.
HKFRS 9 contains a ‘three stage’ approach, which
is based on the change in credit quality of financial
assets since initial recognition. Assets move
through the three stages as credit quality changes
and the stages dictate how an entity measures
impairment losses and applies the effective interest
rate method. The new rules mean that on initial
recognition of a non-credit impaired financial asset
carried at amortised cost a day-1 loss equal to the
12-month ECL is recognised in profit or loss. In
the case of accounts receivables this day-1 loss
will be equal to their lifetime ECL. Where there is
a significant increase in credit risk, impairment is
measured using lifetime ECL rather than 12-month
ECL.

HKFRS 9 applies to all hedging relationships,
with the exception of portfolio fair value hedges of
interest rate risk. The new guidance better aligns
hedge accounting with the risk management
activities of an entity and provides relief from the
more ‘rule-based’ approach of HKAS 39.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group: (Continued)

HKFRS 15 ‘Revenue from Contracts with
Customers’

HKFRS 15 establishes a comprehensive framework
for determining when to recognise revenue and
how much revenue to recognise through a 5-step
approach:

(1) Identify the contract(s) with customer;

(2) ldentify separate performance obligations in a
contract;

(8)  Determine the transaction price;

(4) Allocate transaction price to performance
obligations; and

(6) Recognise revenue when performance
obligation is satisfied.

The core principle is that a company should
recognise revenue to depict the transfer of
promised goods or services to the customer in an
amount that reflects the consideration to which
the company expects to be entitled in exchange
for those goods or services. It moves away from a
revenue recognition model based on an earnings
processes to an ‘asset-liability” approach based on
transfer of control.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

Hong Kong Shanghai Alliance Holdings Limited

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group: (Continued)

HKFRS 15 ‘Revenue from Contracts with
Customers’ (Continued)

HKFRS 15 provides specific guidance on
capitalisation of contract cost and license
arrangements. It also includes a cohesive set of
disclosure requirements about the nature, amount,
timing and uncertainty of revenue and cash flows
arising from the entity’s contracts with customers.

Management is currently assessing the impact
of applying HKFRS 15 on the Group’s financial
statements by identifying the separate performance
obligations in the contracts with customers and
allocating the transactions price, which could affect
the timing of the revenue recognition. Management
will make more detailed assessments of the impact
over the next twelve months.

HKFRS 16 ‘Leases’

HKFRS 16, ‘Leases’ addresses the definition of
a lease, recognition and measurement of leases
and establishes principles for reporting useful
information to users of financial statements about
the leasing activities of both lessees and lessors.
A key change arising from HKFRS 16 is that most
operating leases will be accounted for on balance
sheet for lessees. The standard replaces HKAS 17
‘Leases’, and related interpretations.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(b)

The following new, revised and amended standards
and interpretations to existing standards that are
effective and have not been early adopted by the
Group: (Continued)

HKFRS 16 ‘Leases’ (Continued)

The standard will affect primarily the accounting
for Group’s operating leases. As at the reporting
date, the Group has non-cancellable operating
lease commitments of HK$96,313,000 (Note 38(a)
(ii)). 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.

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.

Apart from aforementioned HKFRS 9, HKFRS 15
and HKFRS 16, the directors of the Company are
in the process of assessing the financial impact
of the adoption of the above new standards,
amendments to standards. The directors of the
Company will adopt the new standards and
amendments to standards when they become
effective.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MY R

2 Summary of significant accounting policies
(Continued)

2.2 Subsidiaries
(a) 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 right 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.

() 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.

Acquisition-related costs are expensed as
incurred.

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
(Note 2.8(a)). 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
e RS ERAR MR

2 Summary of significant accounting policies

(Continued)

2.2 Subsidiaries (Continued)

(a) Consolidation (Continued)

()

(i)

(ii)

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 asset. \WWhen 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.

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 the 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

2

Summary of significant accounting policies
(Continued)

2.2 Subsidiaries (Continued)

(b) 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.

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 investments in associates include goodwill
identified on acquisition.

The Group’s share of post-acquisition profits or losses
is recognised in the consolidated income statement,
and its share of post-acquisition movements in reserves
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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.3

2.4

Associates (Continued)

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 results of associates — net” in the consolidated
income statement.

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 also 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.

Joint arrangements

The Group has applied HKFRS 11 — Joint Arrangements
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
e RS ERAR MY R

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 @ manner consistent
with the internal reporting provided to the Chief
Operating Decision Maker (“CODM?”), who is responsible
for allocating resources and assessing performance
of the operating segments, has been identified as the
executive directors that make strategic decisions.
Information relating to segment assets and liabilities is
not disclosed as such information is not reported to the
CODM.

Foreign currency translation
(a) Functional and presentation currency

ltems 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 HK$, which is the Company’s
functional and the Group’s presentation currency.

(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 remeasured. 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. All foreign exchange gains and
losses are presented in the consolidated income
statement within “other gains/(losses) — net”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.6 Foreign currency translation (Continued)

(b)

(c)

Transactions and balances (Continued)

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.

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 statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

(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
e RS ERAR MY R

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.

2.7 Property, plant and equipment

Property, plant and equipment, other than construction
in progress, is stated at historical cost less depreciation.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

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 year in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MR

2 Summary of significant accounting policies 2 FESTHEMEE)
(Continued)

2.7 Property, plant and equipment (Continued) 27 Y - BMERSZEE)

The depreciation of property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful
lives, as follows:

WE - BEERREBZITERBMGH
FEREFHRRBEREIBRAD BEF
BEBEFEDT

— Buildings 2% to 20% —&F 2%%E20%
— Leasehold improvements 20% to 33% —HEWEEE 20% %= 33%
— Furniture and equipment 15% to 33% — R R R 15%Z33%
— Machinery 10% to 25% — H2s 10%ZE25%
— Motor vehicles and vessels 5% to 20% — "B K 5%Z20%

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 2.11).

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognised within “general and administrative expenses”
in the consolidated income statement.

Construction in progress represents a plant under
construction, which is stated at cost less any impairment
loss, and is not depreciated. Cost comprises the direct
costs of construction. Construction in progress is
reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.
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Hong Kong Shanghai Alliance Holdings Limited

Summary of significant accounting policies
(Continued)

2.8

Intangible assets

(a)

(b)

(c)

Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration
transferred over the Group’s interest in net fair
value of the net identifiable assets, liabilities and
contingent liabilities of the acquiree and the fair
value of the non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units (“CGUs”), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity
at which the goodwill is monitored for internal
management purposes. Goodwill is monitored at
the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value
in use and the fair value less costs of disposal.
Any impairment is recognised immediately as an
expense and is not subsequently reversed.

Distribution rights

Distribution rights acquired in a business
combination are recognised at fair values at the
acquisition date. Distribution rights have a finite
useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using
the straight-line method to allocate the cost of
distribution rights over their estimated useful life of
10 years.

Favorable lease terms (i.e. use right of car
park)

Use right of car park acquired in a business
combination is recognised at fair values at the
acquisition date. Use right of car park has a finite
useful life and is carried at cost less accumulated
amortisation. Amortisation is calculated using the
straight-line method to allocate the cost of use
right of car park over its estimated useful life of 20
years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Summary of significant accounting policies
(Continued)

2.9

Land use rights

The up-front prepayments made for land use rights are
accounted for as operating leases. They are recognised
in the consolidated income statement on a straight-line
basis over the periods of the land use rights, or when
there is impairment, the impairment is recognised in the
consolidated income statement.

2.10 Investment property

2.11

Investment property, principally comprising leasehold
land and buildings, is held for long-term rental yields
or for capital appreciation or both, and that is not
occupied by the companies in the Group. Land held
under operating leases are classified and accounted for
as investment property when the rest of the definition of
investment property is met. In such case, the operating
lease concerned is accounted for as if it were a finance
lease.

Investment property is measured initially at its cost,
including related transaction costs. After initial
recognition, investment property is carried at fair value,
representing open market value determined at each
reporting date by external valuers. Fair value is based
on active market prices, adjusted, if necessary, for
any difference in the nature, location or condition of
the specific asset. If the information is not available,
the Group uses alternative valuation methods such as
recent prices on less active markets or discounted cash
flow projections. Changes in fair values are recorded in
consolidated income statement as part of a valuation
gain or loss in “other gains/(losses) — net”.

Impairment of non-financial assets

Assets that have an indefinite useful life — for example
goodwill, 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 (CGUs). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting
date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Summary of significant accounting policies
(Continued)

2.12 Financial assets
(a) Classification

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 purposes
for which the financial assets were acquired.
Management determines the classification of its
financial assets at initial recognition.

() 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.

(i) 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
“trade and bill receivables”, “deposits and
other receivables”, “amounts due from joint
ventures”, “pledged bank deposits” and “cash
and cash equivalents” in the consolidated

statement of financial position.

(i) 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.12 Financial assets (Continued)

(b)

(c)

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 asset and financial
assets at fair value through profit or loss are
subsequently carried at fair values. 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 recognised in the
consolidated income statement, within “other
gains/(losses) — net” in the period in which they
arise. Dividend income from financial assets at fair
value through profit or loss is recognised in the
income statement as part of “other gains/(losses)
— net” 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.

Offsetting financial instruments

Financial assets and liabilities are offset and the
net amount reported in the statement of financial
position 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.
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Hong Kong Shanghai Alliance Holdings Limited

Summary of significant accounting policies
(Continued)

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.

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, 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
e RS ERAR MR

2 Summary of significant accounting policies 2 FESTHEMEE)
(Continued)
2.13 Impairment of financial assets (Continued) 213 B EE 2R E (FE)

(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. In the case of equity investments
classified as available-for-sale, a significant or
prolonged decline in the fair value of the security
below its cost is also evidence that the assets
are impaired. If any such evidence exists for
available-for-sale financial asset, 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.

2.14 Derivative financial instruments

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
remeasured at their fair value. The method of recognising
the resulting gain or loss depends on whether the
derivative is designated as a hedging instrument, and
if so, the nature of the item being hedged. Since the
derivative instruments entered into by the Group do not
qualify for hedge accounting, changes in the fair value of
these derivative instruments are recognised immediately
in the consolidated income statement within “other
gains/(losses) — net”.

2.15 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-in,
first-out method. It excludes borrowing costs. Net
realisable value is the estimated selling price in the
ordinary course of business, less applicable variable
selling expenses.
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Hong Kong Shanghai Alliance Holdings Limited

Summary of significant accounting policies
(Continued)

2.16 Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade 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.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for

impairment.

2.17 Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand and deposits held
at call with banks with original maturities of three months

or less.

2.18 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.

2.19 Trade and other payables

Trade payables 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.

Trade and other payables 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

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
stated 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 acquisitions, 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.

All other borrowing costs are recognised in the
consolidated income statement in the period in which
they are incurred.
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Hong Kong Shanghai Alliance Holdings Limited

Summary of significant accounting policies
(Continued)

2.22 Current and deferred income tax

The tax expense for the period comprises current
and deferred income tax. Tax is recognised in the
consolidated income statement, except to the extent
that it relates to item recognised directly 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)

(b)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the reporting 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.

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 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 at the reporting 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 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

2 Summary of significant accounting policies
(Continued)

2.22 Current and deferred income tax (Continued)

(b)

(c)

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
ventures, 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 and joint
ventures. 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
associates and joint ventures’ undistributed profits
is not recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and joint
ventures 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.

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.
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2

Hong Kong Shanghai Alliance Holdings Limited

Summary of significant accounting policies
(Continued)

2.23 Employee benefits

(a)

(b)

(c)

Pension obligation

The Group operates defined contribution plan. The
schemes are generally funded through payments
to insurance companies or trustee-administered
funds.

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.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits.
The Group recognises termination benefits when it
is demonstrably committed to a termination when
the entity has a detailed formal plan to terminate the
employment of current employees without possibility
of withdrawal. In the case of an offer made to
encourage voluntary redundancy, the termination
benefits are measured based on the number of
employees expected to accept the offer. Benefits
falling due more than 12 months after the end of
the reporting period are discounted to their present
value.

Bonus plans

The Group recognises a liability and an expense for
bonus. The Group recognises a provision where
contractually obliged or where there is a past
practice that has created a constructive obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.23 Employee benefits (Continued)
(d) Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the reporting date. Employee
entitlements to sick leave and maternity leave are
not recognised until the time of leave.

(e) Long service payments

The Group’s net obligation in respect of long
service payments to its employees upon
termination of their employment or retirement
when the employees fulfill certain circumstances
under the Hong Kong Employment Ordinance is
the amount of future benefit that employees have
earned in return for their service in the current
and prior periods. The obligation is reduced by
entitlements accrued under the Group’s retirement
plan that are attributable to contributions made by
the Group.

2.24 Share-based payments

The Group operates a number of equity-settled,
share-based compensation plans, 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:

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

° 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

° including the impact of any non-vesting conditions
(for example, the requirement for employees to
save).
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Summary of significant accounting policies
(Continued)

2.24 Share-based payments (Continued)

Non-market performance and service conditions
are included in assumptions about the number of
options that are expected to vest. The total expense is
recognised over the vesting period, which is the period
over which all of the specified vesting conditions are to
be satisfied.

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.

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 of original estimates, if any, in the consolidated
income statement with a corresponding adjustment to
equity.

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 (nhominal value) and share premium.

The grant by the Company of options over its equity
instruments to the employees of subsidiary 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, with
a corresponding credit to equity in the parent entity
accounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MR

2 Summary of significant accounting policies 2 FESTHEMEE)
(Continued)

2.25 &5

2.25 Provision

Provisions for environment restoration, restructuring
costs and legal claims 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. Restructuring provisions
comprise lease termination penalties and employee
termination payments. 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.

2.26 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 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

e RS ERAR MY R

2 Summary of significant accounting policies
(Continued)

2.26 Revenue recognition (Continued)

Revenue is recognised as follows:

(a) Sales of goods

Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has full discretion over channel and
price to sell the products, and there is no unfulfilled
obligation that could affect the customer’s
acceptance of the products. Delivery does not
occur until the products have been shipped to the
specified location, the risk of obsolescence and
loss have been transferred to the customer, and
either the customer has accepted the products in
accordance with sales contract, the acceptance
provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been
satisfied.

(b) Service income

For sales of services, revenue is recognised
in accounting period in which the services are
rendered, by reference to stage of completion of
the specific transaction and assessed on the basis
of actual services provided as a proportion of the
total service to be provided.

(c) Rentalincome

Rental income from investment property is
recognised in consolidated income statement on
a straight-line basis over the period of the relevant
leases.

2.27 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.

2.28 Dividend income

Dividend income is recognised when the right to receive
payment is established.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Summary of significant accounting policies
(Continued)

2.29 Operating 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
leases.

2.30 Dividend distribution

Dividend distribution to the Company’s owners
is recognised as a liability in the Group’s and the
Company’s financial statements in the period in
which the dividends are approved by the Company’s
shareholders or directors, where appropriate.

Financial risk management

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including price risk, foreign exchange
risk, and cash flow and fair value interest rate 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 a central treasury
department (group treasury) under policies approved
by the board of directors. The Group treasury identifies,
evaluates and hedges financial risks in close co-operation
with the Group’s operating units. The board provides
written principles for overall risk management, as well as
written policies covering specific areas, such as foreign
exchange risk, interest rate risk and credit risk.
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e RS ERAR MY R

3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk

(i) Price risk

The Group is subject to commodity price risk
because certain subsidiaries of the Group
are engaged in the trading of steel products.
As at 31st March 2017, the Group had
committed sales orders for steel products of
approximately 156,000 metric tonnes (2016:
295,000 metric tonnes), for which the selling
price is fixed, which exceeded the aggregate
amount of on-hand inventories. Over the
coming year, the Group had committed sale
orders for steel product exceed the aggregate
amount of on-hand inventories. As the prices
of steel products can fluctuate materially, the
Group’s results may be affected significantly
by future fluctuations in steel prices (Note
4 (b)). To manage its commodity price risk
arising from committed sales orders, the
Group is closely monitoring the market
price of steel products and adjusting its

procurement strategy accordingly.

The Group is exposed to price risk because
of investments in listed corporate notes
held by the Group and classified on the
consolidated statement of financial position
as financial assets at fair value through profit
or loss. To manage its price risk arising from
investments in corporate notes, the Group
diversifies its portfolio. Diversification of the
portfolio is managed in listed accordance with
the internal limits set by the Group. As at 31st
March 2017, if the price of these investments
in listed corporate notes increase/decrease
by 5%, profit before income tax for the year
would increase/decrease by approximately
HK$775,000 (2016: HK$775,000) mainly as
a result of a fair value gain/(loss) on these

investments.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

(i)

Foreign exchange risk

The Group operates internationally and is
exposed to foreign exchange risk arising
from various currency exposures, primarily
with respect to the US dollar (‘US$”) and
the Chinese Renminbi (“RMB”). Foreign
exchange risk arises from future commercial
transactions, recognised assets and liabilities
and net investments in foreign operations.

Management has set up a policy to require
group companies to manage their foreign
exchange risk against their functional
currency.

The Group has certain investments in foreign
operations, of which the net assets are
exposed to foreign currency translation risk.
Currency exposure arising from the net assets
of the Group’s foreign operations is managed
primarily through borrowings denominated in
the relevant foreign currencies.

At 31st March 2017, if HK$ had strengthened/
weakened by 3% against RMB with all
other variables held constant, profit before
income tax would have been approximately
HK$546,000 higher/lower (2016: HK$892,000
lower/higher), mainly as a result of foreign
exchange (losses)/gains on translation of
RMB-denominated monetary assets and
liabilities.
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3

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a)

(b)

Market risk (Continued)

(i) Cash flow and fair value interest rate risk

The Group’s income and operating cash
flows are substantially independent of
changes in market interest rates as the Group
has no significant interest-bearing assets
except for cash and bank deposits, which
earn low interest rate. The Group’s interest
rate risk arises mainly from borrowings.
Borrowings obtained at variable rates
expose the Group to cash flow interest rate
risk which is partially offset by cash held at
variable rates.

At 31st March 2017, if interest rates on
floating rate borrowings had been 100 basis
points higher/lower with all other variables
held constant, profit before income tax for
the year would have been approximately
HK$17,223,000 lower/higher (2016:
HK$19,924,000 lower/higher), mainly as a
result of higher/lower interest expenses on
floating rate borrowings.

Credit risk

Credit risk is managed on a group basis, except for
credit risk relating to accounts receivable balances.
Credit risk arises from cash and cash equivalents,
financial assets at fair value through profit or loss,
amounts due from joint ventures and deposits with
banks and financial institutions, as well as credit
exposures to customers, including outstanding
receivables and committed transactions. For banks
and financial institutions, only independently rated
parties with a high credit rating are accepted.

