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BOARD OF DIRECTORS

Executive Directors

Mr. Lai Guanglin (Chairman)
Mr. Yu Ben Ansheng (Chief Executive Officer)
Mr. Lai Fulin

Non-executive Director

Mr. U Kean Seng

Independent Non-executive Directors

Mr. Wong Yee Shuen, Wilson
Mr. Chen Wei Wen
Ms. Yang Li
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Mr. U Kean Seng
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REMUNERATION COMMITTEE
Ms. Yang Li (Chairman)

Mr. Lai Guanglin
Mr. Chen Wei Wen

NOMINATION COMMITTEE
Mr. Lai Guanglin (Chairman)

Mr. Chen Wei Wen
Ms. Yang Li

COMPANY SECRETARY
Mr. Cheng Siu Kwan

INDEPENDENT AUDITOR

PricewaterhouseCoopers
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PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Appleby Management (Bermuda) Ltd
Canon’s Court

22 Victoria Street

Hamilton HM 12

Bermuda

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Industrial and Commercial Bank of China (Asia) Limited
Shanghai Commercial Bank Limited
Citibank, N.A., Hong Kong Branch
DBS Bank (Hong Kong) Limited
The Hongkong and Shanghai Banking
Corporation Limited
Bank of SinoPac, Hong Kong Branch
East West Bank, Hong Kong Branch

REGISTERED OFFICE

Canon’s Court
22 Victoria Street
Hamilton HM 12
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

12th Floor, Phase |, Austin Tower
22-26A Austin Avenue

Tsim Sha Tsui, Kowloon

Hong Kong

Tel: (852) 2728 7237

Fax: (852) 2387 2999
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OTHER PLACES OF BUSINESS
HONG KONG AND MACAU

Retail shops

G/F, 720 Shanghai Street
Mongkok, Kowloon
Hong Kong

Tel: (852) 2395 0181
Fax: (852) 2787 3421

G/F, Tak Fam Building

No. 18 Tak Wah Street
Tsuen Wan, New Territories
Hong Kong

Tel: (852) 2473 3660

Fax: (852) 2442 2766

G/F, 102 Thomson Road
Wanchai, Hong Kong
Tel: (852) 2866 6001
Fax: (852) 2866 6339

Rua Da Ribeira Do Patane No. 13, Macau
Tel: (853) 2855 3693
Fax: (853) 2895 1020

Warehouse

Sections M and N of Lot 3719 in DD104
Yuen Long, New Territories

Hong Kong

Tel: (852) 2471 9048

Fax: (852) 2482 1298

WEBSITE

http://www.chinapipegroup.com
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| am pleased to present to our shareholders the annual
report of China Pipe Group Limited (the “Company”)
and its subsidiaries (collectively the “Group”) for the
year ended 31st December 2014.

FINANCIAL RESULTS

The Group recorded a revenue of approximately
HK$553.8 million for the year ended 31st December
2014 as compared to approximately HK$504.1 million
last year, representing an increase of approximately
9.9%. The gross profit margin was approximately
24.9% for the year ended 31st December 2014 (2013:
23.7%). The profit attributable to equity shareholders
was approximately HK$21.7 million for the year under
review, representing an increase of approximately
29.9% over the previous year of approximately
HK$16.7 million.
HKO.163 cent.

Basic earnings per share was

FINAL DIVIDEND

The Board of Directors of the Company does not
recommend the payment of a final dividend for the year
ended 31st December 2014 (2013: Nil).

BUSINESS REVIEW

Pipes and fittings sales continued with modest growth
during the year under review, rising 9.9%. The increase
in revenue of the Group was mainly driven by the
robust construction industry. The continued increase
in major infrastructure and construction projects in
Hong Kong and Macau led to a general increase in the
demand for construction materials. These stemmed
from MTRC Express Rail Link projects in Hong Kong
and the casinos expansion and resort hotel projects
in Macau. We were also pleased to be the pipes and
fittings supplier to the notable customers and a number
of prestigious projects including MTRC Shatin Central
Link, Galaxy, Venetian and Wynn Resort. In order to
maintain sustainable growth, the Group will continue to
maintain close and stable relationships with renowned
customers and manufacturers.
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Chairman’s Statement
FREHE

In order to entrench our market position in building
materials, pipes and fittings in Hong Kong and Macau,
the Group will leverage our market knowledge, wide
customer base and distribution channels of Bun Kee
(International) Limited, a subsidiary of the Company.
Our three retail shops located in Hong Kong Island,
Kowloon and New Territories covering three regional
clusters and one retail shop located in Macau, help to
bolster our footprint in Hong Kong and Macau. During
the year under review, a shop in Hong Kong was
relocated with new lease. Although the rental of the
shop was increased after the relocation, it continued to
contribute significantly to the revenue and profit of the
Group. The shops are crucial towards capturing more
potential customers in Hong Kong and Macau. With
keen competitive pressure and rising costs of rental
and staff, we will continue to stay vigilant and work
hard towards managing the rising cost.

FUTURE PROSPECTS

Moving forward to 2015, with the gradual increase
of construction projects both in Hong Kong and
Macau, the Group is optimistic about the business
opportunities ahead. With a sound financial base
and a strong management team, the Group is well
positioned to capture these opportunities. We will
continue to maintain our commitment in ensuring high
quality products and best services as always to our
customers.

Since the Government of Hong Kong SAR has
announced the increase in supplying of public housing
units, the Group may benefit from this strong demand.
The Group is cautiously optimistic of the growth in the
coming year. The Group will also accelerate our efforts
to identify growth opportunities in the coming year.

China Pipe Group Limited HEIEX££EERAR

RTEERMEM  WREMEGEREEBMRFT
SBEHAL - AN A FE D FI A B AR B EO BB A R
i (B BRARFEEHMENRA - BzNEFE
MOHRE - HPIN=RTEEBIRILNEES -
NERFHA BEZARSRE  EF -HTEEM
PORFT - B AR 3 P BB FDRFTE M B 2 B o
REEFE  HAUREEN —BTEEHDREM
EFFTHEAD - #ARTEEHNHESNREBER
BIRIE - BEERTEXBUAKENBAMMBEIDE
BENER - RPN TEERBENRMEREZ K
BEEPEEEEN R HEHHBRNHES HEK
BTRALFNESN  HMSFRISER L5 NES
PR _EFTEVFEIRE o

RIRAR
RE-Z—AF  BHEEFESORLAATEEN

RPN R BRI R - AN B R R A E TS P FF LR
S - REBROMBBEMEENERENK A%
BB M T HRFEE IR RS - B — 1Rt
THREAZNATPIRESRENE NS ENRE
HEh o

HREBRITRERFE AT BSBMAKEE
MR AEEBXENEENRYTR - AEEY
ARFENRBRZWERLEBOEE - RAERFH
LR EERNEE o



APPRECIATION

| would like to take this opportunity to express my
sincere gratitude to our shareholders, customers,
suppliers and banks for their continuous support. |
would also like to thank our Directors, management
team and employees for their valuable contributions
and dedication to the Group over the years. Your
dedicated support is the driving force behind our
achievements.

Lai Guanglin
Chairman
Hong Kong, 23rd March 2015
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Mission and Strategy
{55 op B¢ 3% 0§

The business of the Group was commenced in 1949
as a pipe’s retail shop. Now the Group has developed
into a sizeable company and become a listed company
in the main board of The Stock Exchange of Hong
Kong Limited on 21st December 2000. We root in
Hong Kong over 65 years and are the mainstay of the
industry.

The principal business of the Group is the importing
and selling of a comprehensive range of pipes, fittings
and other related accessories of different materials,
applications and brandnames in Hong Kong by Bun
Kee (International) Limited (“Bun Kee”). Sales of the
Group’s products are conducted either by wholesale
or retail sale. We offered quality goods storage
and logistic services for local main contractors and
landlords. Throughout the vyears, the Group has
supplied quality piping materials to many landmark
projects in Hong Kong, Macau and Mainland China.

The mission of the Group is to provide high quality
products to the customers and serve with value-added
and excellent customer services.

In attaining the above, we provide “one-stop-shop”
platform that provides high quality and a variety of
pipes and fittings that readily available to our customers
in ways that meet their needs and exceed their
expectations.

Whenever you think pipes and fittings, think Bun Kee.
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Management Discussion and Analysis

BUSINESS OVERVIEW AND FINANCIAL
PERFORMANCE

In 2014, the Group achieved steady growth, with our
proactive management team and contribution of our
staff.

Our flagship company, Bun Kee (International) Limited
“Bun Kee”, has been operating for over 65 years. It
is a long-established and well known brand in the
market. It was acknowledged and well received by our
customers. Nowadays, we have become a leading
supplier of pipes and fittings in Hong Kong and Macau.
However, there is no room to be complacent. Lifting
our ability to providing high quality pipes and fittings
and services continues to be our goal.

For the year ended 31st December 2014, the
Group recorded a 29.9% year-on-year rise on profit
attributable to shareholders to HK$21.7 million which
was achieved on the back of a revenue of HK$553.8
million. The main drivers of revenue increase of 9.9%
were largely to contribution from the sales to Macau
and the thriving construction projects in Hong Kong.

Selling and distribution costs incurred an increase of
approximately 27.5% from HK$14.9 million in 2013 to
HK$19.0 million in 2014. Such increase was mainly
attributable to the increase in transportation costs
for sales to Macau and the staff costs and sales
commission. Administrative expenses increased about
5.1% to HK$90.4 million in 2014 from HK$86.0 million
in 2013 due to rising staff costs.
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Management Discussion and Analysis

EHBARE SN

Other net losses were about HK$1.9 million in
2014 compared to net gains of HK$2.6 million in
2013. It was mainly attributable to the exchange
loss with depreciation of Renminbi during the year
and the loss on disposal of a subsidiary in the PRC.
Finance income and finance costs were increased
and decreased respectively due to the increase in
cash inflows and the early settlement of the loans.
As a result, the net finance costs of the Group were
approximately HK$0.32 million in 2014, as compared
to approximately HK$0.87 million in 2013.

OUTLOOK

Going into 2015, we will continue to seek the right
opportunities for the Group to grow further. The ample
construction projects will continue to be our growth
momentum. The Group remains cautiously optimistic
about the outlook of the Group.

LIQUIDITY AND CAPITAL RESOURCES
ANALYSIS

As at 31st December 2014, the cash and bank
balances of the Group were approximately HK$190.4
million (2013: HK$176.2 million) including pledged
bank deposits, which amounted to HK$68.7 million
(2013: HK$69.2 million). Basically the Group’s working
capital requirement has been financed by its internal
resources. The funds generated from operations and
the available banking facilities will enable the Group to
meet its future working capital requirements.

As at 31st December 2014, the Group had aggregate
banking facilities of trade finance of approximately
HK$179.9 million (2013: HK$168.5 million),
approximately HK$83.9 million (2013: HK$117.3
million) was utilised. The Group’s total borrowings
stood at approximately HK$76.0 million (2013:
HK$96.8 million), the entire amount of borrowings for
both years end will mature within one year.
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Management Discussion and Analysis

The entire amount of borrowings outstanding as at 31st
December 2014 was approximately HK$76.0 million
(2013: HK$96.8 million). 34% (2013: Nil) and 66%
(2013: 100%) of borrowings were subject to floating
and fixed rates respectively.

The gearing ratio as measured by total bank
borrowings to total equity was approximately 22% as at
31st December 2014 (2013: 29%).

As at 31st December 2013 and 2014, the entire
amount of the Group’s borrowings was denominated in
HK dollars.

The Group conducts its business transactions mainly
in Hong Kong dollar, Renminbi and United States
dollar. In order to manage foreign exchange risk, the
Group has been closely monitoring its foreign currency
exposure and will arrange for any hedging facilities if
necessary.

CHARGE ON ASSETS

As at 31st December 2014, certain bank deposits held
by subsidiaries of the Group with an aggregate carrying
amounts of approximately HK$68.7 milion (2013:
HK$69.2 million) were pledged to banks for banking
facilities.

CONTINGENT LIABILITIES

The Group did not have any significant contingent
liabilities as at 31st December 2013 and 2014.
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Management Discussion and Analysis
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STAFF AND REMUNERATION POLICY

As at 31st December 2014, the Group employed a
total of 160 employees (2013: 189). Total employee
benefit expenses for the year ended 31st December
2014 was approximately HK$63.5 million (2013:
HK$59.4 million).

Remuneration policy is reviewed annually and certain
staff members are entitled to sales commission. In
addition to the basic salaries and contributions to
the mandatory provident fund, the Group also pays
discretionary bonus and provides staff with other
benefits including medical scheme for Hong Kong
employees. The Group contributes to an employee
pension scheme established by the PRC Government
which undertakes to assume the retirement benefit
obligations of all existing and future retired employees
of the Group in Mainland China. The Group operates
a share option scheme for the purpose of providing
incentives and rewards to eligible directors and
employees of the Group in recognition of their
contribution to the Group.

China Pipe Group Limited HEIEZ£EEERLQF
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. Lai Guanglin, aged 51, was appointed as a
director and the Chairman of the board of the directors
of the Company in February 2009. He is also the
Chairman of the Nomination Committee and a member
of the Remuneration Committee of the Company. The
Company is a leading provider to the construction
sector offering a wide range of pipe related products,
services and solutions to the constructors, designers,
consultants and government agencies in Hong Kong
and Macau. Mr. Lai’s wholly owned investment vehicle,
Singapore Zhongxin Investment Company Limited, is
the majority shareholder of the Company.

Mr. Lai is the founder and the Chairman of the board
of directors of Agria Corporation which is listed on
the New York Stock Exchange. Agria Corporation
is primarily engaged in research and development,
production and sale of crop seeds to the agricultural
sector in Australia, New Zealand, China and South
America and the provision of rural services to the
farmers in New Zealand and South America. Agria
Corporation operates the Southern Hemisphere’s
largest forage seed business in New Zealand. The
activities in forage seeds and rural services are carried
out by PGG Wrightson Limited (“PGW”) which is a
subsidiary of Agria Corporation. PGW is a company
listed on the New Zealand Stock Exchange. Mr. Lai
was appointed as a director of PGW in December 2009
and as the Chairman of the Board of the Directors
of PGW in October 2013. Mr. Lai’'s wholly owned
investment vehicle, Brothers Capital Limited, is Agria
Corporation’s largest shareholder.

Mr. Lai has extensive experience in investments,
acquisitions and operation management. Mr. Lai has
established many other enterprises in China, Hong
Kong and internationally, in particular, animation,
logistics and transportation, pharmaceutical sectors,
etc. He takes a leading role in respect of strategic
planning and business development in his investment
portfolio.
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Biographical Details of Directors and Senior Management
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Mr. Lai is the Vice Chairman of Shenzhen General
Chamber of Commerce in China. Mr. Lai holds
Bachelor’s degree in accounting from Monash
University, Melbourne, Australia and a Master of
business administration in finance from The Chinese
University of Hong Kong. He is a fellow certified public
accountant in Australia. Mr. Lai is a Fellow of Monash
University and also the member of Global Advisory
Council of Faculty of Business and Economics, Monash
University.

Mr. Lai is the elder brother of Mr. Lai Fulin, an Executive
Director of the Company. Mr. Lai is the sole director of
Singapore Zhongxin Investment Company Limited, a
substantial shareholder of the Company which has an
interest in the shares of the Company that is required
to be disclosed under Part XV of the Securities and
Futures Ordinance.

Mr. Yu Ben Ansheng, aged 50, was appointed as
Executive Director and Chief Executive Officer of the
Company in May 2009. Mr. Yu is responsible for
managing overall daily operations of the Group and the
implementation of the Group’s development strategies.

Mr. Yu has over 20 years of experience in investment
management, investment banking and general
management of listed companies. Mr. Yu began his
career at Mackenzie Financial Corporation in Toronto,
Canada as an investment analyst in 1989 and since
then, he has served several major financial corporations
including J.P. Morgan, Deutsche Bank and CITIC
Capital. In addition to his vast investment banking and
management experience, Mr. Yu has also managed
listed companies such as New World Cyberbase
Limited and Asia Logistics Holdings Limited in Hong
Kong. During his past career, Mr. Yu has focused
on direct investment and mergers and acquisitions
activities in sectors including construction materials,
infrastructure, energy, technologies, media and financial
services.
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Mr. Yu holds a Bachelor of Arts degree in English
Literature from the Beijing Foreign Studies University, a
Master of arts degree in Education from the University
of Toronto and a master’'s degree in business
administration from the University of Western Ontario,
Canada.

Mr. Yu is a director of King Jade Holdings Limited, a
substantial shareholder of the Company which has an
interest in the shares of the Company that is required
to be disclosed under Part XV of the Securities and
Futures Ordinance.

Mr. Lai Fulin, aged 49, was appointed as Executive
Director of the Company in October 2009. Mr. Lai
is Head of Production & Purchasing of the Group
and mainly responsible for the overall operation and
management of the production and purchasing
department. Mr. Lai has over 20 years of experience
in the banking sector, investments management and
general management of companies in China. Mr. Lai
worked in the Bank of China in Shenzhen during 1986
to 2001. During 1995 to 2001, he was the deputy
general manager of a subsidiary of Bank of China
dealing with businesses in the securities industry.
During 2002 to 2008, Mr. Lai was the general manager
of Shenzhen Huao Guanli Technologies Company
Limited CRINTHERBE HEHREXARAF). Mr. Lai
holds a certificate of graduation in Chinese Language
from Shenzhen Institute of Education CFIIIZE £65%) .

Mr. Lai is the younger brother of Mr. Lai Guanglin, the
controlling shareholder, the Chairman and Executive
Director of the Company.
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EEREREEARZCEE

NON-EXECUTIVE DIRECTOR

Mr. U Kean Seng, aged 48, was appointed as
Non-executive Director of the Company in February
2009. He is also a member of the Audit Committee
of the Company. Mr. U has more than 18 years of
experience in legal practice. Mr. U specialises in the
area of corporate law and corporate finance. Mr.
U was admitted to the Supreme Court of Victoria,
Australia in 1991, the Singapore Bar in 1993 and
the Roll of Solicitors for England and Wales in 2009.
Mr. U holds a bachelor’'s degree in economics and
a bachelor’s degree in laws (Honours) from Monash
University, Australia. Mr. U currently holds the
professional appointment as the Head of Corporate
and Legal Affairs of Agria Corporation, a company
listed on the New York Stock Exchange. Brothers
Capital Limited, an investment vehicle wholly-owned
by Mr. Lai Guanglin, is the largest shareholder of Agria
Corporation. Mr. U was appointed as a director of
PGG Wrightson Limited, a company listed on the New
Zealand Stock Exchange, on 4th December 2012. Mr.
U served as an independent director of GRP Limited, a
company listed on the Singapore Exchange Securities
Trading Limited (“SGX-ST”), from 7th June 2004 to
31st December 2012 and served as an independent
director of Miyoshi Precision Limited, a company listed
on the SGX-ST, from 13th February 2004 to 27th
December 20183.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Yee Shuen, Wilson, aged 47, was
appointed as Independent Non-executive Director
of the Company in February 2009. He is also the
Chairman of the Audit Committee of the Company.
Mr. Wong is a fellow member of the Hong Kong
Institute of Certified Public Accountants and member
of Australia CPA and Australian Institute of Banking
and Finance. He holds a master of commerce degree,
specializing in banking and finance from the University
of New South Wales. With more than 20 years of
experience in PricewaterhouseCoopers and Ernst and
Young, Mr. Wong specializes in the area of auditing
banks and listed companies. Mr. Wong currently is the
chief financial officer of China Animation Characters
Company Limited, a company listed on The Stock
Exchange of Hong Kong Limited. Mr. Wong served as
an independent non-executive director of PanAsialum
Holdings Company Limited, a company listed on The
Stock Exchange of Hong Kong Limited, from 18th
January 2013 to 4th July 2014.

Mr. Chen Wei Wen, aged 46, was appointed as
Independent Non-executive Director of the Company
in April 2010. He is also a member of the Audit
Committee, Nomination Committee and Remuneration
Committee of the Company. Mr. Chen holds a
Bachelor of Business (Accounting) from Monash
University, Australia. Mr. Chen worked as a general
manager of Guangzhou Futian Trading Company
Lid (BMHERESERALQA) from 1997 to 2005.
Since November 2004, Mr. Chen was appointed as
chief operating officer of Guangzhou Kanxin Polymer
Technology Co., Ltd(BMMELESFEHEERA
A)) which is an affiliated company of Guangzhou Futian
Trading Company Ltd(BMTERESERAF]).
Mr. Chen was also appointed as director and general
manager of Fuda Enterprises Limited (& fME 2 AR
A F]) since February 1998.
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Ms. Yang Li, aged 43, was appointed as Independent
Non-executive Director of the Company in January
2011. She is also the Chairman of the Remuneration
Committee and a member of the Nomination
Committee of the Company. Ms. Yang holds a
master degree in Law from Renmin University of
China, specializing in philosophy, moral and political
education. From July 1993 to May 2005, Ms. Yang
taught in Chinese People’s Public Security University
as assistant lecturer, lecturer and associate professor.
From June 2005 to November 2006, Ms. Yang acted
as deputy general manager of the administration
and management department of China Exhibition
Investment and Development Corporation Ltd.
From December 2006 to August 2011,
as manager, supervisor and general manager of the
administration department of &FRER (Ib ) Dk
ZIHBMRAR. Ms. Yang has extensive experience
in corporate operation, human resources and

she acted

administration and management.