The Group has policies in place to ensure that
sales are made to reputable and creditworthy
customers with an appropriate financial strength,
credit history and appropriate percentage of down
payments. It also has other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b)

(c)

Credit risk (Continued)

As at 31st March 2017, the Group has a
concentration of credit risk given that the top 10
customers account for approximately 24% (2016:
20%) of the Group’s total year end trade and bill
receivables balance. Management considers that
the credit risk in respect of these customers is
currently low after considering the financial position
and past experience with these customers. The
Group’s historical experience in collection of
trade and bill receivables falls within the recorded
allowances and the directors are of the opinion that
adequate provision for uncollectible trade and bill
receivables has been made.

Liquidity risk

Cash flow forecasting is performed in the operating
entities of the Group and aggregated by group
finance. Group finance monitors rolling forecasts
of the Group’s liquidity requirements to ensure it
has sufficient cash to meet operational needs while
maintaining sufficient headroom on its undrawn
committed borrowing facilities (Note 31) at all times
so that the Group does not breach borrowing limits
or covenants on any of its borrowing facilities. Such
forecasting takes into consideration the Group’s
debt financing plans, covenant compliance and
compliance with internal ratio of the consolidated
statement of financial position targets.
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3

Financial risk management (Continued)

3 HBEREE(HE)

3.1 Financial risk factors (Continued) 31 FEKREZEE)
(c) Liquidity risk (Continued) (c) HEEZ/EE (&)
Surplus cash held by the operating entities over EREETEREREFGIESRB
and above balance required for working capital BEIEEANEEMSHER
management are transferred to the Group treasury. CEBEARERFE - A&
Group treasury invests surplus cash in time AESRREBESCRERESRE
deposits, marketable securities, and choosing REREBEXRSE WEBEE E
instruments with appropriate maturities or sufficient MIBBAREREBEE I A
liquidity to provide sufficient head-room as RKEHARBEZTE  BHE
determined by the above-mentioned forecasts. At BZEE - RNHEHR  AEEEFES
the reporting date, the Group held cash and cash R & &IE 2 FE 4628,382,000
equivalents of approximately HK$628,382,000 BT (ZZ — /KN F : 546,261,000
(2016: HK$546,261,000) (Note 28) and trade B r) (Kt sE28) R R R KRR
and bill receivables, net, of approximately 15 )% 58 47495,033,0008 L (= &
HK$495,033,000 (2016: HK$461,717,000) (Note — N4 ¢ 461,717,000 7% T ) (Bt
26) that are expected to readily generate cash 126) EHIRAIREAERE R
inflows for managing liquidity risk. ANEREREBESRER °
The table below analyses the Group’s financial TR AEBE 2 FEE -
liabilities into relevant maturity groupings based on EEBIYHHAENBERHS AR
the remaining period at the reporting date to the EeNEmMB 2z NHBEET
contractual maturity date. The amounts disclosed DT e TREEZEBAEHN
in the table are the contractual undiscounted cash REFIRIBER ©
flows.
Between Between 2
Less than 1 and 2 and
1 year years 5 years Total
DA1E 1224 2ZE5%F wma
HK$’000 HK$’000 HK$’000 HK$’000
FABT FAT TAT FAT
At 31st March 2017 RZT—+tF
=A=+—H
Trade and bill payables ERTERERRER 143,604 - - 143,604
Other payables H i JE 5 BR 3R 103,695 1,000 6,223 110,918
Amount due to a joint & & R RRRK
venture 49,900 — — 49,900
Borrowings BE 1,213,673 60,040 450,417 1,724,130
Interest payable JE 1~ 71| & 71,967 27,043 41,529 140,539
1,582,839 88,083 498,169 2,169,091
At 31st March 2016 RZZE—RF
=A=+—H
Trade and bill payables FEEBR R M 25 132,581 — = 132,581
Other payables H A fE 5 BR 3R 42,853 2,000 8,755 53,608
Borrowings ETE 856,078 407,013 749,194 2,012,285
Interest payable FET R B 62,885 36,632 19,673 119,190
1,094,397 445,645 777,622 2,317,664
Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Financial risk management (Continued)

3.2 Capital risk 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, issue new
shares or sell assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings less pledged bank
deposits and cash and cash equivalents. Total capital is
calculated as equity (excluding non-controlling interests),
as shown in the consolidated statement of financial
position, plus net debt.

The gearing ratios at 31st March 2017 and at 31st March
2016 were as follows:

e RS ERAR MR

BRERER(E)
32 EtRRER

AEEERES BB RREAEH
FERE 2T URKRRIEH D ®
RREMFDERENS LR —
BAREERRBUABRDERAKAR -

RERXAHEARE  NEEAH
MARREKNZKREEZRE EEER
FRER - BITHRMDIHEEEENAR

& -

REREX - AEERBEXAAE
HRERER - ZLLRTIAFERER
NERNBEHESL - FRABETINUE
ERBERCERBOTERARBES R
BeFEAE - NERaMBARRKA
R BARBBEIAE D (DB IFE
RS MFREHE -

2017 2016

—ZE—+tHF —E—RF

HK$’000 HK$’000

THER FHET

Borrowings (Note 31) B & (ffzE31) 1,722,336 1,992,384
Less: Cash and cash equivalents and i : & RIE S ZEUK

pledged bank deposits (Note 28) B A RITE R (M 5E28) (697,041) (605,427)

Net debt FEE 1,025,295 1,386,957

Total equity (excluding e (T e

non-controlling interests) FEPE IR RS ) 1,109,511 1,059,424

Total capital BB 2,134,806 2,446,381

Gearing ratio BEARBELE 48% 57%

Net debt includes borrowings that were subject to
external financial covenants. As at 31st March 2016 and
2017, there was no breach in conditions as specified in
the covenants.

BAEKOEZRNIBIBRE
B oR-T—AFR-F—LF=f
S+—B EEERBENITA G
-
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e RS ERAR MY R

3 Financial risk management (Continued)

3.3 Fair value estimation

The tables below analyses the Group’s financial
instruments carried at fair value as at 31st March 2016
and 2017, by level of the inputs to valuation techniques
used to measure fair value. Such inputs are categorised
into three levels within a fair value hierarchy as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

° 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).

° Inputs for the asset or liability that are not based
on observable market data (that is, unobservable

inputs) (level 3).

See Note 15 for disclosures of the investment property
that are measured at fair value.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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3  Financial risk management (Continued) 3 BXEKMERE(E)
3.3 Fair value estimation (Continued) 33 AAEEME(E)
The following table presents the Group’s assets that are TRBRAEERENR _ZE—tF=A
measured at fair value at 31st March 2017. =+ —HBEAABHEFAEZEE °
Level 1 Level 2 Level 3 Total
£—E E=E E=[E wmE

HK$’000 HK$’000 HK$’000 HK$’000
FER FER FERT FERT

Assets BE
Financial assets at fair value QA ABE A
through profit or loss BB EE
— Investments in listed — EWRAREREZ
corporate notes & 15,500 - - 15,500
Available-for-sale financial AIEHEZ
asset WIEEE
— Shares listed on — RBEBBERS
the Stock Exchange of FIER AR E
Hong Kong Limited ™ 2 B 506 - - 506
Total 4% 16,006 — - 16,006
The following table presents the Group’s assets that are TRETAEBERR_-_ZT—RF=A
measured at fair value at 31st March 2016. —+—HRARNEBETECEE -
Level 1 Level 2 Level 3 Total
E— = H= FEEE
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FHET
Assets BE
Financial assets at fair value &2 EEE A
through profit or loss BacHBEE
— Investments in listed — FTRARERZ
corporate notes ’E 15,500 = = 15,500
— lron ore future contracts ~ — #HEAAEE 4 130 = = 130
Available-for-sale financial A HE 2
asset WBEE
— Shares listed on — REBBERS
the Stock Exchange of FIER AR L
Hong Kong Limited M 2 B 487 - - 487
Total pal] 16,117 — — 16,117
There were no transfers among levels 1, 2 and 3 during RAEE F£—B B EBRE=
the year. 2 [ 3 4 g R o
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3

Financial risk management (Continued)

3.3 Fair value estimation (Continued)
Financial instruments in level 1

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
reporting 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 quoted market price used for financial
assets held by the Group is the current bid price. These
instruments are included in level 1. Instruments included
in level 1 comprise primarily equity investment classified
as available-for-sale, future contracts and investments in
listed corporate notes classified as financial assets at fair
value through profit or loss.

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.

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.

(a) Valuation of investment property

The Group carries its investment property at fair
value with changes in the fair value recognised in
the consolidated income statement. The fair value of
investment property was determined by using valuation
technique and management updates their assessment
of the fair value of each property, taking into account the
key valuation assumptions, including adjusted market
yield. Details of the judgments and assumptions have
been disclosed in Note 15.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4  Critical accounting estimates and judgements
(Continued)

(b)

(c)

Onerous contract provision

As at 31st March 2017, the Group had committed
sales orders which exceeded the aggregate amount of
on-hand inventories and committed purchase orders. If
the cost of certain future purchases to fulfil these sales
orders exceeds the contracted selling prices of the
sales orders, a provision for onerous contracts would
be made. In estimating the amount by which the cost
of purchases are expected to exceed sales prices of
committed sales orders, management takes into account
the cost of on-hand inventory and the forecast market
price of future purchases where this can be reliably
estimated.

As at 31st March 2017, provision for onerous contract
of HK$14,000,000 was recognised by the Group (2016:
HK$12,000,000).

Recognition of deferred income tax assets

The Group is mainly subject to income taxes in Hong
Kong and Mainland China. Significant judgement
is required in determining the worldwide provision
for income taxes. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. The
Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional taxes
will be due. 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 period in which such
determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it is likely that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectations are different from the original estimates,
such differences will impact the recognition of deferred
income tax assets and income tax charges in the period
in which such estimates have been changed.
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4

Hong Kong Shanghai Alliance Holdings Limited

Critical accounting estimates and judgements
(Continued)

(d)

(e)

(f)

(9)

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting
policy stated in Note 2.8. The recoverable amounts
of CGUs have been determined based on value-in-
use calculations. These calculations require the use of
estimates (Note 17).

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and variable selling expenses. These
estimates are based on the current market condition
and the historical experience of selling products of
similar nature. It could change significantly as a result of
changes in customer demand and competitor actions
in response to severe industry cycle. Management
reassesses the estimations at each reporting date.

Provision for impairment of trade and other
receivables

The Group’s management determines the provision for
impairment of trade and other receivables based on
an assessment of the recoverability of the receivables.
This assessment is based on the credit history of its
customers and other debtors and the current market
condition. Management reassesses the provision at each
reporting date.

Useful lives and depreciation expenses for
property, plant and equipment

The Group’s management determines the estimated
useful lives, and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature
and functions. Actual economic lives may differ from
estimated useful lives. Periodic review could result in a
change in useful lives and therefore depreciation expense
in future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MR

Revenue and segment information W AR DIER

The Group’s revenue consists of the following: AREFEZIWABITFENOT -
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FHExT BT
Sales of goods BEmiHE 2,917,768 3,302,846
Service income AR 7 WA 42,333 29,375
Rental income e WA 62,822 47,940
Total revenue PN 3,022,923 3,380,161

The Group’s businesses are managed according to the nature
of their operations and the products and services they provide.

Management has determined the operating segments based
on the reports reviewed by the Group’s CODM that are used
to make strategic decisions. The CODM considers the Group
operates predominantly in four operating segments:

(i) Construction materials business;

(i) Building & design solutions (“BDS”) business;
(i) Engineering plastics business; and

(iv)  Property business.

The Group’s CODM assesses the performance of operating
segments based on a measure of profit before income tax.

The revenue from external parties reported to the CODM is
measured in a manner consistent with that in the consolidated
financial statements.

During the year ended 31st March 2017, the Group reclassified
the corporate operating expenses for its office building in
Tsing Yi, which is for corporate use starting from the current
year, from the Construction Materials segment to unallocated
expenses. Prior year’s results by segments were restated
accordingly.

AEBRZHEEEREMARHEZER IR
BEBEHXR -

EEECETHLES S HIRBEHRASE
B 7 £ BEIERKEFTERMNB UG E KRB
MREZHREETE TBLEBRRERA
AEEEBELENELED

() BEEMBERS:

(i) BEEELHRFZTHRER

@iy TITIRBBHER: K

vy BEHEXER -

AEBZETBLERRERBRBAGN 2
FRAEFHEESHRR -

AERLERREERREHIIALTZN
AZENFREEMBERER B -

REBEE-_ZTZ—+tF=ZA=+—HLEFE
HAFERBASEREVRERZHR
BFREZEMH DB ZEXEELEFUME
CEREZEFIBRSRIERX - BEF
BEREBDMBZFEECIFHERED -
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5 Revenue and segment information (Continued)

5 WARZWEHR(E)

Analysis of the Group’s results by business segment for the AEERBEZ-_ZE—tF=A=+—H1:
year ended 31st March 2017 is as follows: FEREBDEBZFESIMAT ¢
Construction Engineering
materials BDS plastics Property
business business business business Unallocated Total
BE BEEMR IR
MRER RGHREHR BREK EhEEY ROE am
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000 HK$°000
TER THT TER TR TR TER
External revenue FHHMRA 2,132,550 490,653 296,786 72,929 30,005 3,022,923
Operating profit/(loss) mEH/ (EE) 32,809 41,454 3,628 408,622 (85,764) 400,749
Finance income FBRA 917 7 98 364 578 1,964
Finance costs BHRER (22,187) (2,928) (342) (89,536) (4,092) (119,085)
Share of results of EEAEREZ
joint ventures — net $E - 58 (22,721) - - (13,790) - (36,511)
Profit/(loss) before B T Al A
income tax / (B#8) (11,182) 38,533 3,384 305,660 (89,278) 247,117
Other gains/(losses) — net  Eflk / (Bi8)
(Note () — 38 () 37,099 (15,439) (3,742) 200,186 (143) 217,961
Fair value gain on —EREMEL
an investment property AnEERE - - - 271,985 - 271,985
Depreciation and amortisation 47 & Jz & 4 (3,439) (2,374) (37) (2,679) (36,153) (44,682)
Note: M EE -
(i) Gain on disposal of subsidiaries of HK$229,023,000 was included in 0] HE KB A 7 2 W ££229,023,000/8 L E &t A E

“other gains/(losses) — net” under property business.

Hong Kong Shanghai Alliance Holdings Limited
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5 Revenue and segment information (Continued) 5 WARDEER(E)
Analysis of the Group’s results by business segment for the ANEBNRNHEE_ZET—RNE=A=+—HIt
year ended 31st March 2016 is restated as follows: FREBEEBIA 2EESNECEINNOT -
Construction Engineering
materials BDS plastics Property
business business business business  Unallocated Total
BE REE@K I
MREB [ HRER BREK BHEEK AP ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL FET TEL TET TAT THEL
External revenue HHMRA 2,450,300 488,897 365,153 60,287 15,524 3,380,161
Operating profit/(loss) meEsf/ (BR) 127,735 8,957 (3,423) 186,142 (106,876) 212,535
Finance income BBIA 1,367 23 177 165 333 2,065
Finance costs BMRER (24,415) (4,243) (769) (34,632) (1,345) (65,404)
Share of results of BEBERARZEE
associates — net — 55 (7,357) - - (7) - (7,364)
Share of results of BEEERRZER
joint ventures — net — %% (10,562) - - 14,999 - 4,437
Profit/(loss) before B T Al A
income tax / (B#8) 86,768 4,737 (4,015) 166,667 (107,888) 146,269
Other gains/(losses) — net  Eftilkzs / (B518)
— F8 14,334 (480) (4,467) (31,269) 823 (21,059)
Fair value gain on —EREME L
an investment property AnEENRE = = = 199,514 = 199,514
Depreciation and amortisation 47 & Jz & (4,935) (2,714) (126) (2,828) (11,307) (21,910)
The Company is domiciled in Hong Kong and Mainland China. AKRARRBEBNPBEAMEE - KEE 2
Analysis of the Group’s revenue by geographical market is as WA ETE SO T -
follows:
2017 2016
ZE—tF ZTERF
HK$’000 HK$'000
TER FHET
Hong Kong BB 1,666,458 2,046,820
Mainland China FR B A D 1,356,465 1,333,341
3,022,923 3,380,161
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e RS ERAR MY R

BWAR 7 BEFR (&)
BRI ARBERGHEENRIN - it
ETBSBIHRDEEMT :

5 Revenue and segment information (Continued) 5

Non-current assets, other than financial instruments and
deferred income tax assets by geographical market is as

Hong Kong Shanghai Alliance Holdings Limited

BARABESEZERERAR

follows:
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FExT TATT
Hong Kong e 322,713 371,031
Mainland China Fr B A 1,232,306 1,715,971
1,555,019 2,087,002
6 Other gains/(losses) — net 6 Hawzx (&FE)— FHE
2017 2016
—E—LtE —T—RF
HK$’000 HK$'000
FExT TAT
Provision for onerous contracts BERY 2 BE (2,000) (12,000)
Unrealised fair value gain on BARBEABRZHEEE
financial assets at fair value Z AR A BEKZE
through profit or loss - 2,578
Realised (loss)/gain on financial assets BARBEABRZHEEE
at fair value through profit or loss ZBE#E (B18) = (103) 841
Net exchange loss HOE KB A (42,429) (46,380)
Gain on disposal of subsidiaries (Note 36) HEKB A 72Uz (Mi:E36) 229,023 =
Impairment of goodwill and HEREREE
intangible assets (Note 17) BB (B EE(1 7)) (14,284) —
Compensation received in relation to B —FFABEWZEE
a litigation — net (Note (i) — F 5 (M) - 30,583
Compensation in relation to B —HBRTEREDNZ
an unfulfilled contract (Note (ii)) B 18 (B =) 38,860 =
Sundry income IR A 8,894 3,319
217,961 (21,059)
Notes: (T
(i) The amount represented the compensation received during the year 0] ZeHIERN—SNBEERRER-SZSENE
ended 31st March 2016 from a rebar supplier for its failure to meet the BiTHEEEMREBEE-—ZE—~"E=HA=+—8H
obligation to deliver in year 2009. IFEEARNMmEWREZBEE -
(ii) The amount represented the compensation from a supplier for an (ii) ZeHERN—ZHER—BARATKEHMRNE
unfulfilled contract during the year ended 31st March 2017. BT +HF=A=+—RHItFERNAHKE
ZEE(E o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Expenses by nature

e RS ERAR MR

7 RMESHSTzZXH

Expenses included in “cost of sales”, “selling and distribution BIEEIHEERA]  [HE RS H | H
expenses” and “general and administrative expenses” are [—ETBEZHIAZE 2D
analysed as follows: T -
2017 2016
—Z2—tF —E—RF
HK$’000 HK$'000
FHET TAT
Cost of finished goods sold BURK Th 5 & B AN 2,626,722 2,887,336
(Write-back of)/provision for impairment

of inventories FERE(EBE) #iE (987) 3,897
Depreciation of property, plant and ME - BENEREBEZITE

equipment (Note 14) (FFzE14) 42,199 18,873
(Gain)/loss on disposals of property, HEWE  BENMERBZ

plant and equipment (Note 35(b)) (Uezk) /K518 (K 5E35(b)) (531) 1,809
Amortisation of land use rights (Note 16) b PR AE 2 #E S (B :E16) 1,522 1,607
Amortisation of intangible assets (Note 17) ®EE & E 2 &4 (MH5E17) 961 1,430
Employee benefit expenses (Note 8) EE @A (KFE8) 145,416 145,210
Operating lease rental expenses in respect ZEREGMH - WAENEE

of retail outlets, offices and warehouses SEROBAS T H 52,203 39,942
Property tax for investment properties WEYEZET 11,465 6,677
Provision for impairment of FEWER FORERE — F 5

trade receivables — net (Note 26) (MfzE26) 4,966 7,529
Commission paid to a joint venture BENeEtERE

(Note 39(a)) (Bt 5£39(a)) 53,502 —
Auditor’s remuneration % 25 B B <&

— Audit services — ZERTE 2,340 2,432
Legal and professional fees ERNRBEXRER 7,316 47,086
Freight charges — inbound BEES 53,219 62,940
Freight charges — outbound HEEE 52,079 58,469
Storage and handling charges FREMREEE 7,160 10,639
Others H b 52,568 50,205
Total cost of sales, selling and SHEKRAN  HERDIEX KR

distribution expenses and general and — M RATHE LR

administrative expenses 3,112,120 3,346,081
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e RS ERAR MY R

8 REEEMNXH(BEEEME)

8 Employee benefit expenses (including

directors’ emoluments)

2017 2016

ZE—tF ZTRF

HK$’000 HK$’000

FExT TAT

Salaries and allowances e MOERL 88,876 94,646
Bonus TEAL 38,043 30,830
Pension costs — defined contribution plans EK& A — A E 4 K2 8,476 9,948
Share-based payment AR fh B E R 2 X+ 1,060 1,859
Welfare and benefits & A K& F) &= 8,961 7,927
145,416 145,210

The Group maintains two defined contribution pension
schemes for its employees in Hong Kong, the ORSO Scheme
and the MPF Scheme. The assets of these schemes are held
separately from those of the Group under independently
administered funds.

Under the ORSO Scheme, each of the Group and its
employees make monthly contribution to the scheme at 5%
of the employees’ salary. The unvested benefits of employees
who have terminated employment could be utilised by the
Group to reduce its future contributions.

Under the MPF Scheme, each of the Group and its employees
make monthly contributions to the scheme at 5% of the
employee’s relevant income, as defined in the Hong Kong
Mandatory Provident Fund Scheme Ordinance. Both the
Group’s and the employee’s contributions are subject to a
cap of HK$1,500 per month. The contributions are fully and
immediately vested for the employees.

As stipulated by rules and regulations in Mainland China, the
Group contributes to state-sponsored retirement plans for
employees of its subsidiaries established in Mainland China.
The employees are entitled to retirement pension calculated
with reference to their basic salaries on retirement and their
length of service in accordance with the relevant government
regulations. The Group has no further obligations for the actual
payment of pensions or post-retirement benefits beyond
these contributions. The state-sponsored retirement plans are
responsible for the entire pension obligations payable to retired
employees.

During the year ended 31st March 2017, the aggregate
amount of the Group’s contributions to the aforementioned
pension schemes was approximately HK$8,476,000 (2016:
HK$9,948,000), net of forfeited contributions of approximately
HK$54,000 (2016: HK$179,000). As at 31st March 2016 and
2017, there is no unutilised forfeited contribution which could
be utilised to reduce future contributions of the Group.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

AEBEEFMERTRAE HREE T
RNEBZEE RHESFTEIRREEE -
HMREAESCEENRAREZEEDH
A THBYESERE -

REAEEZTE  AKBREEEASA
BZREF E 25%RZTEET AHR - &
tEBZEERGBZMNAHAAEER
TER D R MBK -

RERBEETE  AKEREEERASAH
BE B ATE S 5 BRI PTSRE R
B BB RIRA 25%[ %=t 8l E&E A #t5K
AEEREREEZHRERASE A1,500%8
T(HFBBEANSHFETRE) -

o

AP B AR EARARE  AKE
ARERINTEAMZ B ARFESR
HBEXEDRAKRAEEK -BEEARES
Brhe 2HE2BREERANBZEARAFHS
ERBEHEERBTERFERSE - K
ZEHRFN AEREBASTINEFNE
FREKREKEBRREN - ZEEAKXEBE
Kt BIZEBERRKEE N2 HMEARE -

BHE—_ZT—+tF=FA=1+—"HILFE &K
SEE FA RN EED < HRBRELY
78,476,000 7T (= T — /X 4 : 9,948,000
BIT) - 0 BR 2 Y R 454,000 L (ZF
— RN 179,000 TL) c RZE—RNF K
—E—+tF=ZA=+—H UEXRFAE
R R A BIER D AR B RR ZHRK -
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e RS ERAR MR

Directors’ and senior management’s 9 EEREAREEAEMS
emoluments
(a) Directors’ emoluments (a EE#MS
The remuneration of every Director for the year ended HE_ZT—+tF=ZA=+—HBLHF
31st March 2017 is set out below: B BUESHFMOT :

Employer’s
contribution to
a retirement

Salary and Discretionary  Share-bhased benefit
Name Fees allowance bonus® payment®) scheme Total
ETHEHK
DRB R RAlHE
£ He  HeREH MERLY  EfzXfW 2% ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
THERL TEL THEL TERT THEL THERL
Executive directors BTE=
Mr. Yao Cho Fai Andrew, #8185 4
Chairman and Chief (FRRERE
Fxecutive Officer #i7E) - 1,950 8,244 - 18 10,212
Ms. Luk Pui Yin Grace BEfmAzL - 1,887 3,469 165 9% 5,615
Mr. Lau Chi Chiu ity - 1,236 714 54 61 2,065
Non-executive directors F#HTEE
Mr. Dong Sai Ming it 848 40
Fernando® 465 - - - - 465
Mr. Tam King Ching Kenny % IE %t & 225 - - - - 225
Mr. Xu Lin Bao RHELE 207 - - - - 207
Mr. Tse Lung Wa Teddy ~ &#iEEZELAE 450 - - _ _ 450
Mr. Yeung Wing Sun Mike 1558 £ 5% & 180 - - - - 180
1,527 5,073 12,427 219 173 19,419
Aggregate emoluments paid
Aggregate emoluments paid or payable to directors
or payable to directors in respect of their
in respect of their services other services in connection
as directors, whether of with the management of
the Company or the affairs of the Company or
its subsidiary undertaking its subsidiary undertaking Total
REZ(FTWAEAAH RESEELRARR
HftE AR ZESE) HMEARSBKMREZ
EEESRRHEZBREME MR H R m e[
EAEZMEEE EAEZMEERE e
HK$’000 HK$’000 HK$’000
TERT TER TERT
19,419 - 19,419
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9 Directors’ and senior management’s 9 EERSAEEBEAEME(E)

emoluments (Continued)

(@) Directors’ emoluments (Continued)

(a) E=M< (&)

The remuneration of every Director for the year ended

126

31st March 2016 is set out below:

EoBREFHFMMT

Employer's
contribution to
a retirement

Salary and  Discretionary  Share-based benefit
Name Fees allowance bonust payment(? scheme Total
EXHERRK
SARR {7 R 2R YIRS
B Me  HekzEh BBy LI 2B an
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT TET THT TEL THT
Executive directors HITES
Mr. Yao Cho Fai Andrew, #1888 5% 4
Chairman and Chief (FRRERE
Executive Officer® #i78)0 - 1,950 1,950 - 18 3,918
Mr. Frank Mufiozi Frank Mufioz % i = 2,665 1,156 665 12 4,498
Ms. Luk Pui Yin Grace®  BEfLAZ LW - 0657 = 97 33 787
Mr. Lau Chi Chiut 2 TR Em = 431 = 32 22 485
Non-executive directors H#HTEE
Mr. Dong Sai Ming Fernando & 1t #4 5t 4 482 - - - - 482
Mr. Tam King Ching Kenny Z#1E %4 225 - - - - 225
Mr. Xu Lin Bao HHELE 207 - - - - 207
Mr. Tse Lung Wa Teddy i %4 480 - - - - 480
Mr. Yeung Wing Sun Mike #5584 5% & 180 - - - - 180
1,574 5,703 3,106 794 85 11,262
Aggregate emoluments paid
Aggregate emoluments paid or payable to directors
or payable to directors in respect of their
in respect of their services other services in connection
as directors, whether of with the management of
the Company or the affairs of the Company or
its subsidiary undertaking its subsidiary undertaking Total
HEE(TWA/RA A REEFEEARRNAIK
HIfE AR ZES) HIfB AR EBARE
EREEMREEZRBME X H h AR %5 1 B 73K
FERT B 2 B & 4258 FERT B 2 B & 4258 HmEa
HK$’000 HK$’000 HK$’000
T T T
11,262 — 11,262

Hong Kong Shanghai Alliance Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9 Directors’ and senior management’s
emoluments (Continued)

(a)

(b)

(c)

(d)

Directors’ emoluments (Continued)

Notes:

(i) Mr. Dong Sai Ming Fernando resigned as a non-executive director
of the Company on 31st March 2017. The amounts represent
emoluments paid or payable in respective of his services as a
director of the Company.

(ii) Mr. Yao Cho Fai Andrew was appointed as the chief executive
officer of the Company on 25th November 2015. The amounts
represent emoluments paid or payable in respective of his
services as a director of the Company.

(iii) Mr. Frank Mufoz resigned as chief executive officer and executive
director of the Company on 25th November 2015. The amounts
represent emoluments paid or payable in respective of his
services as a director of the Company.

(iv) Ms. Luk Pui Yin Grace and Mr. Lau Chi Chiu were appointed as
executive directors of the Company on 25th November 2015. The
amounts represent emoluments paid or payable in respective of
their services as directors of the Company.

(v) The executive directors are entitled to discretionary bonuses
which are determined with reference to the financial performance
of different business units of the Group.

(vi) Share-based payment represents charges to the consolidated
income statement of the fair value of the share options under the
share option schemes adopted on 12th November 2001 and 11th
August 2011, measured at the respective grant dates, regardless
of whether the share options would be exercised or not.

No incentive payment (2016: Nil) as an inducement for
joining the Group or compensation for loss of office was
paid to any director during the years ended 31st March
2016 and 2017.

Directors’ retirement benefits

None of the directors received or will receive any
retirement benefits during the years ended 31st March
2016 and 2017.

Directors’ termination benefits

None of the directors received or will receive any
termination benefits during the years ended 31st March
2016 and 2017.

Consideration provided to third parties for
making available directors’ services
During the years ended 31st March 2016 and 2017, no

consideration was paid by the Company to third parties
for making available directors’ services.

e RS ERAR MR

9 EBERSAREBAEME(A)

(a)

(b)

(c)

(d)

EExME (&)
fi & -

0] BHEEER T —+tF=A=1+—H
HEARARERTES  SHEFBE
BERRRESZRBEME H R ERME
2B -

(ii) hEBEER=_"TE—HE+—A=1+H
HEZEARARREFENITE - ©FEIE

EMEREAARNEEZ BB K
R #S -

(ii) Frank Mufioze £E R =T — A F + — A
—THABREARREFEATE RRIT
ER - SHEARHEERARRIESZ
[RIEMEMREREZ#E -

vy EMRAZLIRIFBEER_-_F—AF
T A T+THAREZERARAIMNTE
E - CREAMEEEARAESTZR
BhEeMENEZ#ME -

v) HOTESATRIMRBEL  EA2ER
SERREBEM W BRREE °

(vi) IR RERZENIE-TET—F1+—
A+-—BER-_Z—FNA+—HBEH
MEREFETRAERLEAHGFELR
FEERRIERIZEREAALEBE -
M wmERERSEITE -

RBEZZE—"FERZE—tF=A
=+—HLEFE BECZ—RF:
)BT S T (ERE S LAEEE)
ARE B SRR E -

EERKERN

BEEENHBEE_ZT-—R"FR-FT
—tF=A=+—HLEFESKIK
7% U HR AT fr] 3R AR AR )

EESRLEERER

BMEBEEENEBEE_ZT-—R"FR-F
—tF=A=+—HLEFESKIK
5 U ERAE ] 4% L R R AR A o

RERUZESRBEAE=SX
TzRE
REBEE-_FT-—A"ER-_ZF—tF=A
ST HLEFE BERERHZE
ERBAE=FZMRE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

9 Directors’ and senior management’s
emoluments (Continued)

(e)

(f)

(9)

Hong Kong Shanghai Alliance Holdings Limited

9 EBERSREBAEME(A)

Information about loans, quasi-loans e) ERALESE ZZSEEEHZ
and other dealings in favour of directors, EZAEBRZEESCHEHER
controlled bodies corporate by and connected AEZRAZER EEXREHAM
entities with such directors R ZEH
During the years ended 31st March 2016 and 2017, REBEE_ZE—XRFEFK_FT—+tF=H
there were no loans, quasi-loans and other dealing =T—HIEFE BEBHENANES
arrangements in favour of directors, controlled bodies TR I EAEENES
corporate by any connected entities with such directors. EHBEEASGAZER  EF
MR EH A A 5 = HE
Directors’ material interests in transactions, (N EBERXZ  ZTHIAEGHNPZE
arrangements or contracts RER
No significant transactions, arrangements and contracts AEBEMEREEBIT AR AH
in relation to the Group’s business to which the REIA T RANRESEENEEE
Company was a party and in which a director of the BEEARZMAN-_ZE—XRNER_ZT
Company has a material interest, whether directly or —+tF=A=F+—HERKIEE_
indirectly, subsisted at the end of 31st March 2016 and E—RFEN_ZE—+F=A=+—H
2017 or at any time during the years ended 31st March IFTEERNEMEBDATEEZE AR
2016 and 2017. 5 THRER -
Five highest paid individuals (99 EEBEESFAL
The five individuals with highest emoluments in the Group AREBREEZEMHNEATEERALE
include two directors (2016: three) whose emoluments B(ZE—RF: =) FEZHE
are reflected in the analysis presented in Note 9(a) above. R £ ST sE9@FT 5 o AT R BR o AR
The emoluments paid/payable to the remaining three FEEMN TENHEB=M(ZT — X
(2016: two) individuals during the year are as follows: F:WMU)ALTZEESOT :
2017 2016
—E—+tHF —ET—RF
HK$’000 HK$’000
FET T T
Salaries and allowances e KERL 9,247 4,000
Bonus TE4T 9,297 1,336
18,544 5,336
The emoluments fell within the following bands: e NFATEE :
Number of individuals
AE
2017 2016
—E—tF —T-R
— HK$2,000,001 to HK$3,000,000 — 2,000,001 7T 23,000,000/ 7T 1 2
— HK$7,000,001 to HK$8,000,000  — 7,000,001 7T %8,000,0007% T 1 -
— HK$8,000,001 to HK$9,000,000  — 8,000,001 7T 9,000,000/ 7 1 -

No emoluments were paid/payable to the five highest
paid individuals as an inducement to join the Group or as
compensation for loss of office during the year.

BARABESEZERERAR

AEEI /XN A EAMETH
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10 Finance income and costs BEBWARER
2017 2016
—E—+tF —ET—RF
HK$’000 HK$’000
FE T FHET
Finance income B 15 U A
Interest income: M EWA -
— short-term bank deposits — RHIRITE R 1,715 2,065
— shareholder’s loan to a joint venture — BT RHAeELEZ
(Note 39(a)) % 3R (Pt 5£39(a)) 249 =
1,964 2,065
Finance costs Bt 7% & A
Interest expenses: FESH
— bank borrowings — RITEE (113,021) (58,803)
Bank charges R1TE R (6,064) (6,601)
(119,085) (65,404)
Net finance costs S E A (117,121) (63,339)

11

Income tax expense

Taxation on 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.

Hong Kong profits tax has been provided at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profit for the year.

During the year, subsidiaries established in Mainland China are
subject to China corporate income tax at 25% (2016: 25%).

The amount of income tax expense recorded in the

consolidated income statement represents:

11 FI8H I H

BHONENZRBERARBEREMERR
ZBRIHERF ARG ERBENE -

BEBENEH DB EAEE G ERE SR
B E16.5% (ZF — /N F : 16.5%) {E H #
1 o

RNEE  RABEAHKSY 2B AR ZH
R5% (=T — N : 25%) B~ fp B 1 2
Frig®i o

RiEaBaRPIKRZAEH BB

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FET FHET
Current income tax & HFTIS B

— Hong Kong profits tax — BEBNEH 2,248 14,283
— China corporate income tax — hETEMER 15,307 7,895
Deferred income tax (Note 22) PR IEFT 1S (B 5E22) 65,876 53,205

Withholding tax arising on disposal of LEME QR EE 2 BN
subsidiaries (Note 36) (MF7£36) 64,342 -
Under/(over) provision in prior years BEEEZBETR, (BREEME) 208 (378)
147,981 75,005
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

11 Income tax expense (Continued) 11 FrEHXH (&)
The tax on the Group’s profit before income tax differs from AEERBAEMNZHEEZRES BEER
the theoretical amount that would arise using the weighted FMERZ MEFIGRERAE 2B RS
average tax rate applicable to profits of the consolidated =8 s#BE0mT :
entities is as follows:
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FExT TATT
Profit before income tax B 5 A1 g 7 247,117 146,269
Tax calculated at domestic tax rates ZERNBER 2% MAER <
applicable to profit in the respective B RAE 7 BIE
countries 67,377 53,322
Income not subject to tax HARB 2 WA (1,288) (483)
Expenses not deductible for tax purposes A FIE 2 7 13,579 16,524
Tax losses not recognised as deferred WEBERELEMSHEE
income tax assets TiIEE1E 2,371 6,005
Deferred income tax liabilities in respect LA AR A D IR BT 2
of withholding tax on Mainland China EMBEEMGHRAE
unremitted earnings 1,769 15
Withholding tax arising on disposal of HENBRARELEZTBEM/M
subsidiaries 64,342 —
Utilisation of previously unrecognized A LRI R RIS E 18
tax loss (377) —
Under/(over) provision in prior years BAFEZRETIR (BEEEH) 208 (378)
Income tax expense FrS & 147,981 75,005

For the year ended 31st March 2017, the weighted average
applicable tax rate was 27.3% (2016: 36.5%).