SENIOR MANAGEMENT

Mr. Chow Wai Koon, Timothy, aged 45, was
appointed as Chief Operating Officer of the Company
in January 2015. Mr. Chow is responsible for directing,
administering and co-ordinating the operational
activities of the Group. He is also responsible for
recommending and developing strategies, goals and
policies of the Group.

Prior to joining the Company, Mr. Chow devoted
almost 20 years to Hewlett-Packard group (“HP”), a
leading global IT provider of products, technologies,
software, solutions and services. While at HP, Mr.
Chow held several senior positions in sales, marketing,
business planning and finance in the Asia Pacific region
including China, Australia and Singapore.
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Mr. Chow has extensive experience in sales and
marketing in the Asia Pacific region, particularly
China, across consumer, commercial and enterprise
customers. In addition, Mr. Chow has robust
knowledge of end-to-end systems from research
and development, manufacturing and distribution to
channel, communication and customer support.

Mr. Chow holds a Master's Degree in Business
Administration from the Macquarie Graduate School
of Management, Australia, and a Bachelor's Degree
of Accountancy from the Nanyang Technological
University, Singapore.

Mr. Cheng Siu Kwan, aged 45, joined the Company
as the Financial Controller in December 2012 and
has been appointed as the Company Secretary of
the Company in February 2013. Mr. Cheng is a fellow
member of the Association of Chartered Certified
Accountants and a member of the Hong Kong Institute
of Certified Public Accountants. Prior to joining the
Company, Mr. Cheng held various finance positions at
a number of companies listed on The Stock Exchange
of Hong Kong Limited and has over 20 years of
experience in auditing, finance and accounting.

Ms. Chan Yuk Fan, aged 51, joined the Group in
1982 and has held a number of leadership roles in the
Group’s retalil, project sales and procurement division.
Ms. Chan currently is the Deputy Managing Director
of Bun Kee (International) Limited, the pipe trading
subsidiary of the Group and is mainly responsible
for the leadership, control and long-term business
development of the Company. She has extensive
experience and knowledge in managing a successful
piping distribution operation.
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EFREREEBARCEE

Mr. Lai Kui Chung, aged 57, joined the Group in
1979 and is the Warehouse Director of the pipe
trading subsidiary, Bun Kee (International) Limited.
Mr. Lai is responsible for the warehouse and
transportation activities of the Group. He has over 35
years of experience in supervising warehouse and
transportation operations. Mr. Lai holds a Certificate in
Store Supervision from a technical institute.

Mr. Ku Chun Ming, aged 49, joined the Group in
1993 and is the Sales Director of the pipe trading
subsidiary, Bun Kee (International) Limited. Mr. Ku has
over 28 years of experience in sales and marketing
activities. He is responsible for the sales and promotion
activities including the exhibitions and seminars.
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China Pipe Group Limited (the “Company”) is
committed to maintain a high standard of corporate
governance. The board of directors of the Company
(the “Board”) and management maintain and enhance
the policies and practices of the Company on a timely,
transparent, effective and reasonable manner, so as
to maintain good, solid and reasonable corporate
governance. The Company believes that good
corporate governance is not only in the interest of
shareholders and investors but also in the interest of
the Company. The Company will continue to raise the
standard to formalize the best practice of corporate
governance as far as we could.

CORPORATE GOVERNANCE CODE

The Company has complied with the code provisions
set out in the Corporate Governance Code (the “Code”)
as stated in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year
ended 31st December 2014.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for
Securities Transactions by Directors of Listed Issuers
contained in Appendix 10 of the Listing Rule (the
“Model Code”). Having made specific enquiry with the
directors of the Company (“Directors”), all Directors
confirmed that they have fully complied with the
required standard as set out in the Model Code during

the year ended 31st December 2014.
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BOARD OF DIRECTORS
Composition

The Board comprises seven Directors, including three
executive Directors, Mr. Lai Guanglin (the Chairman
of the Company), Mr. Yu Ben Ansheng (the Chief
Executive Officer of the Company) and Mr. Lai Fulin; a
non-executive Director, Mr. U Kean Seng; and three
independent non-executive Directors, Mr. Wong Yee
Shuen, Wilson, Mr. Chen Wei Wen and Ms. Yang Li,
one of whom namely, Mr. Wong Yee Shuen, Wilson
has appropriate professional accounting experience
and expertise. Biographical details of the Directors
are set out in the section headed “BIOGRAPHICAL
DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT” of this Annual Report.

On 15th November 2014, Mr. Tsang Wai Yip resigned
as a non-executive Director of the Company.

Throughout the year, the Board has at least one-third in
number of its members comprising independent non-
executive Directors under Rule 3.10A of the Listing
Rules.

Each of the non-executive Directors (including the
independent non-executive Directors) has entered
into a letter of appointment with the Company and
appointed for a term of one year. All Directors are
subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance
with the bye-laws of the Company.

Each of the independent non-executive Directors
has made an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all the independent non-
executive Directors meet the independence guidelines
set out in Rule 3.13 of the Listing Rules and considers
that they are independent.
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To the best knowledge of the Company, except that
Mr. Lai Guanglin is the elder brother of Mr. Lai Fulin,
there is no relationship (including financial, business,
family or other material/relevant relationship) among
members of the Board.

The Board has balance of skills, knowledge and
experience appropriate for the requirements of
the business and to complement the Company’s
corporate strategy. The Board membership is covered
by professionally qualified and widely experienced
personnel to bring in valuable contributions and
different professional advices and consultancy for
development of the Company. All Directors have
separate and independent access to the advice
and services of the senior management and the
company secretary with a view to ensuring the board
procedures, and all applicable rules and regulations are
followed. The principal functions of the Board are to
supervise the management of the business and affairs;
to approve the strategic plans, investment and funding
decision; to review the Group’s financial performance
and operating initiatives.

The Board, led by the Chairman, is responsible for
formulating overall strategy and polices, monitoring and
controlling the performance of the Group. In addition
to its overall supervisory role, the Board also retains
specific responsibilities such as approving financial
accounts, approving annual budget, recommending
dividend payments, approving policies relating to the
Board’s compliance, etc. whilst managing the Group’s
day-to-day operations is the responsibility of the
management of the Group (the “Management”) such as
implementing internal control, business strategies and
plans set by the Board, etc.. When the Board delegates
certain aspects of its management and administration
functions to the Management, it has given clear
directions as to the powers of the Management.
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Continuous Professional Development

Each newly appointed Director has received
comprehensive, formal and tailored induction
on appointment so as to ensure that he/she has
appropriate understanding of the business and
operations of the Group and that he/she is fully aware
of his/her responsibilities under the Listing Rules, legal
and other regulatory requirements.

The Directors confirmed that they have complied with
the code provision A.6.5 of the Code on Directors’
training. During the Year, all Directors have participated
in continuous professional development by attending
seminars and/or reading materials on the following
topics to develop and refresh their knowledge and skills
and provided a record of training to the Company.
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Topics on training covered (Note)

Name of Directors

Mr
Mr
Mr
Mr
Mr

. Lai Guanglin

. Yu Ben Ansheng

. Lai Fulin

. U Kean Seng

. Tsang Wai Yip (resigned on

15th November 2014)

Mr
Mr

. Wong Yee Shuen, Wilson
. Chen Wei Wen

Ms. Yang Li

Note:

C: Corporate Governance
F: Finance and Accounting
L: Listing Rules Updates

R: Other Relevant Regulatory Updates
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ROLES OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

The position of the Chairman and the Chief Executive
Officer of the Company are held by separate
individuals. The role of the Chairman is separated from
that of the Chief Executive Officer. Such division of
responsibilities helps to reinforce their independence
and accountability.

The Chairman of the Company, Mr. Lai Guanglin,
takes up the role of providing leadership for the Board
and ensures that the Board works effectively and
discharges its responsibility properly. With the support
of executive Directors and the Company Secretary, the
Chairman seeks to ensure that all Directors are properly
briefed on issues arising at board meetings and receive
adequate and reliable information in a timely manner.
Mr. Lai also ensures that good corporate governance
practice is in force from time to time, and all key issues
are discussed by the Board in a timely manner.

The Chief Executive Officer of the Company, Mr. Yu
Ben Ansheng, is responsible for managing overall
daily operations of the Group, the implementation of
the Group’s development strategies and plans and
to perform other responsibilities as assigned by the
Board.
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ERERES

BOARD MEETINGS

The Board meets regularly, and at least four times a
year, additional meetings are convened when deemed
necessary by the Board. Board members are provided
with complete, adequate and timely information to
allow the Directors to fulfill their duties properly. In
addition, Directors have full access to information
on the Group and independent professional advice
whenever deemed necessary by the Directors.

The Board held five meetings during the year ended
31st December 2014. Due notice and board papers
were given to all Directors prior to the board meetings
in accordance with the Code.

In addition, the Chairman and non-executive Directors
(including the independent non-executive Directors)
meet at least once every year without the presence of
executive Directors.
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Meetings held in 2014 by the Board, the Board
Committees and the Shareholders respectively
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R-Z-NEHFHESE EZFRTZREEIRRK
RAETHER

Details of the Directors’ attendance at Board meetings, ENEER-_ZT—NFLFNESC S EFCE
Board committee meetings and general meeting TZEZEREREREMHELSFFBNT -
respectively held in 2014 are set out as below:
Attended/Eligible to attend
HERS, SERHERE
Audit Nomination Remuneration
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
EFe ELERE REZERE FHZERE B3R
-1 ] | ] -1 -1 PN -]
Number of Meetings Held ERETAE 5 3 1 4 1
Executive Directors RiTE=R
Mr. Lai Guanglin Lai Guanglin 564 5/5 - 1/1 4/4 1
Mr. Yu Ben Ansheng AEELE 5/5 - - - il
Mr. Lai Fulin BREMEE 5/5 - - - 11
Non-executive Directors EUTESR
Mr. U Kean Seng REKLE 5/5 3/3 - - il
Mr. Tsang Wai Yip Mo {8 3 5 A ) 4/4 - - - il
Independent BiABTES
Non-executive Directors
Mr. Wong Yee Shuen, Wilson ~ EJAMEL4E 5/5 3/3 - - il
Mr. Chen Wei Wen RIEESEHE 5/5 3/3 11 4/4 11
Ms. Yang Li Bzt 5/5 - 11 4/4 il
Note: BaE

Mr. Tsang Wai Yip resigned on 15th November 2014.
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BOARD COMMITTEES

A number of Board committees, including audit
committee, remuneration committee and nomination
committee, have been established by the Board to
strengthen its functions and to enhance its expertise.
All committees have been formed with specific
written terms of reference which deals clearly with the
respective committees’ authorities and duties.

Remuneration Committee

As at the date of this report, the Remuneration
Committee comprises three members including one
executive Director, namely Mr. Lai Guanglin and two
independent non-executive Directors, namely Mr. Chen
Wei Wen and Ms. Yang Li. It is chaired by Ms. Yang Li.

The major roles and functions of the Remuneration
Committee are as follows:

(@ To make recommendations to the Board on the
Company’s policy and structure for all directors
and senior management remuneration and on
the establishment of a formal and transparent
procedure for developing remuneration policy;

(b) To review and approve the management’s
remuneration proposals with reference to the
Board’s corporate goals and objectives;

() To make recommendations to the Board on the
remuneration packages of individual executive
directors and senior management, including
benefits in kind, pension rights and compensation
payments (including any compensation
payable for loss or termination of their office or
appointment); and

(d)  To make recommendations to the Board on the
remuneration of non-executive directors.
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The remuneration package of executive Directors
is determined by reference to their duties and
responsibilities, experience and the prevailing market
conditions. The remuneration package of individual
executive Directors includes salary, discretionary bonus
and share based payment. Details of the Directors’ fee
and other emoluments of the Directors of the Company
are set out in note 8 to the financial statements.

The Remuneration Committee has adopted the
model that it will review the proposals made by
the management on the remuneration of executive
Directors and senior management, and make
recommendations to the Board. The Board will have
final authority to approve the recommendations made
by the Remuneration Committee.

The Remuneration Committee held four meetings
during 2014, the following major matters were reviewed
and discussed in the meetings and recommended to
the Board for approval:

° reviewing the remuneration policy and
remuneration packages of all Directors and senior
management of the Company;

o considering the bonus arrangement of the
Directors and senior management of the
Company;

° reviewing the new service contracts entered
into between the Company and non-executive
Directors; and

° reviewing the remuneration package of a newly
appointed senior management.
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Nomination Committee

As at the date of this report, the Nomination Committee
comprises three members including one executive
Director, namely Mr. Lai Guanglin and two independent
non-executive Directors, namely Mr. Chen Wei Wen
and Ms. Yang Li. It is chaired by Mr. Lai Guanglin, the
Chairman of the Board.

In August 2013, the Company adopted the Board
Diversity Policy in accordance with the requirement set
out in the code provision of the Code. Such policy sets
out the approach to achieve diversity on Board.

With a view to achieving a sustainable and balanced
development, the Company sees increasing diversity
at the Board level as an essential element in supporting
the attainment of its strategic objectives and its
sustainable development. Selection of candidates
will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and
educational background, professional experience,
skills, knowledge and length of service. The ultimate
decision will be based on merit and contribution that
the selected candidates will bring to the Board. All
Board appointments will be based on meritocracy, and
candidates will be considered against objective criteria,
having due regard for the benefits of diversity on the
Board.

The major roles and functions of the Nomination
Committee are as follows:

(@ To review the structure, size and composition
(board diversity has been considered from a
number of aspects, including but not limited
to gender, age, cultural and educational

background, professional experience, skKills,

knowledge and length of service) of the Board
at least annually and make recommendations
on any proposed changes to the Board to

complement the Company’s corporate strategy;
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To identify individuals suitably qualified to
become Board members and select or make
recommendations to the Board on the selection
of, individuals nominated for directorships.
All Board appointments will be based on
meritocracy, and candidates will be considered
against objective criteria, having due regard for
the benefits of diversity on the Board;

To review the Board Diversity Policy, as
appropriate, and disclose the Board Diversity
Policy or its summary in the corporate
governance report of the Company including
the measurable objectives set for implementing
the Board Diversity Policy and progress made
towards achieving these measurable objectives;

To assess the independence of independent non-
executive directors; and

To make recommendations to the Board on the
appointment or re-appointment of directors and
succession planning for directors in particular the
chairman and the chief executive.

The Nomination Committee held a meeting during

2014, the following major issues were reviewed and

discussed in the meetings:

reviewing the structure, size and composition
(including the skills, knowledge and experience)
of the Board;

reviewing the Board Diversity Policy of the
Company; and

evaluating and making recommendation as to the
qualification and experience of the directors who
were subject to retirement by rotation and re-
election at the 2014 annual general meeting.
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Audit Committee

As at the date of this report, Audit Committee consists
of two independent non-executive Directors, namely
Mr. Wong Yee Shuen, Wilson and Mr. Chen Wei Wen,
and a non-executive Director, namely Mr. U Kean
Seng. It is chaired by Mr. Wong Yee Shuen, Wilson
who has the appropriate professional qualifications,
accounting and financial management expertise.

The major roles and functions of the Audit Committee
are as follows:

(@  To make recommendations to the Board on the
appointment, reappointment and removal of the
external auditor, and to approve the remuneration
and terms of engagement of the external auditor,
and any questions of its resignation or dismissal;

(b)  To monitor integrity of the Company’s financial
statements and to review significant financial
reporting judgements contained in them;

() To review the Company’s financial controls,
internal control and risk management systems;
and

(d) To discuss the internal control system with
management to ensure that management has
performed its duty to have an effective internal
control system.

The Audit Committee held three meetings during 2014
and the following major matters were reviewed and
discussed in the meetings:

° reviewing the annual results of 2013 and

the interim results of 2014 and making
recommendation to the Board for approval;
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° making recommendation on the re-appointment
of the auditor;

° reviewing the adequacy of resources,
qualifications and experience of staff of the
Group’s accounting and financial reporting
function and their training programme and related
budget;

° reviewing the internal control and risk
management system;

° approving the auditor’'s fees for audit of 2014
financial statements; and

° discussing the audit service plan of 2014.

Corporate Governance Functions

The Board has adopted the written terms of reference
on corporate governance functions in March 2012
SO as to assist the Board performing corporate
governance functions. The terms of reference of the
Board in respect of corporate governance functions are
summarized as follows:

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

(b) To review and monitor the training and
continuous professional development of Directors
and senior management;

(c) To review and monitor the Company’s policies
and practices to ensure compliance with legal
and regulatory requirements;

(d) To develop, review and monitor the code
of conduct and compliance manual (if any)
applicable to employees and Directors; and
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(e) To review the Company’s compliance with
the code provisions set out in the Corporate
Governance Code and Corporate Governance
Report contained in Appendix 14 of the Listing
Rules and its disclosure requirements in the
Corporate Governance Report.

During the vyear, the Board has reviewed the
Company’s corporate governance policies and
practices, training and continuing professional
development of Directors and senior management, the
Company’s policies and practices on compliance with
legal and regulatory requirements, the compliance of
the Model Code, and the Company’s compliance with
the Code and disclosure in the Corporate Governance
Report.

AUDITOR’S REMUNERATION

The fees charged by the auditor generally depends on
the scope and volume of the auditor’s work. For the
year ended 31st December 2014, the remuneration to
the auditor of the Company in respect of audit services
was HK$1,090,000 and fees related to taxation
services and other non-audit services amount to
HK$81,000 and HK$50,000 respectively.

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Board is responsible for presenting a balanced,
clear and understandable assessment of annual and
interim reports, inside information announcements and
other disclosures required under the Listing Rules and
other regulatory requirements. The senior management
provides such explanation and information to the
Board so as to enable the Board to make an informed
assessment of the financial information and position of
the Company.
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The Directors acknowledge the responsibilities for
preparing the accounts of the Company.

The responsibilities of the auditor of the Company with
respect to the financial statements of the Group is set
out in the Independent Auditor’s Report on pages 57 to
59.

GOING CONCERN

The Directors, having made appropriate enquiries,
consider that the Company has adequate resources
to continue in operational existence for the foreseeable
future and that, for this reason, it is appropriate to
adopt the going concern basis in preparing the financial
statements.

INTERNAL CONTROL

The Board is responsible for maintaining an adequate
system of internal controls within the Group and for
reviewing their effectiveness. The system of internal
controls is designed to facilitate effective and efficient
operations, to safeguard assets and to ensure
the quality of internal and external reporting and
compliance with applicable laws and regulations. It is
also designed to provide reasonable, but not absolute,
assurance that material misstatement or loss can be
avoided, and to manage and minimize risks of failure in
operation systems.

The Board engaged a professional consulting
firm to perform internal control review to assess
the effectiveness of the financial, operational and
compliance controls and risk management functions of
the Company and the Group’s major subsidiaries on a
rotation basis.
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At the meeting of the Audit Committee held on
17th March 2015, the professional consulting firm
reported their review work for the year ended 31st
December 2014 performed in accordance with the
detailed risk-based internal control review plan which
was approved by the Audit Committee. The Board,
through the Audit Committee, has conducted a review
of the effectiveness of the Group’s internal control
systems for the year ended 31st December 2014. The
Audit Committee members, together with the senior
management, have also reviewed, considered and
discussed all findings relating to the internal control
systems and recommendations for improvement.

The Audit Committee also reviewed and was satisfied
with the adequacy of resources, staff qualifications and
experience, training programmes and budget of the
Group’s accounting and financial reporting function.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Cheng
Siu Kwan, who is also the Financial Controller of
the Company. Mr. Cheng is a fellow member of the
Association of Chartered Certified Accountants and a
member of the Hong Kong Institute of Certified Public
Accountants. He fulfills the requirement under Rules
3.28 and 3.29 of the Listing Rules.

The Company Secretary is responsible for providing
secretarial services to the Board and ensuring the
operation of the Company is properly complied with
Hong Kong listed companies’ regulatory requirements
as well as enhancing its corporate governance
standards.
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All Directors have access to the advice and services
of the Company Secretary with a view to ensuring
that board procedures and all applicable rules and
regulations are followed. Company Secretary is also
the secretary of each of Board committees. Minutes of
Board meetings and meetings of all Board committees
are kept by the Company Secretary and are available
for inspection by the Directors at all times.

SHAREHOLDERS’ RIGHTS

Right to convene special general meeting

Pursuant to Section 74(1) of the Bermuda Companies
Act and the bye-law 62 of the Bye-Laws of the
Company, the shareholder(s) of the Company holding
at the date of the deposit of the requisition not less
than one-tenth of the paid-up capital of the Company
as at the date of the deposit carries the right of voting
at general meetings of the Company may request the
Board to convene a special general meeting.