Hong Kong Shanghai Alliance Holdings Limited

36.5%)

BARABESEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MR

Dividends 12 RE
2017 2016
—E—+F —E—RF
HK$°000 HK$’000
FET FH T
Interim dividend of HK2.26 cents FRHARR B AR i AR 2. 26785 11
(2016: HK1.80 cents) per ordinary share (‘ T — N4 - 1.805 1) 14,507 11,531
Proposed final dividend of HK2.49 cents & AN HAR B AR E B AR 2.4978 1L
(2016: HK1.00 cent) per ordinary share —F—XFE : 1.00810) 15,983 6,419
30,490 17,950
A final dividend for the year ended 31st March 2017 of %%A ZIS AIEEZHRRBFRE L&
HK2.49 cents (2016: HK1.00 cent) per ordinary share, totalling E — T +FE=ZA=+—HILEEX
approximately HK$15,983,000 (2016: HK$6,419,000) has been R 2 iﬁﬁ ﬁﬁx2 AN (=T —RF :
recommended by the Board for approval at the forthcoming 1.00%8 1) - & £ 4915, 983 OOO BIL(ZE
annual general meeting of the Company. The proposed final — 7N 16,419,000/ 7T) © EFE AR BN

dividend has not been dealt with as dividend payable as at
31st March 2017.

The proposed final divided for the year ended 31st March 2017
in the amount of approximately HK$15,983,000 is calculated
on the basis of 641,882,674 shares in issue as at 23rd June
2017.

BER_T—tF=A=1+— EIZEEE ikl
REMBE -

ﬁi_7 tEF=ZA=+t—HULtEFEZE
2 R HAR% 5. 4915,983,00058 7T © TR =
—+ %A -+ =8B %17641,882,674 0%
EHErE

Earnings per ordinary share 13 BREBERER
(a) Basic (@) EAX
Basic earnings per ordinary share is calculated by EREBRERNZNTIZARA ﬂ%ﬁ
dividing the profit attributable to owners of the Company /\ffﬁfmﬂ B LA Kif BERTEBR
by the weighted average number of ordinary shares in ZMETFHEGETE
issue during the year.
2017 2016
—E—tHF —E—RF
Profit attributable to owners of RAa R AR A
the Company (HK$’'000) (F%&m) 101,776 70,105
Weighted average number of BETEER 2 I T8
ordinary shares in issue ('000) (F ) 641,883 640,012
Basic earnings per ordinary share FRTBEREARZF BI)
(HK cents) 15.86 10.95
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e RS ERAR MY R

13 BEREBERAERN(E)
(b) Diluted (b) #58

13 Earnings per ordinary share (Continued)

Diluted earnings per ordinary share is calculated by
adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive
potential ordinary shares. The Company’s dilutive
potential ordinary shares arising from share options, for
which a calculation is done to determine the number
of shares that could have been acquired at fair value
(determined as the average annual market share price
of the Company’s shares) based on the monetary value
of the subscription rights attached to outstanding share
options. The number of shares calculated as above is
compared with the number of shares that would have
been issued assuming the exercise of the share options.

BEREBREFTERNRRRLE
BEMEZERARESBERMMERE
B BITHINE B IR T 9 BET
B ARAAEEEEHE  ERAK
AEREMEL - HFAEREE KT
EREREMNRBEE SR EEE
h AREBERBAREE(EE
RARBRDZE2FFHMIHRE)
BEZBROHHEE - EXFAESHZK
BB BBRRBERETEMD &I
ZRBAD BB EEL B o

2017 2016
—E—+tF —E—RF
Profit attributable to owners of RARHEA AT K
the Company and used to determine A JA & & & B% I 38 A% 146 55 &2 7
diluted earnings per ordinary share (F&T)
(HK$’000) 101,776 70,105
Weighted average number of BTSRRI T
ordinary shares in issue ('000) (Fi) 641,883 640,012
Adjustment for share options ('000) TR RE (TR 9,371 14,022
Weighted average number of S LB ERT TR
ordinary shares for diluted earnings INAEFEH & (FRR)
per ordinary share ('000) 651,254 654,034
Diluted earnings per ordinary share FRITAERESEN OB
(HK cents) 15.63 10.72

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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14 Property, plant and equipment 14 ¥ BERRE

Leasehold
improvement, Motor
furniture and vehicles  Construction
Buildings equipment Machinery and vessels in progress Total
BENE
%6 &l
BF ET M RERMH HEIR an
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THL THET THT THEL THEL
At 1st April 2015 “Z-1FMA-A
Cost KA 19,460 55,782 17,638 19,995 18,432 131,307
Accumulated depreciation ZiinE (1,861) (40,198) (6,799) (8,639) - (57,487)
Net book amount REFE 17,609 15,584 10,839 11,356 18,432 78,820
Year ended 31st March 2016 e S
“A=T-BLFE
Opening net book amount BOREFE 17,609 15,584 10,839 11,356 18,432 78,820
Transfer to inventories HoRE - (556) (20) - - (576)
Additions NE 5,104 5,960 22,564 2,368 133,532 169,528
Disposals ik - (1,648) (698) (161) - (2,407)
Depreciation e (7,789) (5,768) (3,305) (2,011) - (18,873)
Transfers o 151,964 - - - (151,964) -
Currency translation differences ~ EHEH =5 (696) (209) = (51) — (956)
Closing net book amount HREAFE 166,192 13,363 29,480 11,501 - 220,536
At 31st March 2016 RZB—5RE
=A=1-H
Cost KA 175,771 57,500 37,716 20,591 - 291,678
Accumulated depreciation ZithE (9,579) (44,137) (8,236) (9,090) = (71,042)
Net book amount REFE 166,192 13,363 29,480 11,501 - 220,536
Year ended 31st March 2017 HE_Z—+F
ZA=T-HLFE
Opening net book amount ANEEFE 166,192 13,363 29,480 11,501 - 220,536
Transfer to inventories H2RE - - (162) (1) - (173)
Additions NE 1,001 2,067 1,431 1,082 - 5,581
Disposals & - (2,215) (4,329) (115) - (6,659)
Disposal of subsidiaries (Note 36) HEFBA A
(Fir3x36) (11,552) (633) - - - (12,185)
Depreciation ik (31,454) (5,269) (3,516) (1,960) - (42,199)
Currency translation differences ~ EREREE (1,079) (244) - (89) - (1,412)
Closing net book amount HREmEE 123,108 7,069 22,004 10,408 - 163,489
At 31st March 2017 RZE—tF
=A=t-H
Cost R 162,159 53,599 32,759 20,902 - 269,419
Accumulated depreciation ZitiTE (39,051) (46,530) (9,855) (10,494) - (105,930)
Net book amount REFE 123,108 7,069 22,904 10,408 - 163,489
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14 Property, plant and equipment (Continued)

Depreciation expense of approximately HK$2,028,000
(2016: HK$2,357,000) was charged to “cost of sales” and
approximately HK$40,171,000 (2016: HK$16,516,000) to
“general and administrative expenses” in the consolidated
income statement.

As at 31st March 2016, the Group’s property, plant and
equipment of approximately HK$13,014,000 were pledged as
collaterals for the Group’s long-term bank loans (Note 31).

14 Y% BERRKRE(E)

I € = 1 #92,028,000/8 T (=& — /N F -
2,357,000 JT) & 440,171,000/ ;L ( = =

— 754 : 16,516,000/ 7T) D Bl R & B &=
%zrfﬁiﬁmw—ﬁx&ﬁﬂzﬁﬁmﬂ?
(g@ °

M

RZE—ARNF=Z=A=+—"HH KEEZY
¥ WBEKR##E 413,014,000 7t C & 7
EAREB RARTE R 2\ H &K T
31) °

15 Investment property 15 BEYE
2017 2016
—E—+tHF —EF—RF
HK$’000 HK$’000
FET FAT
At fair value BARER
At beginning of year REH 1,311,600 1,144,634
Additions NE 994,899 —
Capitalised subsequent expenditure HERASZBARER 16,990 28,710
Disposal of subsidiaries (Note 36) HEM B2 a (H35E36) (1,239,814) =
Fair value gain on investment property KEMEZ AAEEKS 271,985 199,614
Currency translation differences BERENZRE (132,978) (61,258)
At end of year RER 1,222,682 1,311,600
Amount recognised in consolidated income statement for REAERRPRERAZREMESTBOT
investment properties as follows:
2017 2016
—E—+tHF ZE-RF
HK$’000 HK$’000
FExT TAT
Rental income e WA 62,822 47,682
Direct operating expenses from properties RKEELEHESWA ZYE 2
that generated rental income HELERT (18,121) (7,477)
44,701 40,205

As at 31st March 2017, an investment property of
approximately HK$1,222,682,000 (2016: HK$1,311,600,000)
was stated at open market value based on valuations assessed
by an independent professional qualified valuer and reviewed
by the directors. The investment property was pledged as
collaterals for certain of the Group’s bank borrowings of
approximately HK$480,471,000 (2016: HK$816,597,000) (Note
31).

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

RZZE—+tF=A=+—H ' 491,222,682,000
BT (ZF— N ¢ 1,311,600,00058 7T) Z —
HEEMERESRBYLREELRERMGE
EFTEL 2 mERH 2 A AFAMEYIE - K&
YMEEEERRT  (EAAEBS THRITEED
480,471,000 L (= & — /X 4 : 816,597,000
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15 REWHE (&)

TRUFBEESTRAABEARZIRE
Y

15 Investment property (Continued)

The following table analyses the investment properties carried
at fair value, by valuation method.

DARBEER

Fair value measurement
at 31st March 2017 using
R=-E—+t&E=A=+—HEATHEH

Fair value hierarchy

EITZRREEFE
Quoted prices
in active Significant
markets for other Significant
identical observable unobservable
Description assets inputs inputs
RIER™ 5 BEX BEX
AEBEE H {7 8 52 A EE
HHut ZHmE LN e WA
(Level 1) (Level 2) (Level 3)
£—E E=E ]
HK$°000 HK$’000 HK$’000
THET THERT THERT
Recurring fair value measurement & E QAR EETS
— Commercial units — BESBT
— Mainland China — RE R - - 1,222,682

Fair value measurement
at 31st March 2016 using
R-_E—RF=A=+—HBHBFEBTHHER

ETZAREBEE
Quoted prices

in active Significant
markets for other Significant
identical observable unobservable
Description assets inputs inputs
5 BB T 35 BX E-D/N
Al 5% 5l & 2 H v #1252 AR R
Ha ZWwE i A BB B A B R
(Level 1) (Level 2) (Level 3)
£ = £=/
HK$’000 HK$'000 HK$’000
THET FET FHET

Recurring fair value measurement & &4 A A (EEE S
— Commercial units — EBEET

— Mainland China — R — — 1,311,600
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Hong Kong Shanghai Alliance Holdings Limited

15 Investment property (Continued) 15 BREWE(E)
Fair value measurement using significant FEHRHEXTABERAZAAEBEG
unobservable inputs (Level 3) EB(FE=E)
Mainland
China
A ER A it
HK$’000
FET
As at 1st April 2016 RZZE—RFMA—H 1,311,600
Additions NE 994,899
Capitalised subsequent expenditure HEeERIBRER 16,990
Disposal of subsidiaries (Note 36) HEH B A A (M:E36) (1,239,814)
Fair value gain on an investment property KREMEZ AABEKS 271,985
Currency translation differences BEEEN =% (132,978)
As at 31st March 2017 RZE—+tF=A=+—81 1,222,682
Total unrealised gains for the year included in R-_E—+HF=F=+—H
the consolidated income statement for asset held iz B ERAFE T A
at 31st March 2017 FAEBRmKR I REE WS E 271,985
As at 1st April 2015 R-_Z—HA&EWA—H 1,144,634
Capitalised subsequent expenditure HigRYBAER 28,710
Fair value gain on an investment property KEWEZ ARBEKZE 199,514
Currency translation differences BEER % (61,258)
As at 31st March 2016 RZFE—AR"¥=A=+—H 1,311,600
Total unrealised gains for the year included in R-ZE—RE=A=+—H
the consolidated income statement for asset held FiEEERANFEEA
at 31st March 2016 FABRR I AREHIWGE 199,514

BARABESEZERERAR
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Investment property (Continued) 15 REWX(E)
Fair value measurement using significant FREXRFITEERMAZAARAEES
unobservable inputs (Level 3) (Continued) E2(E=E) (&)
Information about fair value measurements using significant BERERAEATAEERGA(E=ZR)ZA
unobservable input (Level 3) as follows: REEFEZERET :
Relationship of
Valuation Unobservable Range of unobservable inputs
Description Fair value technique inputs unobservable inputs to fair value
TABEGA TABRE AHEHE
R AREE GERN TABERAHE HEHE AREEZBE
(HK$’000)
(F#&7x)
As at 31st March 2017
RZE—+F
=A=1+-—H
Investment property 1,222,682  Income Adjusted market yield  5.25% The higher the weighted
— Mainland China capitalisation average adjusted
approach market yield, the
and direct higher the fair value
comparison
approach
REME — P ENM WanBE R ER KAETSREE INHEF K AET 5K
BEELBE mEHE  AREE
W
Range of Relationship of
Valuation Unobservable unobservable inputs unobservable inputs
Description Fair value technique inputs (weighted average) to fair value
FABERA
gEEE AABREAHEE
it AREE ‘ERN AABRGAHE (hn#EF19) AREEZBE
(HK$’000)
(F#7x)
As at 31st March 2016
RZT—RE
=A=+—H
Investment property 1,311,600 Income Adjusted market yield  5.75% to 6.75% The higher the weighted
— Mainland China capitalisation (5.91%) average adjusted
approach market yield, the
higher the fair value
REWE — P ENM WamBERbE KRAETSREE MEFHEAETSK
mRHE  AREE
e
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15

16

Hong Kong Shanghai Alliance Holdings Limited

Investment property (Continued) 15 BREWE(E)
Valuation processes of the investment property REVEZHERRF
The Group engages external, independent and qualified valuer AEBZEINBBLILEBERGHEMET
to determine the fair value of the investment property at the NEBBHREEREBEMEZ ALEE - P
end of every financial year. As at 31st March 2016 and 2017, —E-REREFTE—ttHFE=ZA=+—H"
the fair value of the investment property was determined by KEMEZAALBEEAKNBEITE
Knight Frank Petty Limited. RARERE °
The Group’s finance department reviews the valuations AREBEZHBEHMAE 2T EREENNS
performed by Knight Frank Petty Limited for financial reporting Mgzt A AT RN T ER A EH 2 58
purpose. These valuation results are then reported to the HeBRAMBEREEERNAEREIE
Group’s management for discussions and review in relation to EWm - UBMMEREFREEEROGEM
the valuation processes and the reasonableness of valuation LT A wm MR ET o
results.
The main Level 3 input used by the Group is derived and AREEFERNETEE=E@m ARKENMTEM
evaluated as follows: RN
Adjusted market yield RABDHWRER
The adjusted market yield has been determined by KRAEMBWERDELX2EMHEE LA
making reference to recent sales and rental transactions SR (EFABARBA L&Y EEEKE
with adjustments to reflect the differences between the MEMEMLE BFEERHMAZTE
comparables and the investment property, in terms of location, ZEBR)TFUETE
building quality and other factors.
Land use rights 16 LT ihfE AR
The Group’s interests in land use rights represent prepaid AREBR T ERAEZERZBIETRNE %
operating lease payments and their net book amounts are HARBREREFEI> AT :
analysed as follows:
2017 2016
—E—+tHF ZE-RF
HK$’000 HK$’000
FERT TAT
At beginning of year REA] 44,536 47,977
Amortisation 5 (1,522) (1,607)
Disposal of subsidiaries (Note 36) &K B AR (MY&E36) (31,412) —
Currency translation differences HEER =58 (2,084) (1,834)
At end of year MNER 9,518 44,536

Amortisation of land use rights has been included in “general
and administrative expenses” in the consolidated income
statement.

As at 31st March 2016, the Group’s land use rights of

approximately HK$34,817,000 were pledged as collaterals for
the Group’s long-term bank loans (Note 31).

BARABESEZERERAR

THEREZEED S ARABERRZ]—
fREATH ] -

RZE-—RNEF=ZA=+—RH A5E L
{5 A #E #)34,817,0007% 7T 2 H #HE /A
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Intangible assets

17 BFREE

Distribution Favourable
Goodwill rights lease terms Total
mE DEEE BRABEEGKRT M
HK$’000 HK$’'000 HK$’'000 HK$’000
FTER FTERT FET FTER
At 1st April 2015 RZZE—RAFEMA—H
Cost XA 68,375 8,348 12,618 89,341
Accumulated amortisation Rt - (2,728) (827) (3,555)
Net book amount IR HEF 5 68,375 5,620 11,791 85,786
Year ended 31st March 2016 HE-_ZE—RHF
“A=+—HLEFE
Opening net book amount B R F 5 68,375 5,620 11,791 85,786
Amortisation i — (814) (616) (1,430)
Currency translation differences ERERER (3,359) (255) (564) (4,178)
Closing net book amount HA 4% BR 5 58 65,016 4,551 10,611 80,178
At 31st March 2016 RZE—RF
=A=+—H
Cost XA 65,016 7,939 11,997 84,952
Accumulated amortisation R EH - (3,388) (1,386) (4,774)
Net book amount AR )RR 65,016 4,551 10,611 80,178
Year ended 31st March 2017 BHE_ZE—+%
“A=+—HLEFE
Opening net book amount HEREFHE 65,016 4,551 10,611 80,178
Amortisation b - (383) (578) (961)
Impairment B (10,282) (4,002) - (14,284)
Disposal of subsidiaries (Note 36) i & B B 7] (K 7E36) (51,045) - (9,355) (60,400)
Currency translation differences BEHE R =5 (3,689) (166) (678) (4,533)
Closing net book amount HY AR BR [ 3 58 - - - -
At 31st March 2017 RZT—tF
=A=+—8©
Cost DN - - - -
Accumulated amortisation Rt - - - -
Net book amount IR F 5 — - - _

Amortisation expense of distribution rights and favourable lease
terms have been included in the “general and administrative
expenses” in the consolidated income statement.

7 $HHE N B F TH B RO 3H S B EF AR

BRERZI—BRRITHXE] -
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17

Intangible assets (Continued)

Impairment tests for goodwill

Goodwill is allocated to the Group’s CGUs as follows:

BEEE (&)
7 2 R 1B R A
BERAREAEE RS ELBAMT

2017 2016
—E—tF —TRF
HK$’000 HK$’000
FERT T T
Building and design solutions BERFZFATR

— Wuhan (“Wuhan BDS”) —RE(REREEERK
FET A ER]) - 6,529

— Changsha (“Changsha BDS”) — KPP RPEBEERK
FET A E]) - 4,135
Property business in Shanghai R EBZ B E T — 54,352
- 65,016

Notes:

During the year ended 31st March 2017, management has performed
impairment assessments for the CGUs of Wuhan BDS and Changsha BDS and
concluded the value-in-use of the CGUs of Wuhan BDS and Changsha BDS
were below their carrying amounts. Accordingly, impairment of goodwill and
intangible assets of HK$10,282,000 and HK$4,002,000 were recognised in the
consolidated income statement.

On 31st March 2017, the Group completed the disposal of 100% equity interest
in Eastlink International Investment Inc. and its subsidiaries (the “Eastlink
Group”), which was principally engaged in property business in the PRC.
Accordingly, upon the completion of the disposal, goodwill of HK$51,045,000
and intangible assets in relation to the use right of car park of HK$9,355,000
were derecognised. See Note 36 for further details regarding the disposal.