The requisition must state the purposes of the
meeting, and must be signed by the requisitionists and
deposited at the registered office of the Company and
its head office and principal place of business in Hong
Kong for the attention of Company Secretary and may
consist of several documents in like form each signed
by one or more requisitionists.

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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Right to put enquiries to the Board

Shareholders should direct their enquiries about their
shareholdings to the Company’s share registrar. Other
shareholders’ enquiries can be directed to the head
office and principal place of business of the Company
in Hong Kong as set out in the “CORPORATE
INFORMATION” section of this Annual Report for the
attention of Company Secretary.

Right to put forward proposals at general meetings

Pursuant to Sections 79(1) and 79(2) of the Bermuda
Companies Act, on the requisition in writing of either (j)
any number of members of the Company representing
not less than one-twentieth of the total voting rights of
all the members having at the date of the requisition
a right to vote at the meeting to which the requisition
relates; or (i) not less than one hundred members, the
Company shall, at the expense of the requisitionists
unless the Company otherwise resolves:

(@ to give to members of the Company entitled to
receive notice of the next annual general meeting
notice of any resolution which may properly
be moved and is intended to be moved at that
meeting;

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

China Pipe Group Limited HEIEX£&EHERAR

MESSFHERZEF

PR IME R TR A EAREE - BRARRR N
BEELRIEL - RREMEAABEXERER [ QA
BR — SR AR EBZENERNTELE N
B AR ARRRWE

RERAERHBR ZEF

BIEEREQTEFE79(1) R 7902) 1§ » 7E () RIER Esk
EARABTNORE2ERR (ARBERERAPRRERE
EREZEN) BREE—_+D 2 — 28 E A QT
MEER (i) TR 100 2 REAEBm A NIBHERKT -
RAREE (RIERARBITER  BABAKBAER
ESRATHEE) -

(@ MERRKT-ERRBFRGRE ZARAMK
RBEHEM - UERMEMAIBERZAE LIEAS
ZUHNE LHRRER

b MERRBEFRBRRASRS ZBREMTEG
—TFZBRME  NEMZKE LIREZRER
PRt EE A EIE 2 A -



A copy or copies of requisition signed by all
requisitionists shall be deposited, with a sum
reasonably sufficient to meet the Company’s expenses
in giving notice of the proposed resolution or circulating
any necessary statement, at the registered office of
the Company and its head office and principal place of
business in Hong Kong in the case of:

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

(i) any other requisition, not less than one week
before the meeting.

The Company will verify the requisition and upon
confirming that the requisition is proper and in order,
the Board will proceed with the necessary procedures.

COMMUNICATIONS WITH
SHAREHOLDERS

The Board is obliged to provide regular, effective
and fair communication with the shareholders and
the investors of the Company. Latest information is
conveyed to the Shareholders and the investors of the
Company on a timely basis.

A Shareholder Communication Policy (the “Policy”) was
adopted by the Company in March 2012. The Policy
aims to set out the provisions with the objective of
ensuring that the latest information of the Company is
conveyed to the Shareholders and investors on a timely
basis. The Company uses a range of communication
tools to ensure the Shareholders and the investors are
kept well informed of key business imperatives.
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Disclosure of Information

Information shall be communicated to Shareholders
and the investors mainly through the Company’s
financial reports (interim and annual reports), annual
general meetings and other general meetings that may
be convened, as well as by making available all the
disclosures submitted to The Stock Exchange of Hong
Kong Limited (the “Hong Kong Stock Exchange”) and
its corporate communications and other corporate
publications on the Hong Kong Stock Exchange’s
website and the Company’s website.

General Meetings

Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at
meetings for and on their behalf if they are unable to
attend the meetings. Shareholders’ views on matters
that affect the Company are welcome by the Board at
shareholders’ meetings. Shareholders of the Company
are notified of shareholders’ meetings through notices
and reports or circulars sent to them. Each item
of special business in the notice of the meeting is
accompanied, where appropriate, by an explanation
for the proposed resolution. A separate resolution is
proposed by the chairman of the meetings in respect
of each separate issue, including the re-election of
Directors.

The Chairman of the Board and Chairmen of the Audit
Committee, Remuneration Committee and Nomination
Committee or failing him, his duly appointed delegate,
are available at the annual general meeting to answer
questions with regard to the work of these committees.
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Voting by Poll

Save as provided under the Listing Rules, resolutions
put to vote at the general meetings of the Company
(other than procedural matters) are taken by poll.
Procedures regarding the conduct of the poll are
explained to the shareholders at the commencement of
each general meeting, and questions from shareholders
regarding the voting procedures are answered. The poll
results are posted on the respective websites of the
Company and the Hong Kong Stock Exchange on the
same day of the poll.

INVESTOR RELATIONS

The a website

www.chinapipegroup.com where information and

Company maintains

updates on the list of Directors and their roles and
functions, constitutional documents, terms of reference
of the Board committees, procedures for shareholders
to propose a person for election as a director,
announcements, circulars and reports, etc. released to
the Hong Kong Stock Exchange and other information
are posted. Information on the Company’s website will
be updated from time to time.

A dedicated email address ir@chinapipegroup.com for
investor enquiry is set out in the “Contact Us” section
on the Company’s website.

There was no significant change in the Company’s
constitutional documents during the year ended 31st
December 2014,
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The directors of the Company (the “Directors”) have
pleasure in presenting their report together with the
audited financial statements for the year ended 31st
December 2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. The principal activities of its subsidiaries are
set out in Note 31 to the financial statements.

An analysis of the Group’s performance for the year by
operating segments is set out in Note 5 to the financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st
December 2014 are set out in the consolidated income
statement on page 60.

The board of directors of the Company (the “Board”)
does not recommend the payment of a final dividend
for the year ended 31st December 2014.

FIVE-YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and

liabilities of the Group for the last five financial years is
set out on page 144.

RESERVES
Details of the movements in the reserves of the Group

and of the Company during the year are set out in Note
22 to the financial statements.

DISTRIBUTABLE RESERVES

Details of the distributable reserves of the Company as
at 31st December 2014 are set out in Note 22 to the
financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in properties, plant and
equipment of the Group are set out in Note 14 to the
financial statements.

SHARE CAPITAL

Details of the movements in share capital of the
Company are set out in Note 21 to the financial
statements.

Pursuant to an ordinary resolution passed in the special
general meeting held on 16th January 2015, every ten
shares of the Company’s issued and unissued shares
with par value of HK$0.002 per share have been
consolidated into one share with par value of HK$0.02
with effect from 19th January 2015 (the “Share
Consolidation”).

BORROWINGS

Particulars of borrowings of the Group as at 31st
December 2014 are set out in Note 23 to the financial
statements.

PURCHASE, SALE OR REDEMPTION OF
SHARES

The Company has not redeemed any of its shares
during the year. Neither the Company nor any of
its subsidiaries has purchased or sold any of the
Company’s shares during the year.
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SHARE OPTION SCHEME

At the annual general meeting of the Company held on
24th June 2004, a share option scheme (the “Scheme”)
of the Company was approved by shareholders of
the Company. The Scheme has expired on 23rd June
2014 and no more options will be granted. However,
in respect of any options which remain exercisable at
the end of the year, the provisions of the Scheme shall
remain in full force and effect. Relevant information
relating to the Scheme is set out as follows:

(@) Purpose of the Scheme

The purpose of the Scheme is to provide the
Company with a flexible means of giving incentive
and/or rewarding the participants.

(b) Participants of the Scheme

The Board may offer to grant options to the
participants which means (i) any Director
(including any executive director, non-executive
director or independent non-executive director)
of any member of the Group; (i) any employee
(whether full-time or part-time) of any member of
the Group; (i) any consultant, adviser, supplier,
customer or sub-contractor of the Group; and (iv)
any other person whatsoever from time to time
determined by the Board as having contributed to
the development, growth or benefit of the Group.
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(c)

(d)

()

Total number of shares available for issue
under the Scheme

The total number of shares of the Company
which may be issued upon exercise of all options
to be granted under the Scheme and any other
share option schemes of the Company must
not in aggregate exceed 10% of the issued
share capital of the Company as at the date of
the general meeting of the Company approving
the Scheme. The number of shares may be
refreshed by the approval of the shareholders
and the refreshed limit of the number of shares
must not exceed 10% of the issued share capital
of the Company as the date of the approval of
the refreshed limit. The maximum number of
shares of the Company which may be issued
upon exercise of all outstanding options granted
and yet to be exercised under the Scheme and
any other share option schemes of the Company
must not exceed 30% of the total number of
shares of the Company in issue from time to time.

Maximum entitlement of each participant

Total number of shares of the Company issued
and to be issued upon exercise of the options
granted to each participant (including exercised
or outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares
in issue as at the date of grant.

Minimum period for options to be held
No minimum period for which an option must be

held before it can be exercised unless otherwise
specified in the relevant offer letter.

(c)

(d)

()
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()

(9)

(h)

Period and payment on acceptance of options

Pursuant to the Scheme, HK$10 is payable by
the grantee to the Company on acceptance of
the option within 28 days from the date of grant
of the option.

Basis determining the subscription price

The subscription price of a share in respect of
any particular option granted under the Scheme
shall be a price determined by the Board and
notified to the participants and shall be at least
the highest of (a) the closing price of the shares
as stated in The Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”)
daily quotation sheet on the date on which
the options are deemed to be granted and
accepted in accordance with the terms of the
Scheme (the “Commencement Date”), which
must be a business day; (b) the average closing
price of the shares as stated in the Hong Kong
Stock Exchange’s daily quotation sheet for the
five business days immediately preceding the
Commencement Date; and (c) the nominal value
of the shares.

Life of the Scheme

Subject to earlier termination by the Company at
general meeting or by the Board, the life of the
Scheme commenced from 24th June 2004, date
of adoption, and ended on 23rd June 2014.
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Details of options granted, exercised, lapsed,

cancelled and outstanding under the Scheme

during the year are as follows (Note 5):

Name of Directors

EBpa
Lai Fulin ﬁﬁ }g % (Note 147 1)
U Kean Seng STp Wole 1)

Toang Wal Yip Big % pee i
(resigned on 15th November 2014)
i S A

Wong Yee Shuen, Wilson b e 777
Chen Wei Wen FR{E 3 tee27:2

Yang Li %ﬂ Mot 3H3)

Emp\oyees Eg otes 18 45124

Employee [ 8 Aee272

Date of grant
BHHAM

3/12/2009

3/12/2009

3/12/2009

3/12/2009

5/5/2010

8/6/2011

3/12/2009

5/5/2010

Exercise
Price
HK$
TR
&
0071
0071

0.071

0.071

0.083

0.0392

0.071

0.083

Report of the Directors
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REER - RIBFTERG 176 - K% TRk
RARTTEE R RBAHE 2 FHIB I T (MIRED)

Movement during the year
ERED

Held as at Held as at
1st January 31st December
2014 2014
AZZ—ME  Granted and RIZ-mE
-B-H accepted  Exercised Lapsed  Cancelled T=B=+-8
e CRHEER BT B&N 354 1)
50,000,000 - - - - 50,000,000
30,000,000 - - - - 30,000,000
100,000,000 - - 100,000,000 - -
10,000,000 - - - - 10,000,000
10,000,000 - - - - 10,000,000
10,000,000 - - - - 10,000,000
210,000,000 - - 100,000,000 - 110,000,000
155,000,000 - - 62,000,000 - 93,000,000
6,000,000 - - - - 6,000,000
371,000,000 - - 162,000,000 - 209,000,000
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Notes:

China

EEERS

The options granted to these grantees are vested in
stages and be exercised in the following manner:

Maximum percentage of options exercisable
AT R ERESE DL

20%
20%
20%
20%
20%

The options granted to these grantees are vested in
stages and be exercised in the following manner:

Maximum percentage of options exercisable
AT ERESRS A DL

20%
20%
20%
20%
20%

The options granted to this grantee are vested in stages

and be exercised in the following manner:

Maximum percentage of options exercisable
AT R ERm B AL

20%
20%
20%
20%
20%

Vesting of options granted to certain employees is
subject to achievement of profit target.

As the Share Consolidation became effective on 19th
January 2015, the information regarding the share
options (including exercise price, number and share
price of the Company) was disclosed on the basis of
the information before the Share Consolidation became
effective.

Pipe Group Limited FEEZ£EEERAF

Wi

BRYZEREANBRESOEEREE - WE TR
I

Period for exercise of the relevant percentage
of the options

T AR E D L2 IR

3/6/2010 — 2/12/2019
3/6/2011 - 2/12/2019
3/6/2012 — 2/12/2019
3/6/2013 — 2/12/2019
3/6/2014 — 2/12/2019

EFRSREANBRAEDEARE  TRATHR
7

Period for exercise of the relevant percentage
of the options

TR Ot 2 IR

5/11/2010 - 4/5/2020
5/11/2011 - 4/5/2020
5/11/2012 - 4/5/2020
5/11/2013 — 4/5/2020
5/11/2014 - 4/5/2020

BTZARANBEESOBRRE - R T5RT
&

Period for exercise of the relevant percentage
of the options

TR Dt IR

8/12/2011 - 7/6/2021
8/12/2012 - 7/6/2021
8/12/2013 - 7/6/2021
8/12/2014 - 7/6/2021
8/12/2015 - 7/6/2021

BETETREREZBREAZI SN AR ISRETEH
& -

HRBRDEHR T —HF—A+NABER  BREF
1B (BIEERETTRE - 8B RRHER) DRERDA
PHER AT ERRE) -



Details of the fair value of options granted under the
Scheme during the year ended 31st December 2014
and the accounting policy adopted for the options are
set out in Note 8 and Note 2 to the financial statements
respectively.

DIRECTORS’ RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Apart from the share option scheme of the Company,
at no time during the year was the Company or any of
its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by
means of the acquisition of shares or debentures of the
Company or any other body corporate.

DIRECTORS

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

EXECUTIVE DIRECTORS

Mr. Lai Guanglin (Chairman)
Mr. Yu Ben Ansheng (Chief Executive Officer)
Mr. Lai Fulin

NON-EXECUTIVE DIRECTORS

Mr. U Kean Seng
Mr. Tsang Wai Yip (resigned on 15th November 2014)

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Yee Shuen, Wilson
Mr. Chen Wei Wen
Ms. Yang Li

Report of the Directors 7
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In accordance with bye-law 99 of the Bye-laws of the
Company, Mr. Lai Fulin, Mr. U Kean Seng, Mr. Wong
Yee Shuen, Wilson will retire from office by rotation and
being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

CONFIRMATION OF INDEPENDENCE
OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each independent
non-executive Director an annual confirmation of his/
her independence pursuant to Rule 3.13 of the Listing
Rules and the Company considers that all of them are
independent.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

The biographical details of Directors and senior
management are set out in the section headed
“Biographical Details of Directors and Senior
Management” of this annual report.

DIRECTORS’ SERVICE CONTRACT

None of the Directors offering themselves for re-
election at the forthcoming annual general meeting of
the Company has entered into any service contract
with the Company or any of its subsidiaries, which
is not terminable by the Company within one year
without payment of compensation (other than statutory
compensation).
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DIRECTORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

No contracts of significance in relation to the
Company’s business to which the Company, its
subsidiaries or its holding company was a party and
in which a Director of the Company had a material
interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

Significant related party transactions entered by the
Group during the year ended 31st December 2014 are
disclosed in Note 28 to the financial statements.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

None of the Directors and their respective associates
has an interest in any business which competes or
may compete with the business in which the Group
engaged.

DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES OR
DEBENTURES

The interests of the directors in the share options of
the Company are separately disclosed in the section
headed “SHARE OPTION SCHEME” above.

As at 31st December 2014, the interests and short
positions of the Directors and chief executive 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 “SFO”)) as
recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to
the Company and the Hong Kong Stock Exchange
pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”), were
set out below:

EEREXEVhZER

ARAE -~ HEWE AR SRR QB ERT AR A
RAEBERMARTNEENETEXAREAESE
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Long positions in the shares and underlying share REQFTRGREBRD ZFE
of the Company
Approximate
percentage of
Personal Corporate shares in issue
Name of Directors Capacity Interestsiored Intereststeted Totaloted {HE BTG
xR L] DN 3= HERR MY gt s BHEaL
Lai Guanglin Interest of controlled corporation - 7,706,521,207 7,706,521,207 57.79%
G EEER (Note 1/17% 1)
Yu Ben Ansheng Beneficial owner/Interest 30,000,000 1,460,000,000 1,490,000,000 11.18%
(lpees of controlled corporation (Note 2§17%2)

ERfA A/ REREEER

Notes: B

1. These shares are held by Singapore Zhongxin 1.

Investment Company Limited, which is wholly and
beneficially owned by Mr. Lai Guanglin, an executive
Director and the Chairman of the Company.
Accordingly, Mr. Lai is deemed to be interested in such
shares under the SFO.

2. These shares are held by King Jade Holdings Limited, 2.

which is wholly and beneficially owned by Mr. Yu Ben
Ansheng, an executive Director and the Chief Executive
Officer of the Company. Accordingly, Mr. Yu is deemed
to be interested in such shares under the SFO.

3. The number of shares held as at 31st December 2014 3.

is disclosed without taking into account the effect of the
Share Consolidation which became effective on 19th
January 2015.
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Save as disclosed above and in the section headed
“SHARE OPTION SCHEME” above, as at 31st
December 2014, none of the Directors or chief
executive or their respective associates had any
interests or short positions in shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS

As at 31st December 2014, the interests or short
positions of the following persons or corporations,
other than the Directors or chief executive of the
Company, in the shares and underlying shares of the
Company as recorded in the register required to be
kept by the Company under Section 336 of the SFO
were as follows:

Long position in share and underlying share of the
Company

Name of shareholders Capacity

R B 5

Singapore Zhongxin Investment
Company Limited Mete 7777

Li Juan ZS48§ (ote 2/iz2)
King Jade Holdings Limited Mete 3#723)

Zhang Ljn (Note 4/zt4)

Beneficial owner Ez5 B A

Interest of spouse At (B
Beneficial owner Ez5 8 A

Interest of spouse At B #5

Report of the Directors
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X Rm— [BREE ] rREEIN RZF
—HFE+—A=+t—0 BEEFIEFTEAEX
BESBZBEATRNARAREEMEREE (T

&7 MR RGISE XV 5B ) HOR D - AEREAR LD R (B
o BEEABLRAREMREE 7 LB RPIS 352 &
FEZECMzERIRR  ARBEETRMNG
ARBNEBYRI T2 SRR

FERR

REZF-—NMFE+-_A=1t—H8 UWFTALTIEE(LX
PR 2 ARRIEFHZSITRABRIN RAR TR
RO EERECR AR RAIREESF M E K
PI1% 336 IRFE 2 Bz ek BT ¢

REXRARDREBRDZHE

Number of Approximate
percentage of

shares in issue

shares/underlying
shares held "%

PR~ e RTHRG
BRI E 7 #BHESt
7,705,521,207 57.79%
7,705,521,207 57.79%
1,460,000,000 10.95%
1,490,000,000 11.18%
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Notes:

1. Singapore Zhongxin Investment Company Limited is
wholly and beneficially owned by Mr. Lai Guanglin, an
executive Director and the Chairman of the Company.
Accordingly, Mr. Lai is deemed to be interested in such
shares under the SFO.

2. Ms. Li Juan, the spouse of Mr. Lai Guanglin, is also
deemed to be interested in Mr. Lai’s interest in the
Company under the SFO.

3. King Jade Holdings Limited is wholly and beneficially
owned by Mr. Yu Ben Ansheng, an executive Director
and the Chief Executive Officer of the Company.
Accordingly, Mr. Yu is deemed to be interested in such
shares under the SFO.

4. Ms. Zhang Lin, the spouse of Mr. Yu Ben Ansheng, is
also deemed to be interested in Mr. Yu’s interest in the
Company under the SFO.

5. The number of shares held as at 31st December 2014
is disclosed without taking into account the effect of the
Share Consolidation which became effective on 19th
January 2015.

Save as disclosed above, as at 31st December 2014,
the Company had not been notified by any persons or
corporations, other than the Directors or chief executive
of the Company, who had interests or short positions
in the shares or underlying shares of the Company
as recorded in the register required to be kept by the
Company under Section 336 of the SFO.

MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

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

China Pipe Group Limited HEIEZ£EEERLQF
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1. Singapore Zhongxin Investment Company Limited J3Ff
Lai Guangln e (AARZHTESEHER) 2EEn
A - Bl - REBFRMEED - Lait ERBH/R
ZER TG

2.  IREFHFMEEKRD) - 8L I (Lai Guanglin St4E 2 e
18) IMEAR AR Lal R AR AR QB 2 2 -

3. King Jade Holdings Limited Jh &I &4 S 4 (AR E] 2
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Purchases
—the largest supplier 22.39%
— five largest suppliers combined 51.97%
Sales
— the largest customer 6.50%
— five largest customers combined 24.04%

None of the Directors, their associates or any
shareholder (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital)
had an interest in the major suppliers or customers

noted above.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Details of the compliance with corporate governance
code of the Company are set out in the “CORPORATE
GOVERNANCE REPORT” of this annual report.