The recoverable amount of the CGUs is determined based
on value-in-use calculations. These calculations use cash
flow projections based on financial budgets approved by
management covering the budget period. Key assumptions
used for value-in-use calculations:

ML

R_TE—+tE=A=+-—HBLEER BEEHREZE
BEREGRBNIRRRDPEZEGRRIFTIRZE
SEABEMETRETGOHREE RERZEERRE
SRRV EREEGRBTFIRZESELBMNDN
FREERREFAE Bt BEREFREEZR
{E 410,282,000 7T 4,002,000/ LR 4R & 1825 R 7E

7

RZTB—+tE=A=+—8 A£EZKHERHE
BRIEEER AR RENE AR ([REEE]) Z100%4E
W ZEEBEZRFEREEHEER -At - £5%
R Ut & 1 - 51,045,0007% T B 73 28 B2 (= B8 35 {5 F 4 A
R B 4 2 B E9,355,000/8 TTE M AR IE 7R - BRI
HERNFERMESS -

ReELBU 2RO EEBRERE
BEET WAEHEREHEMNARESR
ERAEREVBEEHRAESH - &
EREEMAZEZRR

Key assumptions as at
31st March 2017
R=-ZFE—tHF=A=+—HA%2

BEERR
Wuhan Changsha
BDS BDS
HEEE ROESE
Emk Emk
BEAES REt AR
Growth rate of revenue W A 38R R 10% 9%
Operating profit margin BT R = 2%-3% 2%-3%
Pre-tax discount rate T Bl Bh 38 =R 20% 20%
Gross margin FF| = 10% 15%

Management determined the average annual growth rate of
revenue based on past performance and its expectations of
market development. The discount rates used reflect specific
risks relating to the relevant segments.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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18 Financial instruments by category 18 €M IESE
Fair value
through
Loan and profit or Available-
receivables loss for-sale Total
BEXREk FAB&ZZ
FE W AR X DNREE A& B

HK$°000 HK$°000 HK$°000 HK$°000
TR TR TER TER

As at 31st March 2017 R-ZE—tF
=ZA=+-H
Assets as per consolidated SAMBEMRRER
statement of financial position ZEE
Available-for-sale financial asset AEEEZHEEE - - 506 506
Amount due from a joint venture AN O] 34,360 - - 34,360
Trade and other receivables & Wt B 51 K%
(excluding non-financial assets) H & U AR K
(TEEFEVBEE) 594,770 - - 594,770
Financial assets at fair value BARBEFTABR
through profit or loss LU BEE - 15,500 - 15,500
Pledged bank deposits BEAEITER 68,659 - - 68,659
Cash and cash equivalents HeRRE%EE 628,382 - - 628,382
Total FR ] 1,326,171 15,500 506 1,342,177
At amortised
cost
2 8 8H R AR
HK$’000
THET
As at 31st March 2017 R=Z—tHF=H=+—H
Liabilities as per consolidated statement of BEUBRARAZERE
financial position
Borrowings ERET 1,722,336
Trade and bill payables EREREEE 143,604
Amount due to a joint venture A& RRERER 49,900
Other payables (excluding non-financial liabilities) HEMEMBRR(TBEIETEERE) 110,918
Total 4a xE 2,026,758
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18 Financial instruments by category (Continued)

18 2 I EDHE (&)

Fair value
Loan and through Available-
receivables profit or loss for-sale Total
Xk FAB®mZ
& W BR 5K ARAEE AEEE e
HK$’000 HK$’000 HK$’000 HK$’000
FHET TAT FAT FHBT
As at 31st March 2016 R-ZBE—XRE
=A=+-H
Assets as per consolidated SAMBMRRER
statement of financial position 2Z&E
Available-for-sale financial asset At & 2 B 5B E — — 487 487
Amounts due from joint ventures  EA & A F 15,593 = = 15,593
Trade and other receivables FEUWER X M
(excluding non-financial assets) H i AR 3R
(TEEFNBEE) 779,880 — — 779,880
Financial assets at fair value BRAABEFARRE
through profit or loss 2 BEE = 15,630 = 15,630
Pledged bank deposits BB THER 59,166 = = 59,166
Cash and cash equivalents HehBREEE 546,261 — — 546,261
Total B 1,400,900 15,630 487 1,417,017

At amortised

cost
2 5 55 B AR
HK$’000
FAT

As at 31st March 2016 R-ZB-X"H¥=ZA=+—8H

Liabilities as per consolidated statement of BEUBRARAZERE
financial position

Borrowings BE 1,992,384
Trade and bill payables ERERRRE 132,581
Other payables (excluding non-financial liabilities) HihEMER (TEEFTEER) 53,608
Total B 2,178,573

Hong Kong Shanghai Alliance Holdings Limited
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19 Subsidiaries 19 B A A

Details of the principal subsidiaries as at 31st March 2017 are RZE—+tF=ZA=+—RHZFZEMBA
as follows: AZEFIBEMT -

Place of incorporation/ Particulars of issued Percentage of equity

establishment and share capital/ interest attributable to the Principal activities and
Name kind of legal entity registered capital Group (i) place of operations

ERAL/ BRI BRIRE/ FEEELRS
R REGERIE MR A 2 E& A D) TEEBREE DY

2017 2016
ZB-tf TR

Fit Team Holdings Limited British Virgin Islands, US$4 100% 100%  Investment holding
limited liability company in Hong Kong
AERRAES BRECAR 4ET REBREER

Hongkong and Shanghai Land British Virgin Islands, USS$1 100% 100%  Investment holding
Group Limited limited liability company in Hong Kong and
Mainland China
EEHEREERAR RERAES BRALRA Er REBRPERDREER

Shanghai Bao Shun Chang Mainland China, RMB55,000,000 80.9% 100%  Stockholding and
International Trading Co., Ltd.” limited liability company (Note 37) trading of steel
GER) in Mainland China
EEIREERESERAR mERY AREEAF AR #55,000,0007T R AR FHREEMM

Van Shung Chong Hong Limited Hong Kong, HK$2,000 ordinary 100% 100%  Provision of management
limited liability company and HK$10,000,000 services in Hong Kong
non-voting deferred
EIBE1TERAH BE BREALA 2,000 T E @K REBREERRE
%210,000,0007% 7
ERFRELRN
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19 Subsidiaries (Continued) 19 B AT (&)
_J Details of the principal subsidiaries as at 31st March 2017 are N—_E—+E=A=+—HZ2FEHREBL
as follows (Continued): AZEBOT - (8
Place of incorporation/ Particulars of issued Percentage of equity
establishment and share capital/ interest attributable to the Principal activities and
Name kind of legal entity registered capital Group (i) place of operations
ERAL/ R BRTRE/ FEBEERE
&8 REGREMLE EMBA BEA 2 () TEEBREELY
2017 2016
“$-tF CTRF

VSC Plastics Company Limited Hong Kong, HK$2 100% 100%  Trading of engineering
limited liability company plastics in Hong Kong
EIREZBERAA BE AREERA 28T REBEEIRER

VSC Steel Processing Hong Kong, HK$1 100% 100%  Investment holding in Hong
Holdings Limited limited liability company Kong and provision of
logistic and management
service
EESEMMIARERAR &E BAREERA 187 REBRAERRREDRR
EBRH%

LN BEZERAR Mainland China, RMB429,130,000 100% 100%  Property business
limited liability company in Mainland China
mER BREEAH AR 429,130,0007C KBRS 2 BHERH
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19 Subsidiaries (Continued) 19 B AR (&)
Details of the principal subsidiaries as at 31st March 2017 are NR—_E—+E=A=+—HZFEKEBL
as follows (Continued): FlZHBWT - (8)
Place of incorporation/ Particulars of issued Percentage of equity
establishment and share capital/ interest attributable to the Principal activities and
Name kind of legal entity registered capital Group (i) place of operations
ERAL/ R BRTRE/ RRBEERE
&8 REeRE#LE EMBA BEA L) ITEEBRSELY
2017 2016
“$-tF CT-RF

FleKEIRE 5 (L8) BRAR Mainland China, 1S$6,500,000 100% 100%  Trading of sanitary wares in
limited liability company Mainland China
RERS BREFAT 6,500,000% 7 REBERBEEZA

RE=SEMERAR Mainland China, RMB10,000,000 100% 100%  Trading of sanitary wares in
limited liability company Mainland China
HEIR - BREEAF A& %10,000,0007T REBEREEZE

BIRE (LB L% EBEBRAR Mainland China, US$7,280,000 100% 100%  Provision of management
limited liability company service and trading of
sanitary wares and kitchen
cabinets in Mainland China

REIR - BREEAF 7,280,000 T REBEAREEERBRE
EZEREE
Note: B o
0] The shares of Van Shung Chong (B.V.1.) Limited are held directly by the (i) Van Shung Chong (B.V.l.) LimitedZ % {3 B8 A~ A &)
Company. The shares of other subsidiaries are held indirectly. HERFE HMMBARZKRMOAEERES -
* For identification only * EHEE
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20 Investments in associates 20 REEE QTR 2RE
The movements of investments in associates are as follows: REEERRIZREZSHMT -

2017 2016

—E—+tH —E—RF

HK$’000 HK$’000

FExT TH&T

At beginning of year REH — 7,696
Share of results of associates — net JERBERNRIZEE — F58 - (7,364)
Currency translation differences EEEN =78 - (332)

At end of year RER - —
Set out below are the associates of the Group as at 31st LNTIHNAEBR -—_E—+FE=A=+—

March 2017. The associates as listed below have share capital
consisting solely of ordinary shares, which are held directly by
the Group.

Details of the principal investments in associates as at 31st

HzBERA - LATﬁﬁﬁ'JHﬁﬁ%’AT{%Eﬁ
ERBRZEA AAKEEEREH -

R-EBE—tF=ZA=1t—"HZTERHKE

March 2017 are as follows: NEIZIEHBWNOT
Place of business/ Nature of the = Measurement
Name of entity country of incorporation % of ownership interest relationship method
BREE ¥ TMAILFAEER BERESEDIL HEEE B 7%
2017 2016
—B-tF —T-AF
China Able Limited Mainland China/ 33.33% 33.33% Note i Equity method

(“China Able”) British Virgin Islands

hERM, B RS

Changshu Baoshunchang Mainland China 49.99%

Steel Processing Co., Ltd.”
(uﬁlﬁ;ﬂfﬁ “E = n)

FEABIEEMMINTERA HR B A 3
(EnZIEE])
Notes:
(i) China Able was engaged in the property business. It is a contractual joint

venture which is held in equal shares among Fit Team Holdings Limited, a
wholly owned subsidiary of the Group, Nanyang Industrial (China) Limited,
an independent third-party and Marvel Champ Investments Limited,
another independent third-party. It remains inactive since distribution was
made to shareholders in 2014.

(ii) & P E JIE Bis engaged in the processing of steel. It is a contractual joint
venture established in Mainland China with an operating period of 30
years to 2034. Management assessed the Group maintained significant
influence and no control over the operating activities of the entity. During
the year ended 31st March 2017, the Group has shared the losses of
the associate to the extent of the Group’s interest in the associate. The
Group has no obligation to take up further losses. The amount of the
Group’s unrecognised share of profit of the associate for the current year
was HK$457,000 (2016: unrecognised share of loss of HK$683,000)
and the accumulated unrecognised loss was HK$226,000 (2016:
HK$683,000).

*  For identification only

There are no contingent liabilities relating to the Group’s
interest in the associates.

]46 Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

=

49.99% Note ii

P i %

MaE

0] China Able # %= = ith &= 2 75 - E & B Fit Team
Holdings Limited (A& @EZ2 2 &M B A R]) « — B
NE= ENanyang Industrial (China) Limited & % —
8 3 % = J77Marvel Champ Investments Limited+t
AFEEEERN 2z —BEHNRXEE QT - HE’\
T -NFRRREEDIRENEG T o

(ii) BEARAEIESHEMM NI - H#¢lmmﬁl
Z—HEHNREE AR - EEHOF E=F
=MEL - EEETEASEHZERBILE
EEHFEATEANEZNE - RBEE_T
—+F=ZA=1+—HLEEE A£EH MFM
EARZER  AAREEREE QR0 ES
R AEEESTREERE S - F$¢ﬁ
AN £ B R B A ) Bk R B 52 m A B 457,00078
TL(ZZ — N F : fE{h K 7R E 18 5683,000/8
T0) K& B A R E 1B 5226,0008 T(ZF — X
£ : 683,000/ TT) ©

- EHBE
ARERBERRZ AT BES RKARA
& o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Investments in joint ventures and amounts 21 REEDNTRAIZREREW (FEM)
due from/(to) joint ventures g g
2017 2016
ZE—tF —T AT
HK$’000 HK$’000
FERT FAT
Investments in joint ventures REERAIZEE 110,631 148,108
Amount due from a joint venture i G NETE Q]
— TVSC Construction Steel Solutions — TVSC Construction Steel
Limited (“TVSC”) Solutions Limited
(fTvscl) 34,360 15,524
Amount due (to)/from a joint venture () /& E AR
— HSL China Metropolitan Fund | L.P. — HSL China Metropolitan
(“HSL”) Fund I L.P. (THSLI) (49,900) 69
The amounts due from/(to) joint ventures are unsecured, U (EMN)EE AT 2 AEEM
non-interest bearing and without pre-determined repayment Tt B R EBEERE - ﬁE [ % % LA B
terms. The carrying amounts are denominated in HK$ and T EREEAABEMRES
approximate their fair values.
The movements of investments in joint ventures are as follows: RESANTIZIEEEEWMT
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FET FATT
At beginning of year REA] 148,108 135,159
Investment in a joint venture (Note (i)) REZERR 2®E (ML) 13,784 19,500
Share of results of joint ventures — net BIREE AR ZHE — F5 (36,511) 4,437
Currency translation differences EEME = (14,750) (10,988)
At end of year RER 110,631 148,108

Note:

CEX

(i) During the year ended 31st March 2017, the Group advanced an (i)
unsecured and interest-bearing shareholder’s loan of HK$11,634,000
and subsequently converted it into share capital of TVSC and further

injected capital contribution of HK$2,150,000.

During the year ended 31st March 2016, the Group made capital injection

of HK$19,500,000 to TVSC.

Set out below are the joint ventures of the Group as at 31st
March 2017. The joint ventures as listed below have share
capital consisting solely of ordinary shares, which are held

directly by the Group.

IWTEINAEER —_F —
Aza&2ra - A TAEERRIAEFE
BELTEERIBA BAEEEEFA -

—tF=ZA=+—HLFE XE&

@?ﬂﬁflﬁﬁfﬁﬁﬁw S5 B iR 3R B 311,634,000
BT REBEIRA TVSCZBRARE—FHER
2,150,0005% 7T °

SE-ANFZA=+-RLEEE &%
I mTvsc/I #19,500,000/% 7T °

tF=A=+—
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MY R

21 Investments in joint ventures and amounts 21
due from/(to) joint ventures (Continued)

Details of the principal investments in joint ventures as at 31st

March 2017 are as follows:

= |
RZE—+F=ZA=Z=+T—BZETEREE
NAZTREFBWAT :

Place of business/ Nature of the Measurement
Name of entity country of incorporation % of ownership interest relationship method
BEREH T AR L AT B R REEEZEIHL BELE SRR E
2017 2016
—T—tF ZT—RF
HSL China Metropolitan Mainland China/Cayman 29.44% 29.44% Note i Equity method
Fund | L.P. Islands
RE AN, SRS B =i &%
TVSC Construction Steel Hong Kong 50.00% 50.00% Note ii Equity method
Solutions Limited
BB B 5 e m A
Notes: B 5
(i) HSL is a property investment fund, which is held by the Group and 0] HSLEEHEREES HAEBEREFEYS
certain independent third parties. =R o
(ii) TVSC is engaged in the provision of steel processing services in Hong (i) TVSCRE BN 1M TR - TVSCA —
Kong. TVSC is a contractual joint venture, which is held by the Group BAZANG  HAEER—BIYS=-HEHR -
and an independent third party.
There are no contingent liabilities relating to the Group’s AREBREERNAIZERZTES RKAE
interests in the joint ventures. & o
Summarised financial information for joint ventures SENTMEERBE
Set out below are the summarised financial information for joint TREVUAESEABRZEE AR 2%
ventures which are accounted for using equity method. BREE o
Total
HSL TVSC o
@5t
2017 2016 2017 2016 2017 2016
“E2-tf ZZ-RF ZEBE-tE —T-—RF ZBE-tfE Z—FT- %
HK$’000 HK$'000 HK$°000 HK$'000 HK$’000 HK$'000
TER THL TER FHL TR THT
Summarised statement of B XM E
financial position
Current assets RBEE
Cash and cash equivalents B4 RELEE 496,752 329,255 6,533 2,563 503,285 331,818
Other current assets HihnBEE 588,549 1,642,339 19,972 8,466 608,521 1,650,805
Total current assets REEELE 1,085,301 1,971,594 26,505 11,029 1,111,806 1,982,623
Total current liabilities RBREAR (642,566) (353,986) (62,198) (23,104) (704,764) (377,090)
Non-current assets ERBEE 870 175,124 34,395 29,950 35,265 205,074
Total non-current liabilities #REABEEE (67,820)  (1,320,006) - - (67,820)  (1,320,0006)
Net assets/(liabilities) g/ (86 38 375,785 472,726 (1,298) 17,875 374,487 490,601

Hong Kong Shanghai Alliance Holdings Limited

BARABESEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MR

Investments in joint ventures and amounts 21 REEDNTRAIZREREW (FEM)
due from/(to) joint ventures (Continued) ¥ ARRE(E)
Summarised financial information for joint ventures EEANTMBERME(E)
(Continued)
Total
HSL TV N
S SC P
2017 2016 2017 2016 2017 2016
“E-tFf ZZ-RE ZCZB-tFE —E-RE ZB-tE —ZT-iRE
HK$°000 HK$°000 HK$°000 HK$’000 HK$’000 HK$'000
TR THET TR THET TR THET
Summarised statement of S B H L EHE
comprehensive income
Revenue WA 149,263 42,898 65,101 4748 214,364 47,646
Depreciation e (934) (1,217) (2,860) (483) (3,794) (1,700)
Finance income HBRA 4,969 302 - — 4,969 302
Finance cost H%EHR (35,479) (33,425) (659) (16) (36,138) (33,441)
Profit/(loss) before tax BRAEF,/ (EE) 124,960 631,819 (45,901) (24,947) 79,059 606,872
Income tax expense FERT M (171,806) (580,868) (840) 4,036 (172,646) (576,832)
(Loss)/profit for the year FE(BR) /&H (46,846) 50,951 (46,741) (20,911) (93,587) 30,040
Currency translation ERELES
differences (50,095) (37,326) - - (50,095) (37,326)
Total comprehensive (loss))  EE2HE (B18) /
income for the year W\ 858 (96,941) 13,625 (46,741) (20,911) (143,682) (7,286)
Unrecognised share of losses KR E(L &1 - = (649) = (649) -
Cumulative unrecognised ZHABAELER
share of losses - = (649) = (649) -

The information above reflects the amounts presented in the
financial statements of the joint ventures (and not the Group’s
share of those amounts) adjusted for differences in accounting
policies between the Group and the joint ventures.