DISCLOSURE OF THE CHANGES IN THE
INFORMATION OF THE DIRECTORS
PURSUANT TO RULE 13.51B(1) OF THE
LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules,
changes in the information of the Directors of the
Company required to be disclosed in this report are as
follows:

° On 1st November 2014, Mr. Wong Yee Shuen,
Wilson, an independent non-executive Director of
the Company, has been appointed as the chief
financial officer of China Animation Characters
Company Limited, a company listed on The
Stock Exchange of Hong Kong Limited.

Report of the Directors
EFEHS

e
— R AHLER 22.39%
—hRHEEmEE 51.97%
HE
—BAEP 6.50%
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Report of the Directors

EEERS

AUDIT COMMITTEE

The audit committee consists of two independent non-
executive Directors, namely Mr. Wong Yee Shuen,
Wilson and Mr. Chen Wei Wen, and a non-executive
Director, namely Mr. U Kean Seng.

By reference to “A Guide for the Formation of An Audit
Committee” published by the Hong Kong Institute of
Certified Public Accountants, written terms of reference
which describe the authority and duties of the audit
committee were prepared and adopted by the Board of
the Company.

The annual results have been reviewed by the audit
committee of the Company.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors,
the Company has maintained the prescribed public

float required under the Listing Rules as at the date of
this report.

AUDITORS
The financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible,

offer themselves for re—appointment.

By Order of the Board

Lai Guanglin
Chairman

Hong Kong, 23rd March 2015

China Pipe Group Limited HEIEZ£EEERLQF
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To the Shareholders of China Pipe Group Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements
of China Pipe Group Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on
pages 60 to 143, which comprise the consolidated
and company statements of financial position as
at 31st December 2014, and the consolidated
income statement, the consolidated statement of
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory
information.

Directors’ Responsibility for the
Consolidated Financial Statements

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with Hong
Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants
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.

Independent Auditor’s Report
BN RS

-

BhEEREEARLFERE
(R B REZMH LB BRI F])

I ERE (VAT 578 [ 34F1)) EZERT BN S 60 £ 143
BEHBEXEEERAR(ATEEERQR ) REK
BAR (S [ERE ) WEAMBHRE R
BEREER-_ZE—OF+_A=+—HBOHKEMAF
MHERRAREAREZA LFENGEARER a2
HERER FERREDRNGEARERER UK
TEETHRME LMK EREEER -

EERNGESMBERRARBHRME

EAREEARERBESEHAARBEHNEEH
TR 25 0 B 0 B V(A B (0 D B R AL A SR A B
BIR - U AHBRRELEAETA TR
REEERARLR A M SRR LN -
PR R A B SRR T e R R S R TR0 B
KRR -
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Independent Auditor’s Report
33 &% BB R B

Auditor’s Responsibility

QOur responsibility is to express an opinion on these
consolidated financial statements based on our audit
and to 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.

We conducted our audit in accordance with Hong
Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical
requirements and plan and perform the audit to
obtain reasonable assurance about whether the
consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements
that give a true and fair view 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 entity’s internal control. An
audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our
audit opinion.

China Pipe Group Limited HEIEX£&EHERAR
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Opinion

In our opinion, the consolidated financial statements
give a true and fair view of the state of affairs of the
Company and of the Group as at 31st December 2014,
and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd March 2015

Independent Auditor’s Report
BN RS

BR

BFIRR ZEFEMBRREBREFTEVHREE
AEEMAFHRREARNEEER —T—NF
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Consolidated Income statement

= A, U=

fr a2 &

For the year ended 31st December 2014
HE_T-NFE+-_A=+—HLFE

Revenue
Cost of sales

Gross profit

Other (losses)/gains, net

Selling and distribution costs
General and administrative expenses

Operating profit

Finance income
Finance costs

Finance costs, net

Profit before income tax
Tax expense

Profit for the year attributable to
equity holders of the Company

Earnings per share
Basic and diluted

Dividend

The notes on pages 68 to 143 are an integral part of
these consolidated financial statements.

China Pipe Group Limited HEIEX£&EHERAR

YA
SHE R

EH

HAth (B518 )/ WatF 58
$HE K A
—REITHER

R

LR T N
MER

FTS B RFE

758 B A
AT H

AR BB A
2T

Note
B =T

~

10

12

13

2014 2013
—Z—mEF —T—=F
HK$’000 HK$'000
FERT FAT
553,845 504,143
(416,116) (384,718)
137,729 119,425
(1,861) 2,568
(19,032) (14,867)
(90,426) (86,002)
26,410 21,124
1,267 863
(1,586) (1,729)
(319) (866)
26,091 20,258
(4,362) (3,597)
21,729 16,661
HK cent HK cent
&l AL
0.163 0.125
HK$’000 HK$’'000
FERT FAT

FOBE43E 2 M RUL TR AR MK 2 EEE D -



Consolidated Statement of Comprehensive Income

Profit for the year

Other comprehensive income:
Item that will not be reclassified
subsequently to profit or loss

Actuarial (loss)/gain
on post-employment
benefit obligations, net of tax

Items that have been reclassified
or may be subsequently
reclassified to profit or loss

Currency translation differences
Release of exchange reserve
upon disposal of a subsidiary

Other comprehensive income
for the year, net of tax

Total comprehensive income
for the year, net of tax, attributable
to equity holders of the Company

The notes on pages 68 to 143 are an integral part of
these consolidated financial statements.

FREM

HA 2 [ s

HENG T EEFEFHEE]

(L EEZ A

BER IR R AIERS A

HE (R59R),/ i -
BB

&) 2 Ay
EAEARE m A
ZERZEA

BHmE
nef=={ih) = /NC]
i B0 L ATk

2
K

ZNeS
#

Hib 2 mEU
BiIRTE

E\

B

ARABIBEREA
FRRBILES
EHEWELERE

S

FEZENER

For the year ended 31st December 2014
HE-_ZT-—NFE+—A=1+—HILFE

2014 2013

—2—MmF —EF-=F

Note HK$000 HK$'000
Pt F#T THT
21,729 16,661

22 (411) 930
22 (158) 253

22 (1,651) -
(2,220) 1,183

19,509 17,844

FO8E43E 2 M RUL TR AR MK 2 BREE D -
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Consolidated Statement of Financial Position
e MERAER

Note
B FE
ASSETS gE
Non-current assets EMEEE
Property, plant and equipment Y% BB MR 14

Rental deposits and other assets e REMEE 18

Current assets MENEE
Inventories FE 17
Trade receivables B S EWRIA 18
Deposits, prepayments e - BN

and other receivables K EH A FE YRR 18
Tax recoverable AR eI
Pledged bank deposits HEIRIRITIE K 19
Cash and cash equivalents ReERAEEEY 20
Total assets aEE

The notes on pages 68 to 143 are an integral part of
these consolidated financial statements.

China Pipe Group Limited HEIEX£&EHERAR

2014 2013
—ZE—MmE —T—=4F
HK$’000 HK$’000
T#T FHBT
4,297 5,782
6,833 5,776
11,130 11,558
143,474 157,563
124,206 117,886
36,363 28,668
28 40
68,699 69,196
121,677 107,039
494,447 480,392
505,577 491,950

FO8E43E 2 MR TR AR MK 2 EREE D -



Consolidated Statement of Financial Position
MEMBERRAE

2014 2013
—E—@E —T—=F
Note HK$’000 HK$’000
B 5 TET T
EQUITY e
Equity holders BREBZEA
Share capital ik 21 26,665 26,665
Reserves it 22 324,412 304,563
Total equity farEns 351,077 331,228
LIABILITIES &R
Non-current liabilities EREIARS
Deferred tax liabilities EIETIEEE 24 323 289
Other non-current liabilities HEMIERBIaE 3,223 2,687
3,546 2,976
Current liabilities mEN& R
Trade and other payables E 5 R EMESFIE 25 73,164 59,656
Taxation payable JERITRIE 1,837 1,329
Borrowings =g 23 75,953 96,761
150,954 157,746
Total liabilities Har 154,500 160,722
Total equity and liabilities HESIRAR 505,577 491,950
Net current assets MENEE R 343,493 322,646
Total assets less current liabilities HEERRHER 354,623 334,204
On behalf of the Board REREES
Lai Guanglin Yu Ben Ansheng iR
Director 2% Director &%

The notes on pages 68 to 143 are an integral part of FO8E 1438 2 Mzt B FiRE Wk 2 a8 M -
these consolidated financial statements.
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Statement of Financial Position

BHERRnE
As at 31st December 2014
R_ZE—mNF+=-A=+—H

ASSETS

Non-current assets

Property, plant and equipment
Investments in subsidiaries

Current assets

Prepayments and other receivables
Amounts due from subsidiaries
Cash and cash equivalents

Total assets

EQUITY
Equity holders
Share capital
Reserves

Total equity

LIABILITIES

Current liabilities

Other payables

Amounts due to subsidiaries

Total liabilities
Total equity and liabilities
Net current assets

Total assets less current liabilities

On behalf of the Board

Lai Guanglin
Director &%

The notes on pages 68 to 143 are an integral part of

these consolidated financial statements.

China Pipe Group Limited HEIEX£&EHERAR

BE

FEREBEE

W - BE KR
RITB A BIRE

mENRE

TE R B A WA
& 2 Bt /B8 2 I 5RIR
RelReEHEY

HRE

e
BREFEA
A

G
HiEa
fafR
mERR

H At FE1S IR
ANLRIEPNCIE/ !

#AR
HRESRAR
R E R

HEERRDRR

RRESFE

Yu Ben Ansheng iR

Director 8%

Note
BisE

14
15

18
15

21
22

25
15

2014 2013
—=—MmF —ET—=%F
HK$’000 HK$'000
T#ET FBT
8 41
90,155 89,960
90,163 90,001
637 211
23,466 22,286
1,449 247
25,552 22,744
115,715 112,745
26,665 26,665
70,890 68,631
97,555 95,296
2,527 1,696
15,633 15,753
18,160 17,449
115,715 112,745
7,392 5,295
97,555 95,296

FO8EV43E Z M RUL TR AR MK 2 BB D -



At 1st January 2013

Profit for the year
Other comprehensive income:
Actuarial gain on post-employment
benefit obligations, net of tax
Currency ranslation differences

Total comprehensive income for the year

Transactions with owners:
Share hased payment

At 31t December 2013

Consolidated Statement of Changes in Equity

R-F-=£-f-R

EREA
Efy2mka:

BRARNERORS NS

R
KRUEZE

EREEKELE

RN
HROAERANR

NoF-FtoA=t-8

FeEHRERR

For the year ended 31st December 2014
HE_Z-—MNF+-_A=+—HILFE

Share hased
Shere Share  Captd  Merger  Statutoy  Other Bxchange  payment  Refained
capital premum  reseve  TeSeve  TeSeVe  reSeve  reSenve  resene eamings Total
WhirA
At
RE RAEE EAGE oHERE fehh HeEE EIRE NVER REEM 0 28
HKS000  HK$000 HKS000 HKS000 HK§'000 HKS000 HKS000 HKS000 HK$000  HK$000
Tkt TR Thr ThAr TEr Thr T TEr  TEr  TEn
26665 126618 34115 3700 p - 2013 806 111465 312,626
- - - - - - - - 16661 16,661
- - - - - 930 - - - 930
- - - - - - 253 - - 253
= = = = = 930 253 - 16661 1784
- - - - - - - 798 - 758
2660 126618 34115 3700 p 90 226 8784 128126 331,228

The notes on pages 68 to 143 are an integral part of

these consolidated financial statements.

FO8E43E 2 M RUL TR AR MER 2 BB D -
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Consolidated Statement of Changes in Equity
fraERE R

For the year ended 31st December 2014
BE—T-ME+-A=t+—BILFE

At 1st January 2014

Profit for the year
Qther comprehensive income:
Actuarialloss on post-employment
beneft obligations, net of tax
Currency tranglation differences
Release of exchange reserve
upon dlisposal of a subsiclary

Total comprehensive income for the year

Transactions with owners:
Share hased payment
Transfer upon lapse of share options

At 31st December 2014

N-F-mE-A-A

EREN
R 2ENE:

BBKENERARRER

HB Rk
[t
HERERTL

Eikpda)s

EREEKELE

RN
HROAERANR
REREANER

N-E-BE+-A=1-F

Share
hased
Share  Share  Capital  Merger Statutory  Other Exchange payment Retained
capital premium  reserve  reserve  reserve  reserve  reserve  reserve  eamings Total
URIhE
Bl
k% ROEAR RABE AHER IEER KUEE EREE GG GERW 0 48
HK$000 HK$'000 HK$'000 HK$000 HKS000 HKS000 HK$'000 HKS'000 HK$000 HK$000
Tén TEnr THT TEnT TR TET TER TERT TEn TER
26,065 126618 34115 3700 % 90 226 8784 128126 331,28
- - - - - - - - A9 2479
- - - - - ) - - - )
- - - - - - (158) - - (158)
- - - - - - (1659) - - (1651)
- - - - - (@11 (1,809) - 179 19509
- - - - - - - 340 - 340
- - - - - - - (3786 3786 -
26,065 126618 34115 3700 % 519 457 5338 153641 351,077

The notes on pages 68 to 143 are an integral part of

these consolidated financial statements.

China Pipe Group Limited HEIEX£&EHERAR
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Cash flows from operating activities

Cash generated from operations
Interest paid

Interest received

Income tax paid

Net cash generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Proceeds from disposal of property,

plant and equipment
Disposal of a subsidiary

Net cash used in investing activities

Cash flows from financing activities

Drawdown of borrowings
Repayment of borrowings
Decrease in pledged bank deposits

Net cash (used in)/generated
from financing activities

Net increase in cash and
cash equivalents

Exchange differences

Cash and cash equivalents
at beginning of the year

Cash and cash equivalents
at end of the year

The notes on pages 68 to 143 are an integral part of

these consolidated financial statements.

Consolidated Statement of Cash Flows

MEHERER

For the year ended 31st December 2014

BE-Z-WE+-A=+—HILEE
2014 2013
—Z—mEF —T—=F
Note HK$’000 HK$’000
B 5T FET FH&TT
BEEBZHERE
EETEEE 2R $ 27(a) 40,690 30,831
ERFHE (1,433) (1,804)
BUFIE 998 863
BEEE (3,739) (2,691)
L REE IR & F R 36,516 27,199
REXBZHERE
BAMZE - BB K& (2,740) (1,536)
LEYME  BEK
BT RIA 27(a) 90 94
HE—HEHBAT 27(b) 1,162 =
B R EF5 (1,488) (1,442)
MEETEZRERE
EAEE 348,183 319,651
BEBEE (368,991) (290,552)
IR TR 497 25,152
BMEE (TR ELE
IR FER (20,311) 54,251
REMREE
EYIL I FRE 14,717 80,008
ME H ZERE (79) 142
FYIZEER
REEEY 107,039 26,889
FRZBEER
REeEEEYD 121,677 107,039
F68E143H Z AN FE AV IEHRER 2 BB -
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General information

China Pipe Group Limited (the “Company”)
and its subsidiaries (together the “Group”) are
principally engaged in trading of construction
materials, mainly pipes and fittings.

The Company is a limited liability company
incorporated in Bermuda. The address of its
registered office is Canon’s Court, 22 Victoria
Street, Hamilton HM 12, Bermuda. The Company
has its primary listing on the Main Board of The
Stock Exchange of Hong Kong Limited (“Hong
Kong Stock Exchange”).

These consolidated financial statements are
presented in Hong Kong dollars, unless otherwise
stated. These consolidated financial statements
have been approved for issue by the Board of
Directors on 23rd March 2015.

Basis of preparation and accounting
policies

The principal accounting policies adopted 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.

The consolidated financial statements have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) and
under the historical cost convention.

China Pipe Group Limited HEIEX£&EHERAR

Notes to the Consolidated Financial Statements
S M ERRME
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting
policies (cont’d)

In accordance with the transitional and saving
arrangements for Part 9 of the new Hong Kong
Companies Ordinance (Cap. 622), “Accounts and
Audit” as set out in sections 76 to 87 of Schedule
11 to the Hong Kong Companies Ordinance
(Cap. 622), the consolidated financial statements
are prepared in accordance with the applicable
requirements of the predecessor Companies
Ordinance (Cap. 32) for this financial year and the
comparative period.

The preparation of financial statements in
conformity with HKFRSs 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.

The following amendments to standards and
interpretation are mandatory for the Group’s
financial year beginning 1st January 2014. The
adoption of these amendments to standards
and interpretation does not have any significant
impact to the results and financial position of the
Group.

2.

= & MR

RHEERSTRE ()

BIEFEB RGN (FE622F )R 11E76EE
87 IRFTEZI5BISE 926 [ BR B k2% ] FT{ERIRE
ML RRBLHNMETE AT REE KR
HIfME - ZF5EMBRERINTE A RG]
(B3RE)BEAREMBHRERAERRE °

AN AT EMBREEANPBHRE - BERL
AETHERNE G - ETRREEBERER
AEESHBROBERELAE - SREEH
s EEMENBRIHGEAMERREBEKN
REMEENEE - K T4 RHEE -

AEEER=-F—NF—A— B2 RABNET
BERBREARTINER] 2 £/ MR - B8
HEEXERMBGIRRNBERTE -
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Basis of preparation and accounting
policies (cont’d)

Amendments to HKFRSs
10,12 and HKAS 27 (2011)

Investment Entities

HKAS 32 Amendment Offsetting Financial
Assets and Financial
Liabilities

HKAS 36 Amendment Recoverable Amount
Disclosures for
Non-Financial Assets

HKAS 39 Amendment Novation of Derivatives
and Continuation of
Hedge Accounting

HK(IFRIC)-Int 21 Levies

The Group has not applied any new standards,
amendments to standards and interpretations
that have been issued but are not effective for the
current accounting period.

In addition, the requirements of Part 9 “Accounts
and Audit” of the new Hong Kong Companies
Ordinance (Cap. 622) come into operation
as from the Company’s first financial year
commencing on or after 3rd March 2014 in
accordance with section 358 of that Ordinance.
The Group is in the process of making an
assessment of expected impact of the changes
in the Companies Ordinance on the consolidated
financial statements in the period of initial
application of Part 9 of the new Hong Kong
Companies Ordinance (Cap. 622). So far it
has concluded that the impact is unlikely to be
significant and only the presentation and the
disclosure of information in the consolidated
financial statements will be affected.
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Notes to the Consolidated Financial Statements
e MBEERERMEE

Basis of preparation and accounting
policies (cont’d)

The following new standards, amendments
to standards and interpretations have been
issued but are not effective for the financial year
beginning 1st January 2014 and have not been
early adopted by the Group. None of these
is expected to have a significant effect on the
consolidated financial statements of the Group.

HKFRS 9 Financial Instruments*
Amendments to Sale or Contribution of
HKFRS 10 Assets between an

HKAS 28 (2011) investor and its Associate
or Joint Venture?

Amendments to Accounting for Acquisition of

HKFRS 11 Interest in Joint Operations?
HKFRS 14 Regulatory Deferral Accounts®
HKFRS 15 Revenue from Contracts with

Customers®

Amendments to Clarification of Acceptable

HKAS 16 and Methods of Depreciation
HKAS 38 and Amortisation?
Amendments to Agriculture: Bearer Plants?
HKAS 16 and
HKAS 41
Amendments to Defined Benefit Plans:
HKAS 19 Employee Contribution'

Amendments to
HKAS 27 (2011)
Annual Improvements

Equity Method in Separate
Financial Statements?
Amendments to a number of

2010-2012 Cycle HKFRSs!

Annual Improvements ~ Amendments to a number of
2011-2013 Cycle HKFRSs!

Annual Improvements  Amendments to a number of
2012-2014 Cycle HKFRSs?
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Notes to the Consolidated Financial Statements
S M ERRME

2. Basis of preparation and accounting
policies (cont’d)

(a)

effective for annual periods beginning on or after
1st July 2014

effective for annual periods beginning on or after
1st January 2016

effective for annual periods beginning on or after
1st January 2017

effective for annual periods beginning on or after
1st January 2018

effective for an entity that first adopts HKFRSs
for its annual financial statements beginning on
or after 1st January 2016 and therefore is not
applicable to the Group

Consolidation

A subsidiary is an entity (including a
structured entity) over which the Group has
control. The Group controls an entity when
the Group is exposed to, or has rights to,
variable returns from its involvement with
the entity and has the ability to affect those
returns through its power over the entity.
Subsidiaries are consolidated from the
date on which control is transferred to the
Group. They are deconsolidated from the
date that control ceases.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(a)

Consolidation (cont’d)

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.
|dentifiable assets acquired and liabilities
and contingent liabilities assumed in a
business combination are measured initially
at their fair values at the acquisition date.

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

Inter-group transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency
with the policies adopted by the Group.
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Notes to the Consolidated Financial Statements
S M ERRME

2.

Basis of preparation and accounting
policies (cont’d)

(a)

Consolidation (cont’d)

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. This may mean that
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss.

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.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(b)

(c)

Segment reporting

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

strategic decisions.

Foreign currency translation

(i) 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 Hong Kong dollars,
which is the Company’s functional
and presentation currency.

(i) Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing
at the dates of the transactions
or revaluation 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
income statement.
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Notes to the Consolidated Financial Statements
S M ERRME

2. Basis of preparation and accounting
policies (cont’d)

(c) Foreign currency translation (cont’d)

(i)

Group companies

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

= assets and liabilities for each
statement of financial position
presented are translated at the
closing rate at the date of that
statement of financial position;

— 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 dates of the
transactions); and

= all resulting exchange
differences are recognised in
other comprehensive income.

On consolidation, exchange

differences arising from the translation

of the net investment in foreign
operations, and of borrowings
and other currency instruments
designated as hedges of such
investments, are taken to other

comprehensive income.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(c)

(d)

Foreign currency translation (cont’d)

(i) Group companies (cont’d)
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.

Disposal of foreign operation

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.

Property, plant and equipment

Property, plant and equipment, comprising,
leasehold improvements, plant and
machinery, equipment, furniture and fixtures
and motor vehicles are stated at historical
cost less accumulated depreciation and
accumulated impairment losses. Historical
cost includes expenditure that is directly
attributable to the acquisition of the assets.
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Notes to the Consolidated Financial Statements
S M ERRME

2. Basis of preparation and accounting
policies (cont’d)

(d)

Property, plant and equipment (cont’d)
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 expenses
are charged to the consolidated income
statement during the financial period in
which they are incurred.
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:

Plant, machinery and 3-10 years
equipment
Leasehold improvements 5 years or the
lease period,
if shorter
Office furniture, fixtures 3-5 years
and fittings
Office equipment 3-5 years
Computer equipment 3-5 years
Motor vehicles 3-10 years

The assets’ residual values and useful lives
are reviewed, and adjusted if appropriate,
at the end of each reporting period.
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2.

Notes to the Consolidated Financial Statements

Basis of preparation and accounting
policies (cont’d)

(d)

(e)

Property, plant and equipment (cont’d)
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.

Gains and losses on disposals are
determined by comparing proceeds with
carrying amount and are recognised
within ‘Other (losses)/gains — net’ in the
consolidated income statement.

Impairment of investments in
subsidiaries and non-financial assets
Assets that have an indefinite useful life,
for example goodwill, are not subject
to amortisation and are at least tested
annually for impairment. Assets 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 to sell 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
(i,e. CGUs).

than goodwill that suffered an impairment

Non-financial assets other

are reviewed for possible reversal of the
impairment at each reporting date.
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Notes to the Consolidated Financial Statements
S M ERRME

2. Basis of preparation and accounting
policies (cont’d)

(f)

(9)

Leases

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

Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost is determined
using the first-in, first-out (“FIFO”) method.
Net realisable value is the estimated selling
price in the ordinary course of business,
less applicable variable selling expenses.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(h)

i)

0

Trade and other receivables

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. A provision for impairment of
trade and other receivables is established
when there is objective evidence that the
Group will not be able to collect all amounts
due according to the original terms of
receivables. The amount of the provision is
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the original
effective interest rate. The carrying amount
of the assets is reduced through the use of
an allowance account, and the amount of
the loss is recognised in the consolidated
income statement. When trade and other
receivables are uncollectible, they are
written off against the allowance account
for receivables. Subsequent recoveries of
amounts previously written off are credited
to the consolidated income statement.

Cash and cash equivalents
Cash and cash equivalents include cash in
hand and deposits held at call with banks.

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.
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Notes to the Consolidated Financial Statements
RS M ERRME

2. Basis of preparation and accounting
policies (cont’d)

)

()

(m)

Trade payables

Trade payables are recognised initially at
fair value and subsequently measured at
amortised cost using the effective interest
method.

Borrowings

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.

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

Borrowings costs

General and specific borrowing costs
directly attributable to the acquisition,
construction or production of qualifying
assets, which are assets that necessarily
take a substantial period of time to get
ready for their intended use or sale, are
added to the cost of those assets, until
such time as the assets are substantially
ready for their intended use or sale.
Investment income earned on the
temporary investment of specific
borrowings pending their expenditure on
qualifying assets is deducted from the
borrowing costs eligible for capitalisation.
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting
policies (cont’d)

(m) Borrowings costs (cont’d)

(n)

All other borrowing costs are recognised in
profit or loss in the period in which they are
incurred.

Employee benefits

(i) Employee leaves
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 end
of reporting period.

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

(i) Bonus plans

The expected cost of bonus
payments are recognised as a liability
when the Group has a present legal
or constructive obligation as a result
of services rendered by employees
and a reliable estimate of the
obligation can be made.

Liabilities for bonus plans are
expected to be settled within twelve
months and are measured at the
amounts expected to be paid when
they are settled.
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Notes to the Consolidated Financial Statements
RS M ERRME

2. Basis of preparation and accounting
policies (cont’d)

(n) Employee benefits (cont’d)

(i)

Pension obligations

Following the adoption of the
Mandatory Provident Fund (“MPF”)
Scheme in December 2000, all
employees of the Group employed in
Hong Kong joined the MPF Scheme.
Under this scheme, employees
and the Group are required to
make contributions to the scheme
calculated at 5% of the individual
employee’s monthly basic salaries,
subject to a cap of HK$1,500 which
was increased from HK$1,250 with
effective from 1st June 2014. The
Group’s contributions to this scheme
are expensed when they are due.
The assets of the scheme are held
separately from those of the Group in
independently administered funds.

The Group’s employees in the
People’s Republic of China (the
“PRC”) are covered by various
government sponsored pension
plans. These government agencies
are responsible for the pension
liabilities to these employees. The
relevant group companies pay
monthly contributions to these
pension plans based on certain
percentages of the salaries, subject to
a certain ceiling.

Under these plans, the Group has
no legal or constructive obligation
to make further payments once the
required contributions have been
paid. Contributions to these plans are
expensed as incurred.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(n) Employee benefits (cont’d)

(iv)

Share-based payment

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

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

° 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 or holding shares for a
specified period of time).
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Notes to the Consolidated Financial Statements
RS M BERRME

2. Basis of preparation and accounting
policies (cont’d)

()

(0)

Employee benefits (cont’d)

(iv)  Share-based payment (cont’d)
The total
over the vesting period, which is the

expense is recognised
period over which all of the specified
vesting conditions are to be satisfied.
At the end of each reporting period,
the entity revises its estimates of
the number of options that are
expected to vest based on the non-
market performance and service
conditions. It recognises the impact
of the revision of original estimates, if
any, in the 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 (nominal
value) and share premium.

Current and deferred income tax

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

income or directly in equity, respectively.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting
policies (cont’d)

(0) Current and deferred income tax
(cont’d)

(i)

(i)

Current income tax

The current income tax charge
is calculated on the basis of the
tax laws enacted or substantively
enacted at the statement of financial
position date in the countries where
the Company and its subsidiaries
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, the deferred income tax
is not accounted for if it arises from
initial recognition of an asset or liability
in a transaction other than a business
combination that at the time of the
transaction affects neither accounting
nor taxable profit or loss. Deferred
income tax is determined using
tax rates and laws that have been
enacted or substantively enacted by
the statement of financial position
date and are expected to apply when
the related deferred income tax asset
is realised or the deferred income tax
liability is settled.
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Notes to the Consolidated Financial Statements
TS M ERRME

2.

Basis of preparation and accounting
policies (cont’d)

(0)

Current and deferred income tax
(cont’d)

(i)

Deferred income tax (cont’d)

Inside basis differences (cont’d)
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.

Outside basis differences
Deferred income tax liabilities are
provided on taxable temporary
differences arising from investments
in subsidiaries except for deferred
income tax liability where the timing
of the

difference

reversal of the temporary
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.

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

2. Basis of preparation and accounting
policies (cont’d)

(0)

(9)

Current and deferred income tax

(cont’d)
(i) 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.

Provisions

Provisions are recognised when the
Group has a present legal or constructive
obligation as a result of past events, it is
probable that an outflow of resources will
be required to settle the obligation, and the
amount has been reliably estimated.

Provisions are measured at the present
value of the expenditures expected to be
required to settle the obligation using a
pre-tax discount 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.
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Notes to the Consolidated Financial Statements
RS M ERRME

2.

Basis of preparation and accounting
policies (cont’d)

(a)

(r)

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

(i) Sales of goods are recognised when
goods are delivered to customers, the
customer has accepted the products
and collectibility of the related
receivables is reasonably assured.

(i) Interest income is recognised on
a time-proportion basis using the
effective interest method.

Dividend distribution

Dividend distribution to the company’s
shareholders 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.
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Notes to the Consolidated Financial Statements

3. Financial risk management

3.1

Financial risk factors

The Group’s activities expose it to a variety
of financial risks: market risk (including
foreign currency risk and interest rate risk),
credit and counterparty risk and liquidity
risk. The Group’s financial risk management
focuses on the unpredictability of financial
markets and seeks to minimise potential
adverse effects on the Group’s financial
performance by actively managing debt
level and cash flow in order to maintain a
strong financial position and minimising
refinancing and liquidity risks by attaining
healthy debt
appropriate maturity profile and availability

repayment capacity,

of banking facilities.

(@  Market risk
(i) Foreign exchange risk
The Group operates principally
in Hong Kong and in Mainland
China and is exposed to foreign
exchange risk arising from
various Currency exposures,
primarily with respect to the
United States dollars (“USD”)
(“RMB”).
Foreign exchange risk mainly

and Renminbi

arises from future commercial
transactions, recognised
assets and liabilities, which are
denominated in a currency that
is not the functional currency
of the group entities. In order
to mitigate the foreign currency
risk, the Group has been closely
monitoring its foreign currency
exposure and requirements and
will arrange for any hedging
facilities if necessary.
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Notes to the Consolidated Financial Statements
TS M ERRME

3.

Financial risk management (cont’d)

3.1

Financial risk factors (cont’d)
Market risk (cont’d)

@

U)

Foreign exchange risk (cont’d)
As HKD is pegged against
USD, the Group is exposed
to limited exchange rate
fluctuation. As a result, the
exchange rate risk exposure
in respect of USD is not
significant. While for RMB,
the exchange rate fluctuation
is relatively volatile. At 31st
December 2014, if RMB had
strengthened/weakened by 5%
(2013: 5%) against HKD with all
other variables held constant,
post-tax profit would have
been HK$1,365,000 higher/
lower (2013: post-tax profit of
HK$1,280,000 higher/lower)
respectively mainly as a result
of foreign exchange gains/
losses on translation of RMB-
denominated financial assets
and liabilities.
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Notes to the Consolidated Financial Statements

3. Financial risk management (cont’d)

3.1 Financial risk factors (cont’d)
(@)  Market risk (cont’d)

(i)

Interest rate risk
The Group’s income and
operating cash flows are
substantially independent of
changes in market interest
rates and the Group has no
significant interest-bearing
assets except for the bank
balances and deposits, details
of which have been disclosed
in Notes 19 to 20. The Group’s
exposure to changes in interest
rates is also attributable to its
borrowings, details of which
have been disclosed in Note
23. Borrowings carry at floating
rates expose the Group to cash
flow interest-rate risk whereas
those carry at fixed rates
expose the Group to fair value
interest-rate risk. As at 31st
December 2014, approximately
34% (2013: Nil) of the Group’s
borrowings were carried at
floating rates and expose the
Group to cash flow interest-
rate risk. The Group has not
used any interest rate swaps
to hedge its exposure against

cash flow interest-rate risks.

= & M5B RME

3. MEEREHEGR)

31 MEEBEE(GE)
(@ WAL ()

(i)

FI= R
HRAKEBITESRFEE
E AUBBRTESHEER
SN REERHRARKCERS
MEABETZMISHEEE)
IVE . MABRITEBRN
BEMFI9E20HE - KN&E
B BT 35 e B ) == 42 & 3 B 7T 2K
BEf6E - BBAFBEMNE2S
B REBANEGTENEE
FEAKREAHBESRENER
e - MIREEFXRGEHEE
AfEASEEHAFERSF
KRR RZT—WE - 7
B EFTEMALU%(ZF
—=F:\|)BE  F4A5ER
HESRENERR - AEH
I 4% ) A A AT ) 3 2 HR 2 R 3
SRR R o

—ZT—MFEFHK Annual Report 2014

e

93

iy



94

Notes to the Consolidated Financial Statements
RS M BERRME

3.

Financial risk management (cont’d)

3.1

Financial risk factors (cont’d)

@

(b)

Market risk (cont’d)

(i)  Interest rate risk (cont’d)
As at 31st December 2014,
if interest rate has increased/
decreased by 25 basis points
with all other variables held
constant, profit for the year
ended 31st December 2014
would have been HK$54,000
(2013: Nil)
mainly as a result of increase/

lower/higher,

decrease in interest expense on
borrowings.

Credit and counterparty risk

Credit risk mainly arises from
bank deposits, trade and other
receivables, and other deposits. The
carrying amounts of these balances
substantially represent the Group’s
maximum exposure to credit and
counterparty risk in relation to
financial assets.

As at 31st December 2013 and 2014,
all the bank deposits are deposited
in high quality financial institutions
without significant credit risk. The
credit risk on bank deposits is limited
because over 70% of the Group’s
bank balances are placed with
subsidiaries of state-owned banks
and others are placed with reputable
financial institutions. Management
does not expect any loss from non-

performance of these banks.
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Notes to the Consolidated Financial Statements

3. Financial risk management (cont’d)

3.1 Financial risk factors (cont’d)

(b)

(©

Credit and counterparty risk (cont’d)

In order to minimise the credit risk,
the management of the Group has
delegated a team responsible for
determination of credit limits, credit
approvals and other monitoring
procedures to ensure that follow-up
action is taken to recover overdue
trade and other receivables. In
addition, the Group reviews regularly
the recoverable amount of each
individual trade and other receivables
to ensure that adequate impairment
losses are made for irrecoverable
amounts. Rental deposits made to
landlords are also considered to be of
low risk. In this regard, the directors
of the Company consider that the
Group’s credit risk is significantly
reduced. The Group has no
significant concentration of credit risk,
with exposure spread over a number
of counterparties and customers.

Liquidity risk

Prudent liquidity risk management
includes maintaining sufficient cash
and availability of funding from an
adequate amount of committed credit
facilities. Management maintains
rolling forecast of the Group’s liquidity
reserves which comprises undrawn
banking facilities and cash and cash
equivalents, on the basis of expected
cash flows.
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Notes to the Consolidated Financial Statements
RS M BERRME

3.

Financial risk management (cont’d)

3.1

Financial risk factors (cont’d)

(©

Liquidity risk (cont’d)

The table below analyses the Group’s

financial

liabilities into relevant

maturity groupings based on the

remaining period at the date of
financial reporting to the contractual
maturity date. The amounts disclosed

in the table are the contractual

undiscounted cash flows.

At 31st December 2014

Group

Trade and other payables

Borrowings

Interest payment on
borrowings

Company
Other payables
Amounts due to subsidiaries

At 31st December 2013

Group

Trade and other payables

Borrowings

Interest payment on
borrowings

Company
Other payables
Amounts due to subsidiaries

R=2-ME+-A=t+-H
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A REMENTA
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Notes to the Consolidated Financial Statements

Financial risk management (cont’d)

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 debit.

Consistent with others in the industry, the
Group monitors capital on the basis of the
gearing ratio. This ratio is calculated as total
borrowings divided by total equity.

The Group’s strategy was to maintain a
solid capital base to support the operations
and development of its business in the long
term. Given its existing principal business,
management considers a gearing ratio
as measured by total borrowings to total
equity of not more than 50% as solid and
reasonable. The table below analyses the
Group’s capital structure at 31st December
2018 and 2014 as follows:
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Notes to the Consolidated Financial Statements
RS M ERRME

3.

Financial risk management (cont’d)

3.2

3.3

Capital risk management (cont’d)

Total borrowings BEE
Total equity farEns
Gearing ratio BEAMRBHLE

Note:

Decrease in gearing ratio during the year is a
result of the decrease in total borrowings.

Fair value estimation

The carrying value of trade and other
receivables, bank balances and deposits,
trade and other payables and borrowings
are a reasonable approximation of their fair
values. The fair value of financial liabilities
for disclosure purposes is estimated by
discounting the future contractual cash
flows at the current market interest rate that
is available to the Group for similar financial
instruments.
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Notes to the Consolidated Financial Statements

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 estimates and
assumptions that have a significant risk of
causing a material adjustment to the carrying
amounts of assets and liabilities of the Group are
discussed below.

(@) Provision for impairment of trade and

other receivables

The policy for provision for impairment of
trade and other receivables of the Group
is based on the evaluation of collectability
and on management’s judgement. A
considerable amount of judgement
is required in assessing the ultimate
realisation of these receivables, including
the current creditworthiness and the past
collection history of each customer. If
the financial conditions of customers of
the Group were to deteriorate, resulting
in an impairment of their ability to make
payments, additional allowances may be
required.

(b) Provision for impairment of inventories
The management of the Group reviews
the marketability of inventory items at
the end of each reporting period, and
makes allowance for obsolete and slow-
moving inventory items identified that
are no longer suitable for sale. The
management estimates the net realisable
value for inventories based primarily on the
latest invoice prices and current market
conditions. The Group carries out an
inventory review on a product-by-product
basis at the end of each reporting period
and makes provision for obsolete items.

& M55 RMEE

R & &t fli st & FER

AprRiaEgREtRR(BREAREMNF
EHZ AR TR AR ERAN G KA
B - NTREEARREFAREEERARBLZ
REEAFHEARBZ A RREZH®

(@ EBIZRHEMmEBWREAZBERE

AR 5 Bt AR 2 o B
55 A T M B 3 7 1 T R R
HERERERE RREREN TR
FRBHE  BESAESZAREER
B - WAREESH B A
BB HIBENKES - BIASHEES
el -

(b) FERERE
AEEEEEREERPRERFERHE
ZHEMBRUHBERSTHBEGHEZB
BRFHEETFmETHEE  EEEXIER
BRI ZERERRBAMAGETEFE

BREMENTHFERR  LTHBRMEED
Y
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Notes to the Consolidated Financial Statements
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4.

Critical accounting estimates and
judgements (cont’d)

(c)

(d)

Provision for bonus and customer
claims

Management reviews the provision for
bonus and customer claims at the end
of each reporting period to determine
whether the provision is adequate based
on historical experience and most reliable
estimates. Significant judgement is required
in determining the provision for bonus and
customer claims.

Employee benefits — share based
payments

The determination of the fair value of the
share options granted requires estimates
in determining the expected volatility of
the share price, the dividends expected
on the shares, the risk-free interest rate
for the life of the option and the number of
share options that are expected to become
exercisable as stated in Note 8. Where the
outcome of the number of options that are
exercisable is different, such difference will
impact the consolidated income statement
in the subsequent remaining vesting period
of the relevant share options.

Segment information

The Group determines its operating segments

based on the reports reviewed by the chief

operating decision-maker that are used to make

strategic decisions. The chief operating decision-

maker has been identified as the executive

directors of the Company. The chief operating

decision-maker assesses the performance of the

operating segments based on a measure of profit

attributable to equity holders of the Company.

China Pipe Group Limited HEIEX£&EHERAR

4.

HEE

(c)

(d)

FH{EEH B FIER (48)

AREFHEERE

ERENE S RERBREARESHE

ﬁﬁ 2048 1 AR B T T SE R0 1 R T
R RATRARES BERE

%'ﬁkixmﬂ%o

BERF - LURGOBERNK

BERLBRENAAEAMGRERS
FRBIRE - AEFERDIRMTORE - B
RETT {3 B0 S LB M) 2 Ko AT A 1T A
BRESEZRARINNHES - HERAT
TENBERERBAMRE  ZZ8EE
R R LR RIS R B MK R A W
SRBATE -

SBEH

ARE IR B R LR E BB LR AR K

MSREBEEHEESI - 5ELE

BARR

AR A AR M AR L &

ORIREWRTE
BIZHITES - BRKEREEREBEERAD
B EPHIRIE -



Notes to the Consolidated Financial Statements

Segment information (cont’d)

During the vyear, the Group has only one
reportable segment, which is trading of pipes
and fittings. Trading of pipes and fittings includes
wholesale, retail and logistics operations
substantially in Hong Kong and Macau.