FRERRRREE ARV BRRENE
RARERSLERASFTHRRERFLH
BB (LFEAKERIEZEHE) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

21

Hong Kong Shanghai Alliance Holdings Limited

Investments in joint ventures and amounts
due from/(to) joint ventures (Continued)

Reconciliation of summarised financial information

Reconciliation of the summarised financial information
presented to the carrying amount of the Group’s interests in

joint ventures

21

\EELARIZREREWR “(EA)
BE QAR (H)
BHERBEHIR

e RMBANEERAEENSEA
22 EESRLE

S
i

I

Total
HSL TVSC P
2017 2016 2017 2016 2017 2016
“E-t& CZERE ZEBE-t§ CZE-R"§ ICE-t§ CZITR%
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
TER FHL TET THL TET THT
Summarised financial HBERAEHE
information
Net assets at NENZBEFE
beginning of year 472,726 459,101 17,875 (214) 490,601 458,887
Capital injection by hEzEE
shareholders - - 27,568 39,000 27,568 39,000
(Loss)/profit for the year KERE (BB) /&5 (46,846) 50,951 (46,741) (20,911) (93,587) 30,040
Currency translation ERELES
differences (50,095) (37,326) - - (50,095) (37,326)
Net assets/(liabilities) RERZEE/ (AE)
at end of year bk 375,785 472,726 (1,298) 17,875 374,487 490,601
Investments in joint ventures RA& AT ZHE
Carrying value FHE 110,631 139,171 - 8,937 110,631 148,108

BARABESEZERERAR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22 Deferred income tax assets/(liabilities)

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current income tax assets
against current income tax liabilities and when the deferred
income tax assets and liabilities relate to income taxed levied

22

e RS ERAR MR

EEFBBEE (BE)

EEARNHMSHEELNYMEHEA
BERBEZEEBHATE  UERER—HK
BHRERAZEXRVEBLTRERNE R
RELEMSHEEMELEMEHABBK

by the same taxation authority on either the taxable entity or 5  HPEBEESRBRFRAESE
different taxable entities where there is an intention to settle B RLEFGHEEMBES Al BEAEKE -
the balances on a net basis. The offset amounts are as follows: HHSBAT
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
F#ExT THT
Deferred income tax assets: EEMSIREE :
— Deferred income tax assets to be — R+ @B ®kE 2
recovered after 12 months RESEREE 11,854 10,578
— Deferred income tax assets to be — BRt+T_@AABRKRE 2
recovered within 12 months REMSREE 9,516 7,878
21,370 18,456
Deferred income tax liabilities: RIEFTIS TR B 1
— Deferred income tax liabilities to be Hﬁﬁ/\‘f' I)EI ‘isEZ
settled after 12 months ELFEHRAEE (69,638)  (200,438)
Net deferred income tax liabilities FEMSHREEFH (48,268) (181,982)
The movements in net deferred income tax liabilities are as EIEFREHR B EFBEESH WO T -
follows:
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FET FETT
At beginning of year R E ) (181,982) (137,134)
Charged to the consolidated income ERERE B KPR (FFE11)
statement (Note 11) (65,876) (53,205)
Disposal of subsidiaries (Note 36) & M B A A (FTzE36) 186,297 =
Currency translation differences BEEHR =% 13,293 8,357
At end of year RER (48,268) (181,982)
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22 Deferred income tax assets/(liabilities)

(Continued)

The movements in deferred income tax assets and liabilities
during the year, without taking into consideration the offsetting

22 FEEFBBEE (BE) (&)

AEEREFMSHEEREBLER
R-—HERERRAZERBHE Z2ED

of balances within the same tax jurisdiction, are as follows: M
Deferred income tax assets: RIEFTISTHE E
Cumulative Decelerated
tax losses Depreciation Total
A BIEEE BT E et
HK$’000 HK$’000 HK$’000
FHET FExT FExT
At 1st April 2015 RZZE—RFMHA—H 23,311 203 23,514
Credited to the consolidated BEREGEEERFETA
income statement 2,466 45 2,511
Currency translation differences S ¥E i, = %8 (640) = (640)
At 31st March 2016 R-ZE—ARF=ZA=+—H 25,137 248 25,385
Credited to the consolidated BERGEEBERFETA
income statement 1,887 141 2,028
Disposal of subsidiaries (Note 36) ! & [t E@ A = (MizE36) (67) — (67)
Currency translation differences & E X, =58 (542) - (542)
At 31st March 2017 R-ZE—+F=A=+—H 26,415 389 26,804
Deferred income tax liabilities: BELEFEHAaRE
Investment Withholding Accelerated
property tax depreciation Total
REME ek R E et
HK$’000 HK$'000 HK$'000 HK$’000
FHET FHET TET FHET
At 1st April 2015 RZZE—RFMA—H (157,553) (797) (2,298) (160,648)
Charged to the consolidated ERGaEaxR Mk
income statement (49,879) (15) (5,822) (565,716)
Currency translation differences EHEN =% 8,997 — — 8,997
At 31st March 2016 RZZE—RF
=A=+—8H (198,435) (812) (8,120) (207,367)
(Charged)/credited to the BERGABEERT
consolidated income statement (%) /st A (67,997) (749) 842 (67,904)
Disposal of subsidiaries (Note 36) & [t B 2 &) (i 5536) 186,364 - - 186,364
Currency translation differences EEEN =5 13,835 - - 13,835
At 31st March 2017 RZE—LF
=“A=+—H (66,233) (1,561) (7,278) (75,072)

Hong Kong Shanghai Alliance Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Deferred income tax assets/(liabilities)
(Continued)

Deferred income tax assets are recognised for tax loss
carry-forwards to the extent that the realisation of the related
tax benefit through the future taxable profits is probable.
As at 31st March 2017, the deferred income tax assets
recognised from tax loss of approximately HK$22,977,000
(2016: HK$12,577,000) can be carried forward indefinitely. The
remaining tax losses of approximately HK$3,438,000 (2016:
HK$12,560,000) will expire in five years from the year they
were incurred.

The Group did not recognise deferred income tax assets of
approximately HK$5,443,000 (2016: HK$5,442,000) in respect
of tax losses amounting to approximately HK$32,989,000
(2016: HK$32,984,000) that can be carried forward indefinitely
to offset against future taxable income. Losses amounting to
approximately HK$13,133,000 (2016: HK$15,752,000) will
expire in five years from the year they were incurred.

Deferred income tax liabilities of approximately HK$122,000
(2016: HK$253,000) have not been recognised for the
withholding tax that would be payable on the unremitted
earnings of certain subsidiaries, as management currently has
no intention to remit those earnings.

Available-for-sale financial asset

e RS ERAR MR

22 EEFBBEE (BE) (&)

REFBSMREENREEAEBHRE A SR
KRR BNEE MR EE 2 HIAE
BIEBER R=_FE—+t&F=A=+—8"
ERHMEEERRZECHEMEEN
22,977,0007%8 ;o (= T — /X F : 12,577,000
EIL) Al AR A E - s N2 T IBBIBY
3,438,000/ 7L (= & — 7S & : 12,560,0007%
TEBREEFERAFTARR -

7N & B W £ 5t £95,443,00078 L (—F — X
F 154420008 L) 2 TR IBEB B ER LY
32,989,000 7t (= = — /X & : 32,984,000
BILIZELEMBHREE %280 L&
fRAERAE S DA SRR EER UL A - BB A
13,133,000 L (= & — 7~ & : 15,752,000
BILIBREEFERBRAFTARY

WERETHBRR 2 KD IRAF Z &R
TEH B R 40122,0008 T (ZF — /N F ¢
253,000 L) 2 EEEFMSH AR BAEE
BERNEZDRZSERN -

23 AHHEZMBEE

2017 2016

—E—tfF —E-RF

HK$’000 HK$’000

FET FABT

At beginning of year RE ) 487 458
Addition NE - 128
Change in fair value (Note 34) AR EEZH) (HE34) 19 (99)
At end of year RER 506 487

Available-for-sale financial asset, which is stated at fair value
and denominated in HKS, represents shares listed on The
Stock Exchange of Hong Kong Limited.

BAARBEIKRLLNETAEZAIHEE
LMBEE BERBEBMARXZMABRA
Al Lz Bin o
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24 Financial assets at fair value through profit or 24 BAREBEEFTABSZZUKEE
loss
2017 2016
—E—+HF ZE-RF
HK$’000 HK$’000
FH T FHT
Derivative financial instruments (Note (i)) TAE SR T A (i aEd)
— Iron ore future contracts — HEHESHN - 130
Investments in listed corporate REMRAIEEZEE (K 7E)
notes (Note (ii)) 15,500 15,500
15,500 15,630

25

Hong Kong Shanghai Alliance Holdings Limited

Notes:

(i) As at 31st March 2016, the total notional principal amount of the
outstanding iron ore future contracts was approximately HK$1,720,000.
Net fair value change and net realised gains on future contracts were
recognised in “other gains/(losses) — net” in the consolidated income
statement. The contract was settled during the year.

(i) The investments in listed corporate notes were denominated in US$.
Changes in fair value were recognised in “other gains/(losses) — net” in

CEX

0] RZZE—R"F=ZA=+—H0 RXFREEHE
AR ZHBETEASEAHL,720,0008 T - B E
EHZRAARBEFEHREEZR FREER
e BERI ks (BE)— FEIFER -
EHERAFELE -

(i LT RARARBZKRENERTE 2AEBEE
BHENGABERRIEbaS (BB — F8E]

the consolidated income statement. FEER o
Inventories 25 FH
2017 2016
—®—tF CZTAF
HK$’000 HK$’000
FET FATT
Finished goods BUAL T 395,628 175,634
The costs of inventories recognised as expenses and included 4 2,626,722,000 B w(= & — XN F

in “cost of sales” in the consolidated income statement
amounted to approximately HK$2,626,722,000 (2016:
HK$2,887,336,000).

The Group made inventory provision for obsolete inventories
and write-down of the inventories to net realisable value. A
provision of HK$12,329,000 (2016: HK$15,375,000) was made
as at 31st March 2017. Reversal of provision for impairment of
inventories of HK$987,000 (2016: provision for impairment of
inventories of HK$3,897,000) was included in “cost of sales” in
the consolidated income statement.

BARABESEZERERAR

2,887,336,0008 T0) L F EXN A E R &>
o WEFFAGEBERZEERA R o

AEERERGFEENREEREBEYRF
EMREREREFE R _T—+tFE=A
=+ — B 42 12,329,000/8 ;L (= & — /<
& 115,375,000/ 0) 2 B - 7 & R E &
P E1987,0008 T (Z B — "% : &R
B 1%3,897,000% 7T) B 5t A4R & B &
ZIHEKAR IR o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MR

26 Trade and bill receivables

26 BEWERAKEE

2017 2016
—E—+tF —ET—RF
HK$’000 HK$’000
FET FETT
Trade and bill receivables JrE U BR Tk N AR
— from third parties — REE=H 488,087 463,336
— from an associate and joint ventures — RE—HBEAR LA E AT 21,555 12,406
Less: Provision for impairment of T FEURER SRR (B B
trade receivables (14,609) (14,025)
Trade and bill receivables — net FEWEFLREE — B35 495,033 461,717
Sales are either covered by letters of credit or open account HEHYUERAEXAEZEH 2REL N #E

with credit terms of 15 to 90 days.

Ageing analysis of trade and bill receivables by invoice date is

7 EEE—BN F15E0H TF o

BURERLREBERBEEZEAH ZREIN

as follows: mE
2017 2016
—B-tf  STXF
HK$’000 HK$’000
FHET FATT
0 to 60 days 0£60H 374,036 347,169
61 to 120 days 61£2120H 66,336 61,663
121 to 180 days 121£180H 17,922 14,706
181 to 365 days 1812365H 27,673 27,879
Over 365 days 83365 H 23,175 24,325
509,642 475,742

Less: Provision for impairment of L E U BR SRR (B B

trade receivables (14,609) (14,025)
495,033 461,717

As at 31st March 2017, trade and bill receivables of
approximately HK$371,042,000 (2016: HK$352,144,000) were
fully performing and were from customers with no history of

default.

REHBEZEF -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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26 Trade and bill receivables (Continued) 26 BEURERRREE (&)
Movements on the provision for impairment of trade FEWBER 2 REREEH T -

receivables are as follows:

2017 2016

—®—tF T AR

HK$’000 HK$’000

THER FHE T

At beginning of year R ) 14,025 7,124

Provision for impairment recognised in ERGEEERPER

the consolidated income statement — BAERE — F R (EET7)

net (Note 7) 4,966 7,529

Write off as uncollectible 1 58 AT R U B (3,589) (217)

Currency translation differences EHE N =5 (793) (411)

At end of year RER 14,609 14,025

As at 31st March 2017, trade receivables of approximately
HK$14,609,000 (2016: HK$14,025,000) were impaired
and fully provided for. The amount of provision recovered
in the consolidated income statement during the year was
approximately HK$720,000 (2016: HK$107,000). The ageing
analysis of these receivables is as follows:

RZEBE—+E=A=1+—08  BEREZRD
14,609,000 7 7T (= & — /X & : 14,025,000
BIL)EERBEREHEH - AFE - ER
REBm kR I E 2 S 5 49720,0007%
TL(ZZ— N : 107,000/ 7T) ° ZEE W
BRFERBROITAT -

2017 2016

—E—tF —E—REF

HK$’000 HK$’000

FERT TR

181 to 365 days 181£365H 287 651
Over 365 days Bi5365H 14,322 13,374
14,609 14,025

The ageing analysis of trade receivables past due but not
impaired (based on due date) is as follows:

EBMERBEREIRNAE) 2 BUKER
REDMTANE

2017 2016
—B-tF —B—RF
HK$’000 HK$’000
TET TAT
0 to 60 days 0%60H 69,150 55,389
61 to 120 days 612120H 21,335 16,897
121 to 180 days 1212180H 7,809 11,5620
181 to 365 days 1812365H 23,703 21,888
Over 365 days B iE365H 1,994 3,879
123,991 109,573

The carrying amounts of net trade and bill receivables FEEWESREECERSAERAR -

approximated their fair values as at 31st March 2017.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

—tF=A=+—BZAREBENES



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

26 Trade and bill receivables (Continued)

27

The carrying amounts of net trade and bill receivables were

denominated in the following currencies:

e RS ERAR MR

YRR R R (&)

R R R R 2 RE S A T K
HEHE

2017 2016
—B-—tF —TXF

HK$’000 HK$’000

FH T FHET

RMB AR 261,386 230,154
HK$ BT 214,780 225,638
Uss$ =T 18,867 5,925
495,033 461,717

Prepayments, deposits and other receivables

ANRE REREMBERER

2017 2016
—Z2—+tF —E—RF
HK$’000 HK$’000
FERT TAT
Deposit for acquisition of UWBE —THIZ B T RS
an investment property - 259,231
Prepayments for purchases SENREEN R 78,989 102,801
Prepayments for property, FENYE - BE & & ERIE
plant and equipment 5,483 5,296
Rental and other deposits HekEMmze 42,837 26,554
Value-added tax recoverable AJ Y [B] 3% 5 7 33,932 7,597
Compensation receivable in relation to RETTE HEWEERIE
an unfulfilled contract 38,860 —
Others Hih 18,040 32,378
218,141 433,857
Less: Non-current B FEENER (52,860) (286,316)
Current B HA 165,281 147,541

The carrying amounts of prepayments, deposits and other
receivables approximated their fair values as at 31st March
2017. They were denominated in the following currencies:

BNRE REFEMERERZEES
BHEEAR-_Z—tF=_A=+—HZAR
EBEMRAE  -FANKE R REMMEKE
HIA NI EEFHE

2017 2016
—E—+tF —E—RF

HK$’000 HK$’000

FExT F&T

RMB AR 125,166 372,277
HK$ BT 91,879 60,372
Us$ =T 1,096 1,208
218,141 433,857
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28 Pledged bank deposits/Cash and cash

equivalents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

BEERARTER RERASEE

2017 2016

ZE—tF ZTRF

HK$’000 HK$'000

FE T &L

Cash on hand SECEREE D 383 522
Cash at bank RITER 627,999 545,273
Short-term bank deposits RHRTTE B fE X 68,659 59,632
697,041 605,427

Less: Pledged bank deposits o BRI FER (68,659) (59,166)
Cash and cash equivalents HeRBELEE 628,382 546,261

Pledged bank deposits and cash and cash equivalents were
denominated in the following currencies:

EEMRTERRRE KRS SEATS
S -

2017 2016

—E—tF —E-RF

HK$°000 HK$’000

FET FH&T

RMB AR & 117,089 373,445
HK$ BT 118,137 144,650
us$ ETT 461,743 87,174
Others H 72 158
697,041 605,427

The carrying amounts of pledged bank deposits and cash
and cash equivalents approximated their fair values as at 31st
March 2017.

The effective interest rate on the bank deposit is 2.09% (2016:
0.63%) per annum. These deposits have an average maturity
of 31 days (2016: 16 days).

As at 31st March 2017, the Group’s bank deposits of
approximately HK$1,000,000 (2016: HK$32,119,000) and
HK$67,659,000 (2016: HK$26,157,000) were pledged as
collateral for the Group’s long-term and short-term bank loans
respectively (Note 31).

As at 31st March 2016, the Group’s bank deposits of
approximately HK$890,000 was pledged as collateral for the
Group’s iron ore future contracts.