Geographical information

The Group is domiciled in Hong Kong. The
Group’s revenue from external customers by
geographical location are detailed below:

& M55 RMEE

SWBEH (&)

RER > AEERAEREREREHE S —HA
FTERONE - BREMNEMGEZIBRIBESTE
NORFI 2 L% - TERYIRE

HESHER
AEBERAES o AEERIBES KGN
BRHMAMT

Revenue

A
For the year ended
31st December
BET+T"A=1+—HLEE

Hong Kong BB
Mainland China B AT,
Macau JBPY

The Group’s non-current assets by geographical

location are detailed below:

Hong Kong
Mainland China

e
B A3t

2014 2013
—Z—mE —EF—=F
HK$’000 HK$’000
T#T FHBT
468,503 483,866

- 708

85,342 19,569
553,845 504,143

AEEZE D B IEREEELNT

2014 2013
—Z—mE —ET—=F
HK$’000 HK$’000
T#T FHBT
8,484 5,905
2,646 5,653
11,130 11,558
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Other (losses)/gains, net

Net exchange (loss)/gains

Net gain/(loss) on disposal of
property, plant and equipment

Loss on disposal of a subsidiary
(note 27(b))

Others

China Pipe Group Limited HEIEZ£EEERAE

Notes to the Consolidated Financial Statements
e MBRERME

6. Hfth(BER) aPHE

2014 2013
—E—@mg —E—=F
HK$’000 HK$'000
FET FHET
BE 5 (E18), s F R (1,201) 1,743
HEME - BERE
2 Wz (B8 F R 87 (216)
& — R B A FEE (3 27(0)
(871) -
Hih 124 1,041
(1,861) 2,568




Notes to the Consolidated Financial Statements

Expenses by nature

Operating profit is arrived at after charging:

Cost of inventories sold (Note 17)
Auditor’s remuneration
Depreciation of property,
plant and equipment
Employee benefit expenses
(including directors’
emoluments (Note 8))
Operating lease payments
(Note 14)
Provision for impairment of trade
and other receivables, net
Provision for impairment of
inventories, net
Other expenses

Representing:

Cost of sales

Selling and distribution costs

General and administrative
expenses

7. BAXHMHE

BEHEZFERA (KFE17)
=R B2
ME - BELREITE

BTRMNAX
(BRESME (FIEES))

REEVER (KE14)

B 5 M EMRKIA
ER R
TFERERFHFE

HABFIZ

o

Sh e R

S R SR
—MRITHE R

"

& M55 RMEE

MR TIIRBRESR ¢

2014 2013
—=—MmE —E—=F
HK$’000 HK$'000
T#T FHBT
406,494 372,928
1,108 989
1,409 1,936
63,539 59,396
17,687 17,727
43 128

1,078 2,144
34,216 30,339
525,574 485,587
416,116 384,718
19,032 14,867
90,426 86,002
525,574 485,587
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Employee benefit expenses
(including directors’ emoluments)

Wages and salaries

Pension costs — defined

contribution plans

Share based payment (note)

Note:

TERHT

RIRERA —

8. ERM

AR A R EERE 2 (R (BRE)

Details of share options are as follows:

Grantor

RIHA

The Company
YN
The Gompany
AR
The Gompany
AR

Total

Date of grant

RHRH

3rd December 2009
“EENET-R=H
5th May 2010
“£-ZFRARTA
8th June 2011
“Z2——%~ANA

L

China Pipe Group Limited HEIEZ£EEERLE

Notes to the Consolidated Financial Statements
R eSMBHRME

R (BEEEHe)

2014 2013
—Z—mQmF —F=F
HK$’000 HK$’'000
FERT BT
61,405 56,872

TE R TG 2
1,794 1,766
340 758
63,539 59,396

BdaE :

FERERBET

Exercise 31t Granted st
Price December and December
HKS 2013 accepted Exercised Lapsed 2014
i — = BRI ZE-mE
AT t-A=1-H izl B B4 +=B=1-A
0.071 345,000,000 - - (162,000,000 183,000,000
0.083 16,000,000 - - - 16,000,000
00392 10,000,000 - - - 10,000,000
371,000,000 - - (162,000,0000 209,000,000




Notes to the Consolidated Financial Statements

Employee benefit expenses
(including directors’ emoluments)
(cont’d)

Note: (cont’d)

The share options are divided into 3 tranches with
exercise price of HK$0.071, HK$0.083 and HK$0.0392
and have option period from 3rd December 2009 to
2nd December 2019 (both days inclusive), 5th May
2010 to 4th May 2020 (both days inclusive) and 8th
June 2011 to 7th June 2021 (both days inclusive)
respectively. Details for the exercisable period are
shown in Note 21.

The estimated fair value of share options granted
is based on the Binomial model. The significant
inputs into the models are as follows:

8th June 2011
—Z—FXANR

= & MR

ERRFAX (EREFME) (&)

BeE - (&)

BERSAE D BIIRTTE (8 0.071 7 7T ~ 0.083 7 7T 2 0.0392
B =R - ZEERESRE SR AR_STAF
+-A=HZ_ZT—hAF+-_A_H(BEEERA) -
H-_ZEZ-ZEERAREBE-_Z_ZTFERANA(BEE
ERMB)VMBH-_ZE—FNANBE_E-_—FxAt
H(BREEREMA) - TEARF BRI 215 E -

ERDBRENGS AR EBERE A EER
A8 - WAZBEANER2E8WMT -
3/

5th May 2010  3rd December 2009
“E-Z¥5RAAH —EEAF+=BAZ=H

HK$0.0392 HK$0.083 HK$0.071
49% 55% 54%

10 years 10 years 10 years
104F 104 1045
2.255% 2.86% 2.16%
2.75% 3.10% 3.58%

Company

Date of grant #HAM
Exercise price (o
Expected volatility TEHRER R
Option life RIS
Annual risk free interest rate FEERRA X
Dividend yield Ze%

Fair value DA EE

HK$0.014 ~ HK$0.016  HK$0.026 ~ HK$0.038  HK$0.021 ~ HK$0.031

The expected volatility measured at the standard
deviation is based on the historical data of the
weekly share price movement of comparable
companies of the Company.

REEZAEZARRBHERARRZALR
AIEARMEREROE L BIE -
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Notes to the Consolidated Financial Statements

i & W 35 8 R B o

8. Employee benefit expenses

(including directors’ emoluments)

(cont’d)

(@) Directors’ emoluments

The remuneration of each Director for the
year ended 31st December 2014 and 2013

is set out below:

Name of Director

Lai Guanglin

Yu Ben Ansheng (note (i)
Lai Fulin

U Kean Seng

Tsang Wai Yip (note (i)
Wong Yee Shuen, Wilson
Chen Wei Wen

Yang Li

EEnE

Lai Guanglin
preaiEd()
BRER

B (k)
AIME

f

5+

Gl

X

=

T o

<+

China Pipe Group Limited HEIEX£&EHERAR

8. REEBMAX(BREFEE)(HE)

(@ E=Me
BEEENBE_ZTHNFR-_T—=F
TZA=t—HILFENMESEHTIAT

For the year ended 31st December 2014
BE_Z-MET-AST-HLEE
Group’s
Salaries contributions
and other Discretionary to retirement Share based

Fees benefits bonus scheme payment Total

FEEY

HeR Bkl LRRA

e  HiEd | B8R <HH  ERMAR #3
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
TR TF#L T#L TR TET TR
- 4,996 272 - - 5,268
- 2,424 391 17 - 2,832
- 1,626 324 17 28 1,995
200 - - - 17 217
132 - - - 54 186
200 - - - 6 206
150 - - - 14 164
200 - - - 16 216
882 9,046 987 34 135 11,084




8.

Employee benefit

(including directors’ emoluments)

(cont’d)

Notes to the Consolidated Financial Statements

expenses

(@) Directors’ emoluments (cont’d)

Name of Director

Lai Guanglin

Yu Ben Ansheng (note (i)
Lai Fulin

U Kean Seng

Tsang Wai Yip (note (i)
Wong Yee Shuen, Wilson
Chen Wei Wen

Yang Li

j ¢ 3.1

Lai Guanglin
preaiEd()
BRER

FaMBERME

8. ERBETMX(BREEFH&)(HE)
(@) E=M< (&)
For the year ended 31st December 2013
BE -5t A=t-HIEE
Group’s
Selaries contributions
and other  Discretionary to retirement  Share based

Fees benefits bonus scheme payment Total

AEEY

Fek BiRiTE DRGDA

e EMENM  BERL i ERONR Lk
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT THL THL THT THT
- 3,348 267 - - 3,615
- 2,344 187 15 - 2,546
- 1,685 122 15 104 1,826
200 - - - 62 262
132 349 - 21 198 700
200 - - - 21 221
150 - - = 35 185
200 - - - 28 228
882 7,626 576 51 448 9,583

—ZT—MFEFHK Annual Report 2014
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Notes to the Consolidated Financial Statements

L EauEEEmE

8. Employee benefit expenses 8. REARTAX(EREETFM<)(E)
(including directors’ emoluments)
(cont’d)
(a) Directors’ emoluments (cont’d) (a) E=M< (E)
Notes: BifsE
()  Yu Ben Ansheng is the Chief Executive i) AREERRFNEERITE °
Officer of the Company.
(i)  Re-designated from executive director to iy RZZE—=F_A+HAABHPTESHT
non-executive director on 15th February BIFNITES YN —_ZT—MWNE+—A
2013 and resigned on 15th November +HEBHE -
2014.
The emoluments of the directors fell within BEEMESNTUATAER :

the following bands:

2014 2013

—Z—msE —F—=F

Nil = HK$1,000,000 & —1,000,000%8 7T 5 5
HK$1,500,001 — HK$2,000,000 1,500,001 7% 7T — 2,000,000 7T 1 1
HK$2,500,001 — HK$3,000,000 2,500,001 7 7T — 3,000,000 & 7T 1 1
HK$3,500,001 — HK$4,000,000 3,500,001 7 7T — 4,000,000 7T - 1
HK$5,000,001 — HK$5,500,000 5,000,001 77T — 5,500,000 7% 7T 1 -
8 8
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8.

Notes to the Consolidated Financial Statements

Employee benefit expenses
(including directors’ emoluments)
(cont’d)

(b)

Five highest paid individuals

The five individuals whose emoluments
were the highest in the Group for the year
include three (2013: three) directors whose
emoluments are reflected in the analysis
presented above. The emoluments paid to
the remaining two (2013: two) individual(s)
were as follows:

Salaries and other short-term
employee benefits

Discretionary bonus BISTEAT

Pension costs — defined
contribution plans

Share based payment

AR A7 S EERE B0 53K

= & MR

EREFMAZ (ERESHE)(E)

(b)

FehHEMmEREEREN

RIRE A — E R

AfuBEEHAL

RER AEBRAMNESHALTRE=N
—E-=F:Z)EF HFeEREL

XENHA MR - TR TFHEHBH A (ZF
—=F: ) AT ZMemT ¢

2014 2013
—Z—mE —E—=F
HK$’000 HK$'000
T#T FHT
2,986 3,174

788 245

15 15

92 90

3,881 3,524

—ZT—MFEFHK Annual Report 2014
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Notes to the Consolidated Financial Statements
S M ERRME

8. Employee benefit expenses 8.
(including directors’ emoluments)
(cont’d)

(b) Five highest paid individuals (cont’d) (b)
The emoluments of the two (2013: two)
individual(s) fell within the following bands:

AfuBRESEHAL(E)
ZR(ZE—=F: ZR)BRaFALZH
AT T 2IEE

EREFMAZ (ERESHE)(E)

2014
—g-ms
HK$1,500,000 — HK$2,000,000 1,500,000 7T — 2,000,000 7 7T 1
HK$2,000,001 — HK$2,500,000 2,000,001 /7T — 2,500,000 77T 1
(c) Senior management remuneration by ) EREBAEHMEHE
band

The remuneration of senior management fell
within the following bands:

£ —1,000,000/87C
1,000,001 77T — 1,500,000 8 7T
1,500,001 77T — 2,000,000 7 7T

Nil - HK$1,000,000
HK$1,000,001 - HK$1,500,000
HK$1,500,001 - HK$2,000,000

ARREEABSNZHMNF T HHE

2014 2013
—E—mF —ER—=F
1 4

3 —

1 1

5 5

China Pipe Group Limited HEIEX£&EHERAR
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Notes to the Consolidated Financial Statements
e MBEERERMEE

Finance costs, net

Bank interest income

Interest expense on bank
borrowings wholly repayable
within one year

Tax expense

Current taxation:
Hong Kong profits tax
Overseas tax
Qver-provision in prior years

Total current tax
Deferred taxation (Note 24):
Origination and reversal of

temporary differences

Tax expense

9. MEBHRRSH
2014 2013
—Z—mF —T=F
HK$’000 HK$’000
FiET FA&TT
RITHBUHA (1,267) (863)
AR—FRNBEEEZ
RITEEZFEX N
1,586 1,729
319 866
10. RIESZH
2014 2013
—E—mF —T=F
HK$’000 HK$’000
FET F&TT
BNERRR IS :
BEBFEH 3,939 3,457
BN IR 417 93
AR E %42 (109) (14)
BEAFR TR 4B RE 4,247 3,536
RIEFRIAE (M7t 24) :
= RE 7 A M
115 61
HELH 4,362 3,597

—ZT—MFEFHK Annual Report 2014
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Notes to the Consolidated Financial Statements
RS M ERRME

10. RIAZH (M)

10. Tax expense (cont’d)

Hong Kong profits tax has been provided at the BB ST A FE N FHERT R MR E 16.5%
rate of 16.5% (2013: 16.5%) on the estimated =% :16.5%) FTiR < BINRETDRIEF
assessable profit for the year. Taxation on A2 (et RS MR AN EB KL EBEBRR 2
overseas profits has been calculated on the 1TIREETE -
estimated assessable profit for the year at the
rates of taxation prevailing in the countries in

which the Group operates.

The tax on the Group’s profit before income tax AEEFBERA RN MBS HEBRERATS
differs from the theoretical amount that would MEHEMTE 2B mii i s =58 :
arise using the Hong Kong profits tax rate as

follows:
2014 2013
—Z—MmEF T =%
HK$’000 HK$’'000
T#T FiIT
Profit before income tax FA & A 26,091 20,258
Tax calculated at tax rate of #16.5% (ZZF—=%F : 16.5%)
16.5% (2013: 16.5%) MEGTE 218 4,305 3,343
Effect of different tax rates in HAb RlE 5 TR R 2 f &
other jurisdictions (376) (862)
Utilisation of previously 152 F SE R R TR 2 TR IR B 18
unrecognised tax loss (401) (196)
Unrecognised tax losses RERTIAEE 701 941
Tax effect of income not AR WA Z BIa R &
subject to taxation (118) (194)
Tax effect of expenses not NAHIR 2 S 2 B Ta s &
deductible for taxation purposes 360 79
Over-provision in prior years ZRIFE %R (109) (14)
Tax expense MBS 4,362 3,597
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11.

12.

Notes to the Consolidated Financial Statements

Profit attributable to equity holders

The profit attributable to equity holders of the
Company is dealt with in the financial statements
of the Company to the extent of HK$1,919,000
(2013: HK$87,881,000).

Earnings per share

The calculation of the basic and diluted earnings
per share is based on the profit attributable to
equity holders and weighted average number
of shares with adjustments where applicable as
follows:

Profit attributable to equity
holders of the Company for
the purpose of basic
earnings per share

B EE

Number of shares
Weighted average number of

of basic earnings per share

Diluted earnings per share is calculated by
adjusting the weighted average number
of ordinary shares outstanding to assume
conversion of dilutive potential ordinary shares
arising from the Company’s share options.
Diluted earnings per share for the years ended
31st December 2013 and 2014 equal basic
earnings per share as the exercise of the
outstanding share options would be anti-dilutive.

The number of shares held as at 31st December
2014 is disclosed without taking into account the
effect of the Share Consolidation which became
effective on 19th January 2015.

11.

12.

AEERERRNZ
AR BB ARG EF

SATEBREARTZ
ordinary shares for the purpose AR D 2 INET A% 2K

& M55 RMEE

B IEISH ARG RT

KRFEFERE AEMEFRY S HRERARIEL
£1,919,000% 7t ( =& — = F : 87,881,000/8
JT) °

=sRET

TRIRA EBREART NS RN RIEF
MR A ARG & B BT B T
VIRRER (R ER T UAAE):

2014 2013
—F—mF e
HK$’000 HK$'000
FET FAT
21,729 16,661
Thousand Thousand
TFhx T
13,332,700 18,332,700

STESREERNE EHERITEERZ N
THEIEH AR - URERABAEEB N Z KT
FREREERHSEHR HE_T—=FK=_F
—NFE+ZA=+—BILMEAFE - BITERTT
FREREAREEYE  RUtMETE 2 SRE
SRS NESREAZF

HRBRHBEHR_ZE—RAF—ATABER  »©
—E-mEF A=t HAERMPEE TR
B & GHE AT A D BB FrEk5 -
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Notes to the Consolidated Financial Statements

\
V.S z
fra M HHmERME
13. Dividend 13. &R
At the Board meeting held on 23rd March 2015, R-CE—RE="A-+=HETNESS S
the Board did not recommend the payment of a F EEgTEEkEHE-_T—NOF+=-A
final dividend for the year ended 31st December —t+t—HIEFEZREARE (ZZ—=F : &)
2014 (2013: Nil).
14. Property, plant and equipment 14. Y% - BERRE
Group NEE
Plant, Office furniture,
machinery ~ Leasehold fixtures and Office Computer
and equipment  improvements fittings ~ equipment  equipment Motor vehicles Total
BE - BE BAZER
Rk BEWERE  RERRG YRR ERRGE RE ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TiEn TR TiEn TR T TiEn TR
Cost 728
At 1st January 2014 N-F-mE-A-A 8,614 11,145 914 101 8,808 3,967 33,544
Exchange differences Bz (106) ) @ @ ) (20 (174)
Adaitions hE 543 n 5 - 4 1,432 2740
Disposals ik (642) (149) - - - - (790)
Disposal of a subsidiary HE—EHEAR
(Note 271b) (E270) (4,050) (1,623) - (79) 23) (425) (6,200)
At 31t December 2014 RZE-MET-A=1-H 4,359 10,048 o7 20 8,622 4,954 2,120
Accumulated depreciation ~ EHHE
At 1st January 2014 N-F-mE-A-A 6,203 9,849 830 16 7,681 3,027 21,762
Exchange differences EHER (62) (20 2 (1) - (10 (95)
Charge for the year TEERE 478 283 R 2 %7 w 1,409
Disposals e (639) (149) - - - - (781)
Disposal of a subsidiary HE—BHEAR
(Note 271b) (E270) (2,345) (797) - (57) Ul (260) (3.466)
At 31t December 2014 RZE-MET-A=1-H 3,725 9,167 860 20 147 3,104 2823
Net book value FEsE
At 31t December 2014 W-E-ME+=A=+-A 634 881 57 - 875 1,850 497
114 China Pipe Group Limited HEIEX£&EHERAR
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FEMBERME

14. Property, plant and equipment 14. W% - BRERE&E ()

(cont’d)
Group (cont’d) REE (E)
Plant, (Office fumiture,
machinry Leasehold  fixtures and (ffice Computer
and equipment  improvements fitings equipment equipment  Motor vehicles Total
fiz  #a BAERM
Wi RENFRE  RERRK 5% Bk & g
HKS" 000 HKS" 000 HKS" 000 HKS" 000 HKS" 000 HKS' 000 HKS" 000
Tt Th TR Tk Th T Titr

Cost 728

At 1st January 2013 R-2-=%-8-H 8,624 10805 869 9 7613 4231 27
Exchange diferences Bz 119 4 2 2 1 3 02
Addtions AE 1 293 7K] - 1,189 - 1536
Disposals ik (140) - - - - 301) (t41)

At 31st December 2013 RZF-=E+2A=1-A 8614 11,145 914 101 8,803 3967 33,544

Accumulated depreciation &

At 1st January 2013 W-F-=£-f-A 5,74 9,283 79 68 7499 2678 25,866
Exchange differences EiEE 62 16 2 1 - 10 o
Charge for the year KEENE 720 580 2 7 188 42 193
Disposdls il (63) - - - - (68) (131)

At 815t December 2013 R-B-=E+A=1-H 6,293 9849 830 76 7,687 8,007 27,762

Net book value BE3E

At 315t December 2013 WE-=F+-A=1-H 231 1,29 8 % 1,116 90 5,182

—ZT—MFEFHK Annual Report 2014
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14. Property, plant and equipment

(cont’d)

Company

Cost
At 1st January 2014 and
31st December 2014

Accumulated depreciation
At 1st January 2014
Charge for the year

At 31st December 2014

Net book value
At 31st December 2014

Cost
At 1st January 2013 and
31st December 2013

Accumulated depreciation
At 1st January 2013
Charge for the year

At 31st December 2013

Net book value
At 31st December 2013

j5%.-3
RZE—NFE—A—HK
—Z-MFE+=-A=+—H

RINE
K-F-mFE—F—H
AEEHE

R_ZE—NFE+-_A=+—H

IRERE
R_ZE—NF+-A=+—H

3%
R-ZE—=F—HA—BK
—ZT—=F+-A=+—H

EWINE

R-E—=—A—H
AEEHE

RZZE—=F+_A=+—H

IR E
RZE—=F+-A=+—H

China Pipe Group Limited HEIEX£&EHERAR

Notes to the Consolidated Financial Statements
RS M ERRME

14. 5% - BB Raxm (i)

PO /NE|
Office furniture,
Leasehold fixtures and
improvements fittings Total
BAERME
HEMERE RER®E #am
HK$’000 HK$’000 HK$’000
TER TER TET
208 41 249
184 24 208
24 9 33
208 33 241
- 8 8
208 41 249
124 16 140
60 8 68
184 24 208
24 17 41




Notes to the Consolidated Financial Statements
e MBEERERMEE

7

14. Property, plant and equipment 14. %  BERRE (&)
(cont’d)
Lease rentals amounting to HK$17,502,000 EYEMAEHEEFENEER S A A
(2013: HK$17,545,000) and HK$185,000 (2013: 17,502,000/ 70(=F —=4F: 17,545,000/ 7T) &
HK$182,000) relating to the lease of property and 185,000/ 8 70(ZZF—=%:182,000/87T) * W BI&
motor vehicles respectively are included in the FERERERTF (HEET) ©

consolidated income statement (Note 7).

15. Investments in subsidiaries 15. WIBATKRE
Company
=T
2014 2013
—E—@mE =&
HK$’000 HK$’000
FHET FHBT
Unlisted investments, at cost JE ETHIRE (R A) 86,938 86,938
Capital contribution relating to EA AR B ERER K
share-based payment BENERFZA 3,217 3,022
90,155 89,960
Amounts due from subsidiaries FEURE B 2 B FIE
Company
b /NS
2014 2013
—E—@E —F—=F
HK$’000 HK$’'000
FHET FHBT
Amounts due from subsidiaries RN e 23,466 22,286
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15. Investments in subsidiaries (cont’d)

As at 31st December 2013 and 2014, the
amounts due from subsidiaries are unsecured,
interest-free and repayable on demand.
As at 31st December 2014, amounts due
from subsidiaries of HK$10,646,000 (2013:
HK$9,279,000) were denominated in Hong
Kong dollars and HK$12,820,000 (2013:
HK$13,007,000) were denominated in Renminbi.
The carrying values of amounts due from
subsidiaries approximate their fair values.

Amounts due to subsidiaries

As at 31st December 2013 and 2014, the
amounts due to subsidiaries are unsecured,
interest-free and repayable on demand.

The carrying values of amounts due to
subsidiaries approximate their fair values.

Details of principal subsidiaries which, in the
Directors’ opinion, materially affect the results
and/or net assets of the Group as at 31st
December 2014, are set out in Note 31.

China Pipe Group Limited HEIEX£&EHERAR
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15. RIFELFRE ()

RZEB—=FR-_F-NOF+-_HA=+—H " [E
WFT B A Al RIBE R EER - 28 BANE K
EBE R-_ZT—NFEF+-A=+—8  ERKK
BRARFKIER + 10,646,000 L (=T — =4 :
9,279,000 7T) LA TTETE + & 12,820,000 7T
—Z—=4F : 13,007,000/87T) A ARKEHE -
FEUP B A Al FOERREESRFEE AN ERS -

FETH B B RIE
RZBE—=FR_ZF—NF+_A=+—H8 " E
S B ARFIEAERR REEAREREE

o

pil

FENHIB A RRIBZ FREEEREAAERE °

EFRAHAEE Y HER AR T —MF
+Z A=t B2 FRERREARE L BN
BARZHERRAES -
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16. Financial instruments by category 16. BREREISMHEMTIA
Group REH

2014 2013

—Z—mF ZE—=F

HK$’000 HK$'000

Loans and receivables HERERERR THT FAET
Assets as per consolidated REMEIRR KRR EE

statement of financial position

Trade receivables, deposits B o RWEIE - Be Kk

and other receivables H bl FIE 137,925 124,902

Pledged bank deposits (Note 19) R TR (FIEE19) 68,699 69,196

Cash and cash equivalents (Note 20) IR& &IREEEY (H5E20) 121,677 107,039

Total Rk 328,301 301,137

2014 2013

—ZT—mE =%

HK$’000 HK$’000

Other financial liabilities HttiHaE THET FH&T
Liabilities as per consolidated RE VBRI RARE

statement of financial position

Trade and other payables 5 R HAERFIR 69,470 55,962

Borrowings (Note 23) BE (fizE23) 75,953 96,761

Total “axa 145,423 152,723

—ZT—MFEFHK Annual Report 2014

"

119
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16. Financial instruments by category 16. BREREISMEMT A ()
(cont’d)
Company b N
2014 2013
—Z—mEF —T—=F
HK$’000 HK$'000
Loans and receivables ER R ERER FERT T
Assets as per statement of WIEARRRITREE
financial position
Deposits and other receivables e R H AL EW IR 386 1
Amounts due from subsidiaries B B A Bk IE (FiYsE15)
(Note 15) 23,466 22,286
Cash and cash equivalents BHe MReEEY (FiFE20)
(Note 20) 1,449 247
Total 4aza 25,301 22,534
2014 2013
—ET—mE —E—=F
HK$’000 HK$’000
Other financial liabilities HthMB AR THERT FAT
Liabilities as per statement of WA RIRAE
financial position
Other payables H A 3kIE 2,527 1,696
Amounts due to subsidiaries FEASTBT /B R m)5k A (FsE15)
(Note 15) 15,633 15,753
18,160 17,449
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17.

Notes to the Consolidated Financial Statements

Inventories

Raw materials B R
Work in progress pamtCatr
Merchandises B

At 31st December 2014, the provision
for impairment of inventories amounted
to approximately HK$20,093,000 (2013:
HK$20,498,000).

The cost of inventories recognised as expenses
and included in cost of sales amounted to
HK$406,494,000 (2013: HK$372,928,000) (Note
7).

= & MR

17. &8

2014 2013
—E—MmE —E—=%F
HK$’000 HK$’000
FET T

- 1,826

- 3,763

143,474 151,974
143,474 157,563

R-Z—NE+-A=+—8 FEREEED
#£20,093,000/8 7T ( =& — =4 : 20,498,000/5

JT) °

ERBEWIIAHERARE N 27 ERAZE
406,494,00078 7T ( —F — =4 : 372,928,000/8
7C) (HIEET)

—ZT—MFEFHK Annual Report 2014
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\

18. Trade and other receivables 18. EHRHEMEKRIEA
Group Company
F5%E P N
2014 2013 2014 2013
“E-ME | —T-=F| ZB-ME| —T-=F
HK$’000 HK$’000 HK$’000 HK$'000
FHT THT FHET TAT
Trade receivables 2 S EWE0E 125,025 119,249 - =
Less: provision for impairment & : JRE B (819) (1,363) - =
Trade receivables - net B 5 EWGRIE — FE 124,206 117,886 - -
Prepayments SR 29,477 27,428 251 210
Consideration receivable from & —EH B AR 4,615 = - =
disposal of a subsidiary HEFEUGK
(Note 27 (b)) (M3 27(0))
Other receivables, deposits H b pelFIA 4,559 2,961 386 1
and other assets Be REMEE
Rental deposits kS 7en 4,545 4,055 - =
43,196 34,444 637 211
167,402 152,330 637 211
Less: non-current portion W FERENED (6,833) (5,776) - =
160,569 146,554 637 211
The carrying amounts of trade receivables, other B ZEWEIE - EMERFIERANZS 2 RE
receivables and rental deposits approximate their SRBEFENABERS °
fair values.
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18. Trade and other receivables (cont’d)

The carrying amounts of the Group’s trade

and other receivables are denominated in the

following currencies:

Hong Kong dollars

RMB
usD
MOP
Others

BT
AR¥E

HRFTHS
HAl

The Group generally grants credit term of 60-120

days to its customers for its trading of pipes and

fittings operation. The ageing analysis of the trade

receivables based on the due date is as follows:

Within credit period

1 to 30 days
31 to 60 days
61 to 90 days
91 to 120 days
Over 120 days

EEHA

1 XE30K
31 RE60K
61 RXZE90K
91 RKE 120K
TBiE 120K

Notes to the Consolidated Financial Statements

= & MR

18. HHRAEMEURIN (&)

AREEE S LEMREFIAZ RESEANIE

WHHE

2014 2013
—ZT—mE =%
HK$’000 HK$'000
FaT FHET
136,336 123,268
6,731 9,946
15,376 15,665
7,472 2,968
1,487 483
167,402 162,330

AEE—RETHRENEHEIEERFZE
HIABOE 120K - B S RUGIZEIEH 2 iRk

Ma

=

i)

\

5

2014 2013
—ZT—mE —T-=F
HK$’000 HK$’000
FET FHET
87,629 92,747
23,631 15,736
6,828 4,218
3,153 792
256 1,075
3,528 4,681
125,025 119,249

—ZT—MFEFHK Annual Report 2014
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18. Trade and other receivables (cont’d)

Trade receivables that are current or past
due less than four months are not considered
impaired. As of 31st December 2014,
trade receivables of HK$36,577,000 (2013:
HK$25,139,000) were past due but not
considered to be impaired. These relate to a
number of independent customers for whom
there is no recent history of default. The ageing
analysis of these trade receivables is as follows:

18.

1 to 30 days
31 to 60 days
61 to 90 days
91 to 120 days
Over 120 days

1 RZE30K
31 XE60K
61 XE 90K
91 XE 120K
B 120K

As at 31st December 2014, trade receivables
of HK$819,000 (2013: HK$1,363,000) were
impaired and provided for. The individually
impaired receivables mainly relate to customers
which have significant delay in repayment or are
in unexpected difficult financial situations. These
receivables are past due more than 120 days.

China Pipe Group Limited HEIEX£&EHERAR
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B RAER RN ()

Bk M E AN T 2 E S RKFIETEE
BERE - #EZ=_FT—WF+=-A=1+—8"
Z 5 e W kT8 36,577,000 (=T — =4 :
25,139,000/ 7T) E@ B RERAME - %F
FIEE— Y EAHE R BIREER -
ZEEFRWFIEZ RRATWAT ¢

2014 2013
—ZT—mE =%
HK$’000 HK$’ 000
FET FHET
23,631 15,736
6,828 4,218
3,153 792

256 1,075

2,709 3,318
36,577 25,139

R-ZE—ME+-_A=+—0 " EFRrKZHE
819,000 T (=ZZ—=4% : 1,363,000/ 7T) E1E
AR o BRI 2R ERKRFIEEZERSE KIEE
BRARABRAKBERE TP EH - 25EK
FIEE BB 120K ©
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18. Trade and other receivables (cont’d)

Movements on the provision for impairment of
trade receivables are as follows:

At 1st January
Provision for impairment VERIEEE
Receivables written off during

the year as uncollectible

At 31st December

The addition and release of provision for impaired
receivables have been included in general and
administrative expenses in the consolidated
income statement. Amounts charged to the
provision account are generally written off when
there is no expectation of recovering additional
cash.

As at 31st December 2013 and 2014, no other
receivables were impaired and provided for.

Save as above, the other classes within trade and
other receivables do not contain impaired assets.

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

R—A—H

F P 8 KUK TR R BE A (B i 5

Wt+t—A=+—H

= & MR

18. HHRAEMEURIN (&)

B RB 2 RERBEEIT

2014 2013
—E—MmE —E—=4F
HK$’000 HK$’000
FE&T T
1,363 1,235

43 128

(587) =

819 1,363

BhE BB YR IRFTE MR R 2 BT T AR S
WaERRNZ —REITHER o REERRF HIRR
SR RN AR TS WD ERINR S FHEE o

RZE—=FR-_ZT—NF+_A=+—H "%
BEMEWRFIEER B -

Br LAl ASN - B 5 R E AR M FRIR A E A IR B I
BERDREEE °

K& BBz RAEERR A Ll SR EKIA
ZARME - AREWES A TAEAREER -
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19. Pledged bank deposits

As at 31st December 2014, bank deposits
of HK$48,000,000 (2013: HK$47,950,000)
denominated in Hong Kong dollars and
bank deposits of HK$20,699,000 (2013:
HK$21,246,000) denominated in Renminbi were
pledged as collateral for the Group’s banking
facilities (Note 23).

The effective interest rate on pledged bank
deposits was 1.45% (2013: 1.81%) per annum
and these deposits are matured within 9 to 89
days (2013: 9 to 178 days).

20. Cash and cash equivalents

Cash at bank and in hand RITRFHERE

Maximum exposure to credit risk RS HRSEERR

China Pipe Group Limited HEIEX£&EHERAR
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19. BEHBITER

RZZF—WF+=A=+—H - 48,000,000% T
— T — = 4F : 47,950,000 7T ) A B TTEHE K&
20,699,00078 7t (—Z—=14F : 21,246,000/ 7T)
AAREEHEZIRITERE TAER - (EARE
ERITEEEE 2R (75 23) o

BEEFRITERZERFRAEFE1.45%(=F
—=F :1.81%) WEFEARZEHANTFIXE
BOKR(ZZT—=F : 9KRE178K) °

20. e RBAEFR/Y

Group Company
F5H b /NG|

2014 2013 2014 2013
“E-ME | —T-=-F | ZE-MNFE| —T-=F
HK$’000 HK$'000 HK$’000 HK$'000
FExT FET FHT FHET
121,677 107,039 1,449 247
121,455 106,912 1,449 247




Notes to the Consolidated Financial Statements

20. Cash and cash equivalents (cont’d)

The carrying amounts of the Group and the
Company’s cash and cash equivalents are

& M55 RMEE

20. BieRBLFR/H(#)

REBEARRZRERREEFBM I REEHE

denominated in the following currencies:

Hong Kong dollars BT
RMB AR
ush X
AUD RIT
Other currencies Hi g

RATEREHE
Group Company
F&E F2F
2014 2013 2014 2013
“E-mFE | —T-=F | ZE-0F | —T-=F
HK$’000 HK$'000 HK$°000 HK$'000
FET FAET TET FHET
98,572 90,642 1,449 247
19,784 14,012 - -
94 107 - =
141 153 - -
3,086 2,125 - -
121,677 107,039 1,449 247

The conversion of RMB denominated balances
into foreign currencies and the remittance of
these funds out of Mainland China is subject to
the exchange control restrictions imposed by the

PRC government.

21. Share capital

At 1st January and

31st December 2013

At 1st January and

31st December 2014

BAARBETHEZBHRABRBINERBZFES
EHHE - AXPEBFERINEE SIEHER
IR e

21. i&&
Number of
shares issued
SRTRIHHE
Thousands HK$’000
Fig i
—HA—BK
—H 13,332,700 26,665
13,332,700 26,665

—ZT—MFEFHK Annual Report 2014
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Notes to the Consolidated Financial Statements
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21.

Share capital (cont’d)

As at 31st December 2014, the authorised share
capital of the Company was HK$500,000,000
comprising 250,000 million shares (2013:
250,000 million shares) with a par value of
HK$0.002 per share (2013: HK$0.002 per share).
All issued shares are fully paid.

Pursuant to an ordinary resolution passed in the
special general meeting held on 16th January
2015, every ten shares of the Company’s issued
and unissued shares with par value of HK$0.002
per share have been consolidated into one share
with par value of HK$0.02 with effect from 19th
January 2015. The authorised share capital of
the Company is HK$500,000,000 comprising
25,000 million shares with a par value of HK$0.02
per share and the number of shares in issue has
been reduced from 13,332,700,000 shares to
1,333,270,000 shares.

Share Option Scheme

The Company has adopted a share option
scheme (“Scheme”) under which the directors
of the Company are authorised at their absolute
discretion, to invite any eligible participants
as defined in the Scheme, to take up options
to subscribe for shares in the Company. The
subscription price will be determined by the
Board, but shall be at least the highest of (a)
the closing price of shares as stated in the
Hong Kong Stock Exchange’s daily quotation
sheet on the date on which the relevant options
are deemed to be granted and accepted in
accordance with the terms of the Scheme (“the
Commencement Date”), which must be a day
on which the Hong Kong Stock Exchange is
open for the business of dealing in securities
(“Trading Day”); (b) the average closing price
of the shares as stated in the Hong Kong
Stock Exchange’s daily quotation sheet for
the five Trading Days immediately preceding
the Commencement Date; and (c) the nominal
value of the shares. A consideration of HK$10
is payable on acceptance of the grant of option.
The maximum number of shares in respect of
which options may be granted under the Scheme
may not exceed 10% of the issued share capital
of the Company as at the date of adoption of the
Scheme. The number of shares may be refreshed
by the approval of the shareholders and the
refreshed limit of the number of shares must not
exceed 10% of the issued share capital of the
Company as at the date of the approval of the
refreshed limit. The Scheme became effective
for a period of ten years commencing 24th June
2004,

China Pipe Group Limited HEIEX£&EHERAR

21.

BA ()

RZE—WmFF+_A=+—HB ' A2FlZ
A5 F % AN A&500,000,0007% T B F R E
150.002;% T(ZZE—=4: FKHAEE0.002
7 7T ) #£250,000,000,0000%( — & — = 4 :

250,000,000,000 f%) #85X - FTE EZITRMHED
R

BIER _ZE—RHF— A+/NBRITHRERERIKR
EBNEBERZR B _FT—AF—A+1B
#E o ARRMBRAS T RESREECE T
BREITERBETROEHHA—IREEOOB T
ZH&1D o KR F 2 AT AR A 500,000,000 8
7T » B &R {E0.027% JT # 25,000,000,000 A%
4K BEITIRE R A 13,332,700,000 % 8 =
1,333,270,000 f% °

R A

ARTS R BRI BB D)

Bt REARBEZ2ENBEEFEIMNEER
/,\%(m%ﬁﬁﬁﬁx%ﬁiﬂ)&%T VNN

D ERE  REEHKBESSETE - ETEE
EA( ) AR AD A RARB AR e AR R IR AR B AR A 5 Bl 5
REERENE B ((FRBBEE]) (AREBHR
ﬁﬁ%“%a’i%iﬁgﬁﬁz HEA([RZAB])) EEH
R P A MERMUTE : (b) RIDREE
Fia A BREE R AR S B EEBB R ME R R
BRAR FHIRHE  R(BRMEE=EDPZ
REE c BEMREZ SNBRER - ARARX
10T 2 RIB - RIFBARELT B 1 2 AR
BRZBHERSEE - ™MSRBRNERETE
EARRREBITRAZ10% © RHDEE ATHR
RBLEEH - HERE M RNEE FRTSHER
Ttt/&%%ﬁtﬁﬁZEﬁﬁ$ BB BEITIRARZ10% °
ﬁ%ﬂgﬁiﬁriﬂm TMOERAZ+MA R +F
X



Notes to the Consolidated Financial Statements

21. Share capital (cont’d)

Share Option Scheme (cont’d)

U)

(i)

On 3rd December 2009, 592,000,000
share options were offered to and accepted
by Directors and employees, with an
exercise price of HK$0.071 and an option
period of 10 years commencing from
3rd December 2009 and expiring on 2nd
December 2019 (both days inclusive). The
options granted to the grantees are vested
in stages and be exercised in the following
manner:

Maximum percentage of the options exercisable

IiEzRRERRE AL

20%
20%
20%
20%
20%

On 5th May 2010, 16,000,000 share
options were offered to and accepted by a
Director and an employee, with an exercise
price of HK$0.083 and an option period
of 10 years commencing from 5th May
2010 and expiring on 4th May 2020 (both
The options granted to
the grantees are vested in stages and be

days inclusive).

exercised in the following manner:

Maximum percentage of the options exercisable

iTEZREERRES L

20%
20%
20%
20%
20%

& M55 RMEE

21. Be#F(i#8)

Eﬁﬂﬁ%‘l‘;](%a)

U

RZZZENF+ZA=H AEERES
K& 8 24930 B &5 41 592,000,000 17 & 1%
- ZEBRECITEER0.07T1 BT RE
RERRATF AETNF+-A=

ARBE_FT—NF+_A-_HHH(2HE
HEMA) - BTERANERERDREE

BB WIRAT AT

Period for exercise of the relevant percentage of the options

fTREARMREE 5 Lz RR

3/6/2010 - 2/12/2019
3/6/2011 - 2/12/2019
3/6/2012 - 2/12/2019
3/6/2013 - 2/12/2019
3/6/2014 - 2/12/2019

(i)

N_ZT—ZTFRARB  AEEREER
B B B4 2 & # 49 16,000,000 17 ¥ i%
- ZEEREZITFEER0083B T &
BRERRATF BT —ZFHAA
BRGRE-_T_ZFRAMBEH(BEE
BMA) - B FEBEANBREG DI ERES
B - WIRATHRITE -

Period for exercise of the relevant percentage of the options

TRERMEREE S Lz MR

5/11/2010 - 4/5/2020
5/11/2011 - 4/5/2020
5/11/2012 - 4/5/2020
5/11/2013 - 4/5/2020
5/11/2014 - 4/5/2020
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21. Share capital (cont’d) 21. IR&E(18)

Share Option Scheme (cont’d) IBARRESTEI(E])

(i) On 8th June 2011, 10,000,000 share iy MZFBE——FXANB AEER—E
options were offered to and accepted = Z 43 2 & 49 10,000,000 17 B R #E
by a Director, with an exercise price of ZEBBRE 2 1TFEER0.03928 T & A%
HK$0.0392 and an option period of 10 BEHREATE BH-_ZE—%F<AN\HMA
years commencing from 8th June 2011 BWE T - —FA+LBHIH(BEEEM
and expiring on 7th June 2021 (both H) - #TFEBEANBRERGOERSEE -
days inclusive). The options granted to WA R AT

the grantees are vested in stages and be
exercised in the following manner:

Maximum percentage of the options exercisable Period for exercise of the relevant percentage of the options
AfTEzBREREE L fHEERBRET 2 L2 R

20% 8/12/2011 - 7/6/2021

20% 8/12/2012 - 7/6/2021

20% 8/12/2013 - 7/6/2021

20% 8/12/2014 - 7/6/2021

20% 8/12/2015 - 7/6/2021

Vesting of certain options granted to certain BraTREEZE THERERERRF B
employees are subject to achievement of EHABETHRMES -

profit target.