As at 31st March 2017, pledged bank deposits and cash and
bank deposits totalling approximately HK$88,209,000 (2016:
HK$334,106,000) were denominated in RMB and kept in
banks in Mainland China. These funds are not freely convertible
in the international market with exchange rate determined by
the People’s Bank of China.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

EERBTERLRRE LB EEZRR
CHEEANR_T—ttF=ZA=+—BzZA2
REEMEE -

RITERZEBRN XS EBF209% (= F
F:063%) ZFHFERNFHEHA
T—R(ZE—RF: +tRA)-

R—_E—+tF=A=+—"H XKEEBZ
8 17 77 2X #91,000,0007% 7T (= & — /X £ -
32,119,000 /8 Jt) & 67,659,000 /& T (= =
— 7N 126,157,000/ L) E fEEKE - 2 7
EAASERBNREHRITE R Z KT R
(Bt sE31) °

1

RZE-—RF=A=+—H FEBEZR
TFERHA /RB0,000E T * CIEHEMALRE
BEBERESNCERS

R—_E—+t&F=ZA=Z+—H  BEHE
BITHERUAERBRERBRTERE XL
88,209,000/ J (= & — /N 4 : 334,106,000
BIL)AAREASESERTRAM - th5F
BN EEBRE M BB LB REESR
HPBEAREBITEE °
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29 Trade and bill payables 29 BERERRRREE
Payment terms with suppliers are either on letters of credit or BftEE 7 MRER G A EABEHE30E
open account with credit period of 30 to 60 days. BOREER LRI AEST -
Ageing analysis of trade and bill payables by invoice date is as ENERMEBEREZZAEZRE DT
follows: MmN
2017 2016
—Z2—tF —E—RF
HK$’000 HK$'000
FE T TAT
0 to 60 days 0%260H 141,931 127,894
61 to 120 days 612120H 756 3,001
121 to 180 days 1212 180H 94 430
181 to 365 days 181£365H 204 724
Over 365 days 48365 H 619 532
143,604 132,581
The carrying amounts of trade and bill payables approximated ENEFLEEE /7 ERSEHENRN -
their fair values as at 31st March 2017. They were —+EFE=ZA=+—HZAABEHESE - &
denominated in the following currencies: AR R EEL T EEBTE -
2017 2016
—E—+t5F —E-RF
HK$’000 HK$’000
FET AT
RMB AR 118,169 66,303
HK$ BT 17,910 33,386
Us$ ETT 7,501 32,038
EURO BR 7T 24 854
143,604 132,581
30 Accrued liabilities and other payables 30 EFFEEREMENSIRRDR
2017 2016
—E—+tF ZE—RF
HK$’000 HK$’000
FET FAT
Agency fee payables ERREE 46,857 —
Accrual for employee benefit expenses R EERAIZ o 43,113 22,288
Accrual for operating expenses R &S 37,640 37,744
Provision for onerous contracts BERANEAE 14,000 12,000
Adjustment to consideration (Note 36) FERE (FI5E36) 13,055 -
Rental deposits received BEWREEEZS 9,766 13,854
Payables for property, plant and equipment JE 1% « &= K& & 708 3,609 8,010
Value-added tax payables JE 1< 1 (B FX 2,871 92
170,911 93,988
Less: Non-current W : FE BN EA (7,223) (10,755)
Current B EA 163,688 83,233
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MY R

30 Accrued liabilities and other payables
(Continued)

The carrying amounts of accrued liabilities and other payables
approximated their fair values as at 31st March 2017.

Accrued liabilities and other payables were denominated in the
following currencies:

30 FERTRME R H MR RXK (&)

Bt EREMENERRZRESRER
RZE—+tF=ZA=+—BZ2AREMEMRE

++

E o

et BB R EMENERRIAT I EEEE

2017 2016
—E—+tF ZTE—REF
HK$’000 HK$’000
FET FHT
HK$ BT 81,524 55,431
RMB AR 76,387 38,557
Us$ ETT 13,000 —
170,911 93,988
31 Borrowings 31 BE
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
THExT T T
Current Bl EA
— Trust receipts bank loans, unsecured — EREBERITE R - EEA 1,058,712 678,590
— Short-term bank loans (ii) — %5 HR SR 17 & 3K (i) 95,945 118,582
— Current portion of long-term bank loans, — ZRPEIEARHARITE K -
secured (i) B HE ) 58,489 54,789
1,213,146 851,961
Non-current JE BN EA
— Long-term bank loans, secured (i) — REJIRITE K+ () 509,190 1,140,423
Total borrowings BEEBE 1,722,336 1,992,384

Notes:

(i) As at 31st March 2017, the long-term bank loans were secured by
the pledge of the Group’s investment property of approximately
HK$1,222,682,000 (Note 15), bank deposits of approximately
HK$1,000,000 (Note 28) and corporate guarantee.

As at 31st March 2016, the long-term bank loans were secured by
the pledge of the Group’s investment property of approximately
HK$1,311,600,000 (Note 15), property, plant and equipment of
approximately HK$13,014,000 (Note 14), and land use rights of
approximately HK$34,817,000 (Note 16), bank deposits of approximately
HK$32,119,000 (Note 28) and corporate guarantee. The long-term bank
loans have no repayment on demand clause.

(ii) As at 31st March 2017, short-term bank loans were secured by the

pledge of the Group’s bank deposits of approximately HK$67,659,000
(2016: HK$26,157,000) (Note 28).
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e

(i) R=_T—tF=A=+—8 " RHELTEXRH
RNEECEEIR 2R E Y 491,222,682,0007%
7C (Bt 5£15) ~ 4R 17 77 3K 49 1,000,000 7 7t (B 7
28) RN AIEREE IR o

RZZT—R"E=ZA=+—B RHERTEKA
NEE BT 2% & ¥ % 491,311,600,0007%
TC(FFE15) ~ % - BE KRR #£913,014,000/%8
TC (P EE14) Kb {55 FA 4 49.34,817,0005% 7T (B
#£16) - R 1777 X 4932,119,00078 Jt (M} =£28) 1
IR ARER - RERITERIL M B BN

B R o

(ii) RZZE—tF=A=+—RH RHBTEKH
REBEEEA 2 $R1T1F R 4K67,659,00078 7T (=
T — N4 26,157,000/ 7T ) {E K 18 (Mt 5528) ©
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Borrowings (Continued)

The maturity of the Group’s borrowings in accordance with the

31

B8 (&)

AEEBEERERKBRZIHERM

repayment schedule: T
2017 2016
—B—tF  STAF
HK$’000 HK$'000
FE T FAT
Within one year 1F R 1,213,146 851,961
Between one and two years 1&224F 59,554 395,984
Between two and five years 2E54F 449,636 744,439
1,722,336 1,992,384

Borrowings were denominated in the following currencies: EEATYE®AE
2017 2016
—B-—tf —TAF
HK$°000 HK$’000
FET TAT
HK$ P TT 448,442 1,201,911
uss$ ETT 757,360 714,891
RMB AR 516,534 75,582
1,722,336 1,992,384

The effective interest rates of borrowings (per annum) at the
reporting dates are as follows:

ISRl

HEEZERNE ()T ¢

2017 2016
—ZE—+tHF —E—RF
RMB AR 6.3% 6.1%
HK$ & TT 4.2% 3.2%
US$ ETT 2.7% 2.7%
All the Group’s borrowings as at 31st March 2017 are on R-E—+EF=F=+—0H KX&EBZF
floating rate basis and the carrying amounts of the borrowings EEEHBEYHNERABELREEZERS
approximated their fair values. HEHEHEANDBEES °

The Group has the following floating rate undrawn borrowing
facilities:

2017 2016

—E—tF —E—RF

HK$’000 HK$'000

FET FAT

— expiring within one year — —F RN E|H 155,061 592,548
— expiring beyond one year — —F1& 5 58 1,016,020 1,051,188
1,171,081 1,643,736
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32

33

Hong Kong Shanghai Alliance Holdings Limited

Share capital

32 ®RAE

Authorised
(Ordinary shares of
HK$0.10 each)

Issued and fully paid
(Ordinary shares of
HK$0.10 each)

EE ERTRAR
(BRO10EBTZ2ERERKR) (BRO10BTZEER)
Number of Nominal Number of Nominal
shares value shares value
[igng 4= H{E R E A EH{E
'000 HK$’'000 '000 HK$’000
FH FBT TR AT
As at 31st March 2015 RZZ—AF
=A=+—H 1,000,000 100,000 632,273 63,227
Exercise of share options TR AR #E — - 8,363 837
As at 31st March 2016 RZE—RF
=A=t+—H 1,000,000 100,000 640,636 64,064
Exercise of share options 1710 BB A% — = 1,247 124
As at 31st March 2017 RZE—tF
=A=+—8 1,000,000 100,000 641,883 64,188
Share options 33 BERRE
The Group has a share option scheme under which it may AREBEZRE —EAEKRETS Bt E7]

grant options to any person being an employee, agent,
consultant or representative (including executive directors and
non-executive directors) of the Group to subscribe for shares
in the Company, subject to a maximum of 30% of the issued
share capital of the Company from time to time, excluding for
the shares issued on the exercise of options. The exercise
price will be determined by the Company’s board of directors
and must be at least the highest of (i) the closing price of
the Company’s shares quoted on The Stock Exchange of
Hong Kong Limited on the date of grant of the options, which
must be a business day (ii) the average closing prices of the
Company’s shares quoted on The Stock Exchange of Hong
Kong Limited for the five business days immediately preceding
the date of grant of the options, and (iii) the nominal value of
the Company’s shares of HK$0.10 each.

BARABESEZERERAR

BYFAEEZEMEES - REA - B
RE(BEATESRIENTES) BERE
NRERAARIZEMG  ExZRBARED
BB BITIRA 230% @ EfR B HERTTFE
EREMBITZRMD - (TEEBHBARDR
EFEETERRIMEUTIRSE BE
A RRBROAREHBEREBB(BAERE
XB)EERAHAERIMBRARFMHR 2
B : ()42 R BR 0 7 B2 5 3% BB AR 4
B AREXEBEERHAERIFER
DAk FHWTE : Kii)jK D R KRG
HEFR010E T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwRMEE

nv__]_\
Share options (Continued) 33 BERE(E)
Movements of share options for the year ended 31st March REE-_E—t+F=A=+—HLEEZ
2017 were as follows: BREES T
Adjusted
Exercise exercise As at As at
price per price per 1st April Cancelled/ 31st March
Date of grant Validity period share share (i) 2016 Granted lapsed Exercised 2017
SREER R-Z-5% RZE-t%
BTRE BXE BRAEE i@  WmA-H BY  2#/X% B =A=t-H
HKS HKS '000 '000 '000 '000 '000
BT BT T T T T T
20th January 2015 20th January 2015 to
19th January 2025 0.928 0.928 10,800 - - - 10,800
“5-1f-A-tR ZE-R§f-A-THZ
ZEZRE-ATNA
27th November 2013 27th November 2013 to
26th November 2023 1.300 1.043 9,474 - - - 9,474
5= ZB-ZET-A-TtHE
+—A=t+H ZEC=Ff-AZTiAH
16th November 2012 16th November 2012 to
15th November 2022 0.670 0.537 8,078 - - - 8,078
—T-C “5-—Ft-fA+trBE
+—A+iH “F--F+-A+hH
Tth September 2012 Tth September 2012 to
6th September 2022 0.490 0.393 1 - (1) - -
“2-ZENALA “2-ZENAtAE
:?::EHHAH
18th October 2009 18th October 2009 to
12th October 2019 0.504 0.404 12,206 - - - 12,206
SEEAETATIA CTEASTATEAZ
ZE-NETATZH
18th September 2009 18th September 2009 to
17th September 2019 0.586 0.470 987 - - - 987
“EENEARATAR  ZEEAEAAT\BZE
ZE-NERATEA
19th June 2008 19th June 2008 to
18th June 2018 0.780 0.626 2,494 - - (1,247) 1,247
“ZF2\E~ AT A “EE\EXATNAE
“E-N\ERATNA
13th September 2006 13th September 2006 to
12th September 2016 0.900 0.722 2,244 - (2,244) - -
ZEERENATER _Yquﬁnﬂ+ HZ
— 7 /\Ej‘l.z H + El
46,234 = (2,245) (1,247) 42,749

Annual Report 2016/17 3§

163



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RS ERAR MY R

33 Share options (Continued) 33 BEREGE)
Movements of share options for the year ended 31st March REZ-_ZE—R"F=A=+—"HBLEFEZ
2016 were as follows: BREZFHNAT
Adjusted
Exercise exercise As at As at
price per price per 1st April Cancelled/ 31st March
Date of grant Validity period share share (i) 2015 Granted lapsed Exercised 2016
EFEH fREER R-2-I1f% RZE-R%
BXE BRAEE EElH MmA-H BY  2#/X% 8% =A=t-H
HKS HKS ‘000 '000 '000 '000 '000
BT BT T Th Th Tk Th
20th January 2015 20th January 2015 to
19th January 2025 0.928 0.928 11,400 - (600) - 10,800
Z2-1f-A-tR ZE-Rf-H-THEZ
“E-RE-ATAR
17th December 2013 17th December 2013 to
16th December 2023 1.300 1.043 374 - (374) - -
2= “2-=£+-RTtHE
+-A++tH :2:7¢ﬂ'_ﬂﬂ'/\ﬁ
27th November 2013 27th November 2013 to
26th November 2023 1.300 1.043 9,848 - (374) - 9,474
-F-= “E-=F+-fZttHE
+-A=+tH :T:‘Er RA=t7H
16th November 2012 16th November 2012 to
5th November 2022 0.670 0.537 8,078 - - - 8,078
—F-- “E-—#+-R+RHE
- ﬂ+aﬁ :?::¢+ AThH
Tth September 2012 7th September 2012 to
6th September 2022 0.490 0.393 1 - - - 1
“2-ZENALA “2-ZENAtAE
:2::EHHAE
13th October 2009 18th October 2009 to
12th October 2019 0.504 0.404 20,569 - - (8,363) 12,206
SERAETATER  CERAETATAE
“E-nE+TATZA
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33 Share options (Continued) 33 BERE(E)
Adjusted
Exercise exercise As at As at
price per price per 1st April Cancelled/ 31st March
Date of grant Validity period share share (i) 2015 Granted lapsed Exercised 2016
BTRE fREGR W-2-1f RZB-5%
BXA SRAEE fTiE®0) DmA-A BY E¥/X% 8% =ZA=t-H
HKS HKS '000 '000 '000 '000 '000
BT BT Th T Th T T
18th September 2009 18th September 2009 to
17th September 2019 0.586 0.470 937 - - - 937
ZEEAEAATNR ZEEAEAATN\RE
ZE-NEAATEA
19th June 2008 19th June 2008 to
18th June 2018 0.780 0.626 2,494 - - - 2,494
“FE\ESATAE  —EENEXRATAREZ
ZE-NEXATNA
13th September 2006 13th September 2006 to
12th September 2016 0.900 0.722 2,244 - - - 2,244
ZEENFNATZA ZEERENATZAZ
“F-~ENATZH
55,945 - (1,348) (8,363) 46,234
Note: B 5

(i) The exercise prices and number of shares granted prior to 17th
December 2014 under the share options scheme were adjusted for the
open offer.

Options exercised in the year resulted in approximately
1,247,000 shares (2016: 8,363,000 shares) being issued, at
weighted average exercise price of HK$0.63 (2016: HK$0.40)
per ordinary share with total proceeds of approximately
HK$780,000 (2016: HK$3,379,000). The related weighted
average price at the time of exercise was HK$0.82 (2016:
HK$0.98) per ordinary share.

() REBREFER-_Z-—NF+_A+EABH
ZITEERROEZBROBEERARBESHEL

REETHEBEREZSNIRNETLEHES
% & @ A% 0.638 L (=T — /N F : 0408
TC) B 1T 491,247,000 & 3 (=& — /N F
8,363,000 i i 19) - TS K IBH B X B
780,000 7 jt (= & — /X 4 : 3,379,000 /&
JC) TR BERERNZBEBEMNEFEHARES
FREBROS2EIL(ZZE—/NF 10988
JL) °
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RE IR RRM T
34 Reserves

Share Capital

34 #E

Cumulative
foreign
Available- currency

Share option redemption  Statutory Capital Other for-sale translation Retained
premium reserve  reserve (i) reserves (i) reserve reserve reserve reserve earnings Total
N (o] Rt e
RAEE BRERE wEG) EEREN EARE  HtREE THLERE EREE  REEM ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn FAL FET TEn T FAL TET Ti#n T TAL
At 1st April 2015 R-_ZE-R%NmA—-A 422,481 5,935 79,684 12,725 58,355 = 97 16,989 411,688 1,007,954
Profit for the year FRER - - - - - - - - 70,105 70,105
Currency translation ERERER
differences - - - - - - - (43,438) - (43,438)
Change in fair value of HHEZHBEEY
avallable-for-sale financial AREEE
asset (Note 23) (Miz£23) - = = = = = (99) = = (99)
Appropriation of statutory  1REATHE
reserves - - - (81) - - - - 81 -
Exercise of share options BB RE 3,216 (674) - - - - - - - 2,542
Lapse of share options Rz g = (141) - - - - - - 141 =
Share-based payment IR AR 2 24 - 1,859 - - - = - - - 1,859
Dividends paid to owners of 2R AAFAEEAZRE
the Company - - - - - - - - (43,563) (43,563)
At 31st March 2016 WZE-A"E=ZA=+—H 425697 6,979 79,684 12,644 58,355 - 2 (26,449) 438,452 995,360
At 1st April 2016 R=Z-~E¥MA—-H 425,697 6,979 79,684 12,644 58,355 - 2 (26,449) 438,452 995,360
Profit for the year FERF - - - - - - - - 101,776 101,776
Currency translation SHERZR
differences - - - - - - - (109,868) - (109,368)
Realisation of translation HEMBARARL
reserve upon disposal of ELGEER
subsidiaries (Note 36) (Ft3£36) - - - - - - - 87,383 - 87,383
Change in fair value of AR HEZHBEEL
available-for-sale financial MMEEEE
asset (Note 23) (Wi3E23) - - - - - - 19 - - 19
Appropriation of statutory 1B EEF A
reserves - - - 160 - - - - (160) -
Exercise of share options TEERE 979 (323) - - - - - - - 656
Lapse of share options Kz R E - (345) - - - - - - 345 -
Share-based payment PR BER 2 S F - 1,060 - - - - - - - 1,060
Change in ownership interest it B A Rl EAEERS
in a subsidiary without mErHEEE
change of control (Note 37)  (Fff37) - - - - - (10,137) - - - (10,137)
Dividends paid to owners of ENARAEFAZEE
the Company - - - - - - - - (20,926) (20,926)
At 31st March 2017 WZZ—tE=A=t—H 426676 7,311 79,684 12,804 58,355 (10,137) 17 (48,934) 519,487 1,045,323
Notes: BisE
[0) Statutory reserves represent enterprise expansion reserve fund and (i) EERBENBRFBERNME THEB AR RS20

general reserve fund set up by certain subsidiaries in Mainland China. As
stipulated by regulations in Mainland China, the subsidiaries established
and operated in Mainland China are required to appropriate a portion of
their after-tax profit (after offsetting prior year losses) to the enterprise
expansion reserve fund and general reserve fund, at rates determined
by their respective boards of directors. The general reserve fund may be
used for making up losses and increasing capital, while the enterprise
expansion reserve fund may be used for increasing capital.

(i) The capital redemption reserve has been established upon repurchase of
shares.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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35 Consolidated statement of cash flows 35 SKEREMER
(@) Reconciliation of profit before income tax to net cash @ BHAEMNEKLL (A, EEZE
(used in)/generated from operations is as follows: DFRBEERAT ¢
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FTHET FAT
Profit before income tax % B B A 247,117 146,269
Share of results of associates — net JEEBE N Z¥E — 38 - 7,364
Share of results of joint ventures — net EBEEERARIZESLE — 38 36,511 (4,437)
Interest income A B U A (1,964) (2,065)
Interest expenses MEZH 119,085 65,404
Depreciation of property, ME BERXEZTE
plant and equipment 42,199 18,873
(Gain)/loss on disposals of property, HEME - |E R&H
plant and equipment 2 (Wz) /BB (531) 1,809
Unrealised exchange loss RETER BB 34,257 29,728
Gain on disposal of subsidiaries HENB AR 2 s (229,023) -
Impairment of goodwill and BERENEERE
intangibles assets 14,284 —
Amortisation of land use rights —+ 3 {55 PR 2 B g 1,522 1,607
Amortisation of intangible assets | E 2B 961 1,430
Fair value gain on investment property REYEZ AR BERE (271,985) (199,514)
Provision for impairment of R Z RERE — F58
trade receivables — net 4,966 7,529
Provision for impairment of FERERE — 38
inventories — net (987) 3,897
Unrealised fair value gain on BAREEF ABR
financial assets at fair value ZHBEEZAER
through profit or loss RNAEBEYKE - (2,578)
Realised gain on financial assets BAREBEFTAER
at fair value through profit or loss ZHEBREZEEWR 103 (841)
Share-based payment AR BERE 2 S+ 1,060 1,859
Provision for onerous contracts BERYzBE 2,000 12,000
Operating (loss)/profit before LEESBEA
working capital changes 2 (BIR) /R A (425) 88,334
— Inventories —=FE (219,069) 140,485
— Trade and bill receivables — BUEERREER (38,282) 84,106
— Prepayments, deposits and — ENRIE - e REMBBERR
other receivables (68,052) (61,002)
— Amounts due from joint ventures L /NG E O 35,891 (11,125)
— Trade and bill payables — ENRREER 13,654 (27,032)
— Receipts in advance — BUGRIA (6,731) 8,702
— Accrued liabilities and other payables — — JEit & & R H b EMRZR 28,704 33,891
Net cash (used in)/generated from mE (A EEZEE 5
operations (254,310) 256,359

Annual Report 2016/17 3§



168

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RS ERAR MY R

35 Consolidated statement of cash flows 35 LKEHRERER(E)
(Continued)
(b) In the consolidated statement of cash flows, proceeds ) REEREREXRT  HEVE K
from disposals of property, plant and equipment EREEBEZERESE
comprise:
2017 2016
—E—+tF AN
HK$’000 HK$’000
FExT FAT
Net book amount (Note 14) BRMEFE8 (fYsE14) 6,659 2,407
Gain/(loss) on disposals of property, HE&EWE W HENEE
plant and equipment (Note 7) 2 Wz (EE) (MtsE7) 531 (1,809)
Sales proceeds of disposals of HEWE BEMXBEIE
property, plant and equipment Ziﬁﬁﬁﬁ@ﬂ( 7,190 598
Less: Receivable from disposals of B HEWE - RE MRE
property, plant and equipment 2 e FRIE (5,187) —
Proceeds received from disposals of HEWE - ME NK&E
property, plant and equipment Z P18 538 2,003 598
Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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36 Disposal of subsidiaries

On 31st March 2017, the Group has completed the disposal
of 100% equity interest in Eastlink International Investment
Inc. and its subsidiary (the “Eastlink Group”) to Lumion (B.V.l.)
Limited, an independent third party, at a net consideration
of approximately HK$712,215,000, before the subsequent
adjustment based on the net assets value of the Eastlink
Group as at the date of completion of the disposal. Eastlink
Group is principally engaged in the property investment. Upon
the completion of the disposal, the Group lost its control over
Eastlink Group.

An analysis on gain on disposal of subsidiaries is as follows:

36 HEMBELQF

R-_ZE—+E=F=+—H AEBE R
B rAlLumion (B.V.1.) Limited (— & %8 32 & =
F)HERBBEREEGR AR K EH B
AEl([RBEBE] 22 BRE  EEN T
EXZKBERBEEBREEFECERERARE
Al Z FRAB 4 A712,215,0007 7T - R &
BFXFrEREVERE - THEHER K&
BAEEEERBEBRNER -

BREEMNBRAR ZWEATIT

HK$°000
THER
Consideration satisfied by: REZRATHFRZA :
— Net cash consideration — REFERE 712,215
— Adjustment to consideration (Note (i) — FBENRAE (M Ea) (13,055)
— Direct expenses — HEERX (54,031)
Net consideration REFE 645,129
Less: Net assets disposed of: B BEHEEFE:
— Building and equipment — EFEEE 12,185
— Land use rights — LT R 31,412
— Investment property — REWEHE 1,239,814
— Goodwill and intangible assets — EEREREE 60,400
— Deferred income tax assets — BEFSREE 67
— Prepayments, deposits and other receivables — B - RE R E AWK 25,404
— Cash and cash equivalents — HekReZEE 4,964
— Accrued liabilities and other payables — Bt ABEREMENKE (21,973)
— Borrowings — & (834,376)
— Deferred income tax liabilities — BLEMSHBE (186,364)
— Income tax payable — EHFEH (2,810)
Realisation of currency translation reserve HERBAREZ
upon disposal of subsidiaries E N B # S 87,383
416,106
Gain on disposal of subsidiaries, pre-tax HEMB ARz Was - Bl 229,023
Less: Withholding tax payable upon disposal of subsidiaries & : & M B 2 712 FE 1~ 2 T8 Fi (64,342)
Gain on disposal of subsidiaries, net of tax HEWB AR Wz @ Bk 164,681
An analysis on net cash flows arising from the disposal: AHEEERRESRFESTAT
Net cash consideration ReFENRE 712,215
Less: Direct expenses paid B BNEERAX (2,741)
Less: Cash and cash equivalents disposed B EBEEREERRESEFE (4,964)
Net proceeds received from disposal of subsidiaries B E M B A B FT S R IEFE 704,510

Note:

(i) The adjustment was based on the net assets value of the Eastlink Group
as at the date of completion of the disposal.

MsE

() HEENRBEBEEHETKAZEEFEM

fEt -
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37 Transactions with non-controlling interests

Disposal of interest in a subsidiary without loss of
control

On 16th February 2017, Shanghai Bao Shun Chang
International Trading Co., Ltd.* (“Shanghai Bao Shun Chang”),
a wholly-owned subsidiary of the Company entered into
agreements, pursuant to which Shanghai Bao Shun Chang
granted the shares to certain employees (the “Employees”)
equivalent to 19.1% of the paid up capital. The Employees
shall be under full time employment of Shanghai Bao Shun
Chang for at least 3 years. Accordingly, the share based
payment expenses shall be recognised over the vesting period
of 3 years.

The transaction was completed on 10th March 2017 upon the
receipt of approximately HK$11,833,000 from the Employees
and the Company disposed of 19.1% equity interest in
Shanghai Bao Shun Chang.

37 HEFEHMUERETHNRS

HEMBLREEM AR EEHE

RZZFE—+tF=A+~H ' LBEIEEH
RESERAATLEAEEIEE] (KA A
ZEEWBARDGI L HE KAETEES
(|—1EEEJ)?Q&$HMEAEHH§$19T%ZHQ
- ZEREEAZBIXENLEBEIES
DZF o Ak URRD AER ZSEHE‘?EJEZ
EIR=FHEBENER -

U B & B #4911,833,000/8 7018 * NRRKZ 5
ER-_ZE—+tFE=AF+HEK  AQalH
ELBEIEE191%AKE -

The effect of changes in the ownership interest of Shanghai LEBEIRERERERZETNAFELHAR
Bao Shun Chang on the equity attributable to owners of the NAHE ARG 2 ZERMRAT ¢
Company during the year is summaries as follows:
2017
—E—tF
HK$’000
FHET
Carrying amount of non-controlling interest el ER NN E BB ZREmE
as at the date of disposal 21,970
Consideration received from non-controlling interest B IR E (11,833)
10,137

During the year ended 31st March 2017, employee share
based payment expenses of HK$124,000 was recognised in
the consolidated income statement.

*  For identification only

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38 Commitments

(@) Commitments under operating leases

0]

(ii)

38 &iE

e RS ERAR MR

() EEBYEE

Lessor (i) HHEA
The Group leases an investment property under AEERBEDARE 2 %M
non-cancellable operating lease agreements. The HEA—EEEDE - BEN
lease terms are between 1 and 3 years, and the FA1E3F mMBLAIEHHE
lease agreements are renewable at the end of the mEAMISHEESR -
lease period at market rate.
Total commitments receivable under various MEHAMEMETILZZ MDA
non-cancellable operating lease agreements in BEEERD 2 BRI AIE B
respect of rented premises are analysed as follows: DHTIAT -
2017 2016
—E—+t5F —ZE-RF
HK$°000 HK$’000
FET TAT
Not later than one year R0l E 25,603 55,381
Later than one year and not #11F R ARBSF
later than five years 40,299 67,696
Later than five years A5 - 15,727
65,902 138,804
Lessee (i) AHEA

The Group leases various retail outlets, offices,
warehouses and site under non-cancellable
operating lease agreements. The lease terms
are between 1 and 5 years, and majority of lease
agreements are renewable at the end of the lease
period at market rate.

Total commitments payable under various
non-cancellable operating lease agreements in
respect of rented premises are analysed as follows:

AEBREAATBEZERH
HMAEABZEZTERHE HAE -
SR KR - HEN F1E65F -
oA & 0 A #) 7T £ 12 2 JE W 1R
TS HEEBR -

SAMRYMEME L2 &M TA
ML EHO BN AERRE
DITWT

2017 2016

—E—tF —E-RF

HK$’000 HK$’000

FExT TAT

Not later than one year RE1E 31,308 50,119
Later than one year and not #11F R ARB5F

later than five years 65,005 86,407

Later than five years $B154F - 8,041

96,313 144,567
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38 Commitments (Continued) 38 AE(HE)
(b) Capital commitments (b) EAREE
Capital commitments at the end of the reporting period RBEHRZERNEAEWDT -

are as follows:

2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FE T T
Contracted but not provided for: BRI A8 & R # 4
Purchase of an investment property HE —BEEME - 721,571
Renovation work for an investment —IHIEEMEZEEITIE
property 13,395 5,082
Leasehold improvement MEYEEE 458 _
13,853 726,653
Authorised but not contracted for: BEREBEIN RFTH
Capital injection to a joint venture ERFET —HEEERTA - 15,508
- 15,508
(c) Commitments under derivative contracts (c) TTEBHNKIE
As at 31st March 2017, the Group has no commitment R-ZE—+HF=H=+—H K&
under derivative contracts. EOTH B A IE -
As at 31st March 2016, the total notional principal R-ZE—RE=ZA=1+—H ' HE8H
amount of the outstanding iron ore future contracts was BAHEANZHREEARASBELY A
approximately HK$1,720,000. 1,720,000/ 7T, °
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39 Related party transactions

(@) Transactions

BB HwRMEE

nv__]_\
39 EHEBIZXRS
(@ X3

RASELEXRBEETETIEKR

The following is a summary of significant related party

transactions, which were carried out in the normal AEATRSBMENT -
course of the Group’s business:
2017 2016
—E—+tfF ZE-RF
Note HK$’000 HK$’000
Bt 5 FHExT FATT
Management fee income from RIERE T4 & QA
services provided to joint ventures ZEBBWA (i) 40,112 27,816
Sales of goods to HEE M
— joint ventures — 5% ’A Al (ii) 47,575 6,572
— an associate — — [ QA (iii) 36,252 46,724
83,827 53,296
Purchase of goods from H—HEeEE FBEER
a joint venture (iv) 41,994 55
Disposal of machinery and m—EAEZEARHE
equipment to a joint venture W3S N A (v) 4,509 —
Sundry income received from i RN N
a joint venture ZFEE WA (vi) - 15
Commission paid to a joint venture 2 ft& LA FHE (vii) 53,502 —
Interest income from a joint venture #—R& & Qa2 FEUWA  (vii) 249 =
Notes: B E -
(i) For the year ended 31st March 2017, management services [0) ﬁii Z—+tFEF=A=+—HItEE

were provided by _F & ¥ i = 1 E 42 42 A R /A &) and VSC Steel
Processing Holdings Limited respectively to joint ventures at
prices mutually agreed by both parties.

(i) Goods were sold by VSC Steel Company Limited to a joint
venture at prices mutually agreed by both parties.

(iii) Goods were sold by Shanghai Bao Shun Chang International
Trading Co., Ltd*. to an associate at prices mutually agreed by
both parties.

(iv) For the year ended 31st March 2017, VSC Steel Company
Limited and He Tai Steel Co., Limited purchased goods from a
joint venture at prices mutually agreed by both parties.

(v) VSC Steel Processing Holdings Company Limited and VSC Steel
Company Limited sold their machinery and equipment to a joint
venture at prices mutually agreed by the relevant parties, resulting
in no gain or loss.

(vi) For the year ended 31st March 2016, sundry income was
received by He Tai Steel Co., Limited for providing labour services
to a joint venture at prices mutually agreed by both parties.

*

For identification only

%mi@ﬁm%%%mﬂﬁﬁﬂT&

F%JHEE' i 44 00 TR A R A AR
ERRZE I@ﬁ&ﬁ?ﬁgﬁﬁmz{ﬁww

B

(i HEESHEAERARHET M &
REZERRETTIHE < ERWRR -

(ii) HEEEIEERBRESBRARBEE T
—HBERRIZERKRE T HEZER
UG ER ©

vy BEZZE—tF=A=1+—HLFE"

BESEMBAERIALMNFHIFRER
AR -—HaLRRABEEERKRET BE

Z BB -

v) SBESERM M TERERATAREIES
fﬂﬁ&ﬁﬁﬁ@ AHET HAERA 2K
RIBLER D HEZ BB KRIE L

ﬂ?i%m°

V) BB

—E-RNF=ZA=Z+HLEE"

MRMHFFERAB W —MEEQAREMH
8 T IR AT B 2 2 IR AR & 75 15 %8

Z BB -
* EHRES
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39 Related party transactions (Continued)

39 BREBMAELtZRS (&)

(a) Transactions (Continued) (@ XRZ (&)
Notes: (Continued) ek : (58)
(vii)  For the year ended 31st March 2017, a commission fee was paid vi) BHEZZE—tF=A=+—HBIEFE"
by VSC China Property Limited to a joint venture for providing VSC China Property Limitedz & — i & &
referral service at prices mutually agreed by both parties. RAAEREBZARBEHASBIZE S H
TEZ BIEUCER °
(vii)  For the year ended 31st March 2017, interest income was (viiy HEZZE—tF=A=+—HLEFE"
received by VSC Steel Processing Limited for providing a joint BIESHMMTERRARNRAEFRHE
venture with a shareholder’s loan during the year and the interest F—HEAEL A ATRREF 2B KRR
rate was determined at HIBOR +2.75% per annum. F K ZHIBORMN2.75% & F Y EY ©
(b) Key management compensation (b) EEEEE RN
2017 2016
—®—tF —B-AF
HK$’000 HK$’000
FET FATT
Salaries and allowances T Mok 15,194 14,421
Bonus TEAL 21,775 7,585
Pension costs BIRE A
— defined contribution schemes — AEEFEE 367 367
Share-based payment VARR 19 B EL 0 2 24+ 795 1,617
38,131 23,990
(c) Corporate guarantee (c) 2EER

The Company provides corporate guarantee of
HK$4,891,000 to TVSC, for bank facilities amounting
to HK$9,197,000, which was fully utilised by the joint
venture. The directors of the Company are of the opinion
that it is not probable that the above guarantee will be
called upon.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

AN 75L& %8 459,197,000 7T 2 R 1T
B & [ A & A RITVSCHE £ 4,891,000
BITHWARER BHEBRTHESE
ZEELNRBHEHA - ARREER
A ERERT AR EG M ERKETT °
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40 Statement of financial position and reserve 40 AR BRARRFEED
movement of the Company
(a) Statement of financial position of the (a) ADFBMEMRRE
Company
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FET FHT
Non-current assets FERBEE
Investments in subsidiaries RBRARIZIEE 638,611 661,059
Current assets RENEE
Prepayments, deposits and other BRAFIE - RE R
receivables H i & Y BR X 63 4
Cash and cash equivalents RekReZEE 2,044 1,370
2,107 1,374
Total assets HmEE 640,718 662,433
Equity =
Capital and reserves attributable to 7z F#EH A
owners of the Company FE AL BRAS 2 5% 1
Share capital B& X 64,188 64,064
Reserves % 575,166 596,276
Total equity Eanpgss 639,354 660,340
Liabilities a8&
Current liabilities REEE
Accrued liabilities and other payables st BfERHEMmEMEX 1,364 2,093
Total equity and liabilities ke EHAE 640,718 662,433
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40 Statement of financial position and reserve
movement of the Company (Continued)

(b) Reserve movement of the Company

40 FARAMBRRARRFEHEED (E)

(b) XATFHEED

Share Capital
Share option  redemption  Contributed Retained

premium reserve reserve (ii) surplus (i) earnings Total

BRoEE  BRERE EXREFHEH BABE() RERR fg

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

TEL TEL TAL TEL TAT TEL
At 1st April 2015 RZZ-T1%F

mA—H 422,481 5,935 79,684 53,986 21,136 583,222

Profit for the year FERT - - = = 52,216 52,216

Exercise of share options 771 B it 12 3,216 (674) - - - 2,542

Lapse of share options k2 BB AR 2 = (141) - - 14 —
Share-based payment IR BER

P - 1,859 - = - 1,859

Dividends paid BEFRE = = = = (43,563) (43,563)
At 31st March 2016 RZE—REF

ZR=1+-H 425,697 6,979 79,684 53,986 29,930 596,276

Loss for the year FEER - - - - (1,776) (1,776)

Exercise of share options /7B I 1E 979 (323) - - - 656

Lapse of share options k2 BB I f& - (345) - - 345 -
Share-based payment AR AER

2% - 936 - - - 936

Dividends paid BKRE - - - - (20,926) (20,926)
At 31st March 2017 RZB—t%

=A=1-H 426,676 1,247 79,684 53,986 1,573 575,166

Notes: B sE -

(i)

The contributed surplus of the Company represents the difference
between the aggregate of the nominal values of the shares of the
subsidiaries acquired at the date of acquisition, over the nominal
value of the shares of the Company issued in exchange thereof.

In addition to the retained profits, under the Companies Act
1981 of Bermuda (as amended), contributed surplus is also
available for distribution to shareholders. However, the Company
cannot declare or pay a dividend, or make a distribution out
of contributed surplus if () the Company is, or would after the
payment be, unable to pay its liabilities as they become due; or
(ii) the realisable value of the Company’s assets would thereby be
less than the aggregate of its liabilities and its issued share capital
and share premium account.

The capital redemption reserve has been established upon
repurchase of shares.

Hong Kong Shanghai Alliance Holdings Limited JEBBSERAR AT

RRBHABBIENWE B KB E
R A Z B ) E (B AR R AN R B F 1L AT
DHERZ R EEMER 2 Z8 °

BREEMNN  REABREE-—AN—F
RAVE(EIER])  BABBKRITA DK T
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