Movements in the number of share options FRN - MARTTEERESE < ZFIT

outstanding during the year are as follows:

Average
exercise
price in HK$ Number of
per share options
=140 e
FEHITER
(#&7) EEEsE

At 31st December 2013 and R-ZE—=F+-"A=+—H8BK

1st January 2014 —ZE—NmFE—A—H 0.071 371,000,000
Granted and accepted [SESSRIZE3 0N - -
Lapsed B -  (162,000,000)
At 31st December 2014 R-_ZF—mF+—_A=+—H 0.071 209,000,000
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e MBEERERMEE

21. Share capital (cont’d)

22,

Share Option Scheme (cont’d)

Out of 209,000,000 (2013: 371,000,000)
outstanding share options, 171,000,000 (2013:

226,000,000) share options were exercisable.

Reserves

Group

At 1st January 2013

Profitfor the year

Currency translation
differences

Share hased payment

Actuarial gain on post-
employment benefit
obligations, net of tax

At 31st December 2013
and 1st January 2014

Profitfor the year

Currency translation
differences

Share hased payment

Actuarial loss on
post-employment benefit
obligations, net of tax

Release of exchange
reserve upon olisposal
0f a subsiclary

Transfer upon lapse
0f share options

At 31st December 2014

R-E-=£-f-H
ERER
EhaEzE

W AER R
BB ERY

HRHE

RTE-ZE
tZA=1t-Ak
ZE-[E-A-H

EREA

EhiaEzE

IR BRRRARR
BB ERY
FEER
HRHER
HEHERFL
gk pds

REREAIER

ey t:2
+zh=1-H

21. P& (#)
BB REST &I (%)
#2209,000,000 f& ( — & — = £ : 371,000,000)
B AR # & 171,000,000 = T — = F:
226,000,000) & &R 7T{E o
22. Gk
rEE
Share
Capital Merger based
Share reserve reserve Statutory Other ~ Exchange payment Retained
premium (note (i) (note (i) reserve reserve reserve resernve eamings Total
Ui
L3 AR BERD #E
RiaR (W ) (k) HERH Rfbd EREH fIREH &l 1]
HK$000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS 1000
126,618 34,115 3,700 P 2,013 8,026 111,465 265,961
- - - - - - - 16,661 16,661
- - - - - 253 - - 253
- - - - - - 758 - 798
- - - - 930 - - - 930
126,618 34,115 3,700 2% 930 2,266 8,784 128,126 304,563
- - - - - - - 2,729 21,729
- - - - - (158) - - (158)
- - - - - - 340 - 340
. - - - (1) - - - ()
. . - - - (1,651) - - (1,651)
- - - - - - (3,786) 3,786
126,618 34,115 3,700 24 519 457 5,338 153,641 324,412
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Notes to the Consolidated Financial Statements

i & 14 35 80 R B o

22. Reserves (cont’d)

Company
At 1st January 2013 RZE—=%—-A—-H
Profit for the year FEEF

Share based payment

AR AR AR

At 31st December 2013 ~ WZZE—=%
and 1st January 2014 +ZA=+—8k
—Z-MmE—-H—H
Profit for the year FEEF
Share based payment PAR 7 AR R 3R
Transfer upon lapse FERE AR R
of share options
At 31st December 2014 ~ RMZZ—MF
+=A=1+-H
Notes:

22

. fEfm (1)

ENNS

Contributed Share based

(i)

The capital reserve of the Group arose from
acquisition of the remaining interests in a
subsidiary in 1999. The balance represents
the excess of the fair value attributable to the
net assets and liabilities acquired over the
consideration paid.

The merger reserve of the Group arising from
the Group reorganisation is determined by the
difference between the nominal value of shares of
the subsidiaries acquired pursuant to the Group
reorganisation and the nominal value of the
Company’s shares deemed to have been issued.

China Pipe Group Limited HEIEX£&EHERAR

Share surplus payment Accumulated
premium (note(iii)) reserve deficits Total
BARE LEROHAER
RirRE (MSRE i)  AOFIRRBEGR REtER ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT TET TET TET
126,618 86,759 8,026 (241,411) (20,008)
- - - 87,881 87,881
- - 758 - 758
126,618 86,759 8,784 (153,530) 68,631
- - - 1,919 1,919
- - 340 - 340
- - (3,786) 3,786 -
126,618 86,759 5,338 (147,825) 70,890
5T

(i)

REE 2 EARRERRN — NN FURE —FHH
BARZ# TR - AEBRIEMBAFEER
BEZAREBEHEXNREZER

AEBREESAMELZ A GHRE - DRRE
SEEEE AN ZMBARRMDEERIGIED BT
ZARRBBEMEEMERZ ZREE -



Notes to the Consolidated Financial Statements

22. Reserves (cont’d)

Notes:

(i)

(V)

(cont’d)

The contributed surplus of the Company
represents the difference between the nominal
value of the shares issued by the Company in
exchange for all the issued ordinary shares of
World Trade Bun Kee (BVI) Ltd. and the value
of net assets of the underlying subsidiaries
acquired by the Company in 2000. Under the
Companies Act 1981 of Bermuda (as amended),
the contributed surplus is distributable to the
shareholders, subject to a solvency test. At
the Group level, the contributed surplus is
reclassified into its component of reserves of the
underlying subsidiaries.

At 31st December 2013 and 2014, there is no
distributable reserve for the Company.

23. Borrowings

Current aE

Trust
Short

Notes:

receipt loans, secured (note (i)
term bank loan, secured (note (j))

The carrying amounts of the trust receipt loans
and short term bank loan approximate their
fair values. As at 31st December 2014, the
banking facilities were secured by corporate
guarantees and bank deposits of approximately
HK$68,699,000 (2013: HK$69,196,000).

= & MR

22, fkfim(48)

BieE - (&)

(i)

(v)

23. {&E

BT UUR E R (3 ()
BIERERRITIEE (3 () -

KRB ZHEAEGTIEANR A BB World
Trade Bun Kee (BVI) Ltd. &30 2 317 & @Ak M 2
TZRHEEEEAQBMKESENBARN =
TETFEEEFEMERZEZR - BEBRE
—NN\—FREE(EER]) - BARKREFEE
AENEEEE IR ZBERT - ATHEIR T’
HoEAKEZEE F BARBETOELEE
RANT B A B 2 AR ©

RZBE—=FR=_ZF—NF+_A=+—H " 'K
N REAE D IRGERS o

2014 2013
—E—MmE —E—=%F
HK$’000 HK$’000
FE&T T
75,953 94,916
1,845

75,953 96,761

EREEERRERRITEE 2 RS EERE
ARERE - RE-—OF+-A=+—H R
TTRLE i A AR R ERTT 173040 68,699,000 8 7T
(ZZT—=% : 69,196,000 & T) °
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Notes to the Consolidated Financial Statements
S M ERRME

\

23. Borrowings (cont’d) 23. f&H (i)
Notes: (cont’d) Mz : (48)
(i)  The borrowings are denominated in the following iy EBEUTIEESIE :
currencies:
2014 2013
—Z—mE —E-=F
HK$’000 HK$'000
THT FET
Hong Kong dollars BT 75,953 96,761
(iiy  The effective interest rates (per annum) of bank iy MYERER - FITEEZEREFEOT ¢
borrowings at the financial reporting date are as
follows:
2014 2013
~E—mF ==
% %
Trust receipt loans and EARBBEER R EHRITEER
short term bank loan 2.41 2.50
24. Deferred taxation 24. BIERA
2014 2013
—Z—mF —T=F
HK$’000 HK$'000
FET FAIT
Deferred tax liabilities to be R+ EARERZ
settled after 12 months FEERIBEE (323) (289)
Deferred tax is calculated in full on temporary IRIETIBIR A B &AL A BN E AR EE EE
differences under the liability method using tax N BEEE ZEBMMERZHME (R BRE
rates of the relevant subsidiaries applicable to the BEBMEEBM) (E2EEE -

period when the asset is expected to be realised
or the liability to be settled, based on tax rates
that have been substantively enacted by the
financial reporting date.
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24. Deferred taxation (cont’d) 24, EFEMRIA ()
Deferred tax assets and liabilities are offset when BAATEER TGN ET EE EER T IE A E
there is a legally enforceable right to offset current TiH - MEEHIBEEMELEREAEY RE—
tax assets against current tax liabilities and when HISHEARU - —KERT A B F R E R
the deferred tax assets and liabilities relate to NEBBEAENFEAEE  AfRIEHEE
income tax levied by the same taxation authority EIEERIE & B E AR o

on either the taxable entity or different taxable
entities where there is an intention to settle the
balances on a net basis.

The net movement on the deferred tax account is FIEFHTAAR B 2 S ) FEE T ¢
as follows:
2014 2013
—E—@mE =&
HK$’000 HK$’'000
TET T
At 1st January n—A—H (289) (44)
Charged to income statement FEWEE R AP HIBR (FIFE10)
(Note 10) (115) (61)
Credited/(charged) to equity TERE AT A /(F0BR) 81 (184)
At 31st December R+—A=+—8H (323) (289)

—Z—MEEH Annual Report 2014 185
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i & 14 35 30 R B o

24. Deferred taxation (cont’d) 24,

EIERIA ()

The movement in deferred tax assets and
liabilities during the year, without taking into
consideration the offsetting of balances within the
same tax jurisdiction, is as follows:

ELERRAEERBBENFARZEE CREH RNE
R R AER) 2T

Deferred tax liabilities EEHEERE
Remeasurement
gain of
Accelerated post-employment
tax depreciation benefit obligations Total
B2
RFIRH
MERERE EMERE o]
HK$°000 HK$°000 HK$'000
THET TET TET
At 1st January 2013 R-Z—=%—Hf—H (44) - (44)
Charged to income statement TR 1) = (61)
Charged to equity TR = (184) (184)
At 31st December 2013 RIZ-—=F+-A=+—RHK
and 1st January 2014 “T-mF—-F—H (105) (184) (289)
Charged to income statement el el (115) - (115)
Credited to equity ERERPEA - 81 81
At 31st December 2014 RZE-NE+=A=+—H (220) (103) (323)

Deferred income tax assets are recognised for
tax losses carried forward to the extent that the
realisation of the related tax benefit through the
future taxable profits is probable. The Group
did not recognise deferred income tax assets
of HK$8,474,000 (2013: HK$8,826,000) in
respect of accumulated tax losses amounting
to HK$47,449,000 (2013: HK$49,084,000) as
at 31st December 2014, that can be carried
forward against future taxable income. As at
31st December 2014, the accumulated tax
losses amounting to HK$7,589,000 (2013:
HK$8,636,000) will be expired in five years. There
is no expiry period for the other tax losses.

China Pipe Group Limited HEIEX£&EHERAR

RIEFTISTRIE A 2 T A FE AR RA T 15 M 5 Al B R R
P FE SR B A IR T B AT AS B 2 B IR B R (E
R AEBY AR —_E-—NE+_-_F=1+—
B @ UK ARERRLAZ Rt HiEE
847,449,000 7T (= F — =4 : 49,084,000 /8
o) BERRIEEFT1S B IR & = 8,474,000 L (= F
—=4% : 8,826,000/ L) - R=ZE—WF+=A
=+—H  ZZ2FIEEEE7,589,000% 7T
—ZF— =4 :8636,00087T)  BRAFRNE
5y - AR IEASIE N R M HAR o




Notes to the Consolidated Financial Statements

25. Trade and other payables

Trade payables B S ENFIA
Accrued expenses and BIRER K
other payables (note) Ho At A 3R (PfTE)

Notes:

Included in other payables of the Group was a
provision for a customer claim of HK$3,694,000 (2013:
HK$3,694,000) made for a project in Hong Kong in
prior years. During the year, management reassessed
the circumstances and considered that the amount of
provision made as at 31st December 2014 remains
adequate but not excessive.

The ageing analysis of the Group’s trade
payables is as follows:

Within 30 days 30 KA
31 to 60 days 31 RXZE60X
61 to 90 days 61 XZE 90K
Over 90 days R 90K

& M5 RMEE

25. B5 R HAFEMRIA

Group Company
F5E /NG|
2014 2013 2014 2013
“E-ME | —T-=-F | ZE—MNFE| —T-=F
HK$’000 HK$'000 HK$’000 HK$'000
FExT FET FHT FHET
32,572 22,483 - =
40,592 37,173 2,527 1,696
73,164 59,656 2,527 1,696
Bt 3T

BREREAEENEMENRT  RBEFE  NEERH®
—TEREBHIEB EH 3,694,000 T (— T —=4:
3,694,000 B TL)MBFHERE RAEERN - EE
BEFIERIERRAEZBEHER=_Z—NFE+=A
=t+—BNEASRTBRE -

REBEE ZRNFTRNRE DT

2014 2013
—Z—mE —EF—=F
HK$’000 HK$’000
T#T T
28,768 18,842
856 2,192

715 1,205

2,233 244
32,572 22,483

—ZT—MFF3HK Annual Report 2014
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25. Trade and other payables (cont’d) 25. BHRHMEMRE(E)
The carrying amounts of the Group’s trade and NEB 7ES REMENFIBEZERETSEBIEIAT
other payables are denominated in the following EHEHE -
currencies:
2014 2013
—E—@mE —ET-=F
HK$°000 HK$’000
TFET T
Hong Kong dollars PS5 46,462 39,481
usD EH 19,328 14,951
RVB AR 5,361 4,305
EURO BT - 182
Other currencies H gk 2,013 737
73,164 59,656
26. Operating lease commitment 26. EEHE¥IKIE
Group
*%EE
2014 2013
—2—mF —E—=fF
HK$’000 HK$’000
TFERT FHET
Land and buildings T RIEF
Not later than one year THBE—F 18,280 17,220
Later than one year and BE—FETHBBRF
not later than five years 27,871 36,051
46,151 53,271
Equipment and motor vehicles BERRE
Not later than one year BB —F 598 710
Later than one year and BE—FETBARF
not later than five years 1,105 337
1,703 1,047
47,854 54,318
The lease terms are between one to seven HAEHNTE—ZF+F  TEHAELHRESH
years, and the majority of lease agreements FHAB IR THBE Y o

are renewable at the end of the lease period at
market rate.

138 China Pipe Group Limited HEIEZ£EEERAE



Notes to the Consolidated Financial Statements
e MBEERRMEE

27. Notes to the consolidated statement 27. FERERERMTE
of cash flows

(@ Cash flows from operating activities (a) BEXKFEZHERE
2014 2013
—Z—QmF —T—=F
HK$’000 HK$ 000
TH#T FHIT
Profit before income tax AT A 26,091 20,258
Adjustments for: FRFIELAE
Depreciation of property, Y% R REENTTE
plant and equipment 1,409 1,936
(Gain)/loss on disposal of HEME - BREREEZ
property, plant and (M%), B8 F5E (M)
equipment, net (note) (87) 216
Interest income MEWA (1,267) (863)
Interest expense FEZ 1,586 1,729
Provision for impairment of B 5 & H M FEUEOR E A
trade and other receivables 43 128
Provision for impairment of FEREREE
inventories 1,078 2,144
Share based payment LARZ 1R BERERI K 340 758
Loss on disposal of a subsidiary ~ H&—EHEB AR A EE 871 -
Changes in working capital: EBESED
Decrease in inventories FERD 3,640 15,149
Increase in trade and B 5 R Hofth FEUERIE AN
other receivables (11,483) (19,291)
Increase in trade and B 5 R E A FETFRIE N
other payables 18,469 8,667
Net cash generated BTSSR F 58
from operations 40,690 30,831

—ZT—MFF3HK Annual Report 2014
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REMBERRME

27. Notes to the consolidated statement
of cash flows (cont’d)

(a)

China Pipe Group Limited HEIEZ£EEERLE

Net book amount

Gain/(loss) on disposal

Proceeds from disposal

Represented by:
Cash

Cash flows from operating activities
(cont’d)

Note: Proceeds from disposal of property, plant
and equipment comprises:

AREDFHE
HE 2 W/ (B1)

HE TSR

R&:
Be

(@

27. RERKNERMEE)

REEBRE2RERE (H)

MizE - HEWE  BEREBZAEHREBERE
2014 2013
—Z—mF =%
HK$’000 HK$’000
F#xT FHIT
3 310
87 216)
90 94
90 94




Notes to the Consolidated Financial Statements
e BEERERMEE

27. Notes to the consolidated statement

of cash flows (cont’d)

(b) Disposal of a subsidiary

Details of disposal of a subsidiary as

follows:

Net assets disposed
Property, plant and equipment
Trade and other receivables
Inventories
Cash and cash equivalents
Trade and other payables

Net assets
Exchange reserve released
Loss on disposal of a subsidiary

Satisfied by:
Cash received
Cash consideration receivable

Analysis of net cash inflow in
respect of disposal of
a subsidiary:
Cash received
Cash and cash
equivalents disposed of

Net cash inflow in respect of
disposal of a subsidiary

27. RERKNERMEE)

(b) HE—FEKHEAF

EHEFEE
MxE - BB &RE
B 5 M EMREKFIA
&
R hRLEEY
B 5 MEMEN A

FEE
i Sanpd i R
& — KT8 A B &R

AR
BEUERE
B BB

ERAHE—RNBARZ
RERNFEDINMN

BURE
BHEZRERREEEY

ERLE—RNBRRZ
RERAFE

HE—HMBRRFFBEINENT

2014
—g—mE
HK$’000
FET

2,734
1,264
9,371

1,583
(5,070)

9,882

(1,651)

(871)

7,360

2,745
4,615

2,745

(1,583)

1,162

—ZT—MFEFHK Annual Report 2014
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28.

29.

30.

Related party transactions

Key management compensation

Salaries and other short term
employee benefits

Pension costs — defined
contribution plans

Share based payment

Ultimate holding company

The Directors of the Company consider
Singapore Zhongxin Investment Company
Limited (“Singapore Zhongxin”), a company
incorporated in the British Virgin Islands, as
being the ultimate holding company. Singapore
Zhongxin is wholly and beneficially owned by Mr.
Lai Guanglin, a director of the Company, who is

considered to be the ultimate controlling party.

Event after balance sheet date

Pursuant to an ordinary resolution passed in the
special general meeting of the Company held
on 16th January 2015, every ten shares of the
Company’s issued and unissued shares with
par value of HK$0.002 per share have been
consolidated into one share with par value of
HK$0.02 with effect from 19th January 2015
(Note 21).

China Pipe Group Limited HEIEX£&EHERAR

28.

FehHEMmEHEERT

BIRERAN — ERHKETE

VARR 17 A EEHE 2 55K

29.

30.

REALTRS
TEEE A SR
2014 2013
—=—MmE —E—=F
HK$’000 HK$'000
T#ET FHBT
17,030 13,695
116 126
294 602
17,440 14,423

BRERAT

RKRFEERR ERBHEBRESTMKL
Z Singapore Zhongxin Investment Company
Limited ([ Singapore Zhongxinl) AR A
7] ° Singapore Zhongxin AN A & Z & % Lai
Guanglinft £ 2 EBENERER @ EER AREIE
HIA e

HHAMESER

BEARBNRZE—AF— A+ SBRTHRE
FRARSBBNTEAZR BT AF—A
THBEE - AR RMRAZIREE0.0027E T2
BERTRRBETROMBETREMAE—REE
0.02 702 i (n (faE21) o



31.

Notes to the Consolidated Financial Statements
e BEERERMEE

Particulars of the principal

subsidiaries

Name

4

Incorporated and operating
in Hong Kong
EEBATRAEE

Bun Keg (International) Limited

Wi (BR) BRAA

Hamerwind Logistic Company
Limited
BRMTERAR

Established and operating
in the PRC
EFER RS

Bun Kee Building Material
(Guangzhou) Co., Ltd.#
Waeeh (BN ERAT

Established and operating
in Macao

HRFIR LIS

Bun Kee Building Material and

Equipment (Macao) Co., Ltd.
W anEEm ki (RF9) R

Principal Activities

EERE

Trading of construction materials,
mainly pipes and fittings
in Hong Kong
REARERENH (FEREE
REH)ZES

Provision of warehousing and
logistic services in Hong Kong
REBRER T RIRRT

Assembling construction
materials in the PRC

Rep BRI

Trading of construction materials,

mainly pipes and fittings in Macao

REFRERENH (TEARE
REM) 285

o The company is incorporated in the PRC as a
wholly foreign-owned enterprise. The Group
disposed of it in April 2014.

31. EEMBLTEH

Particulars of
issued and fully
paid share capital/
registered capital
BETRBE

k#/ gfEs

100 ordinary shares of HK$1 each
3,000,000 non-voting
deferred shares of HK$1 each

100 REREE BT LRk
3,000,000 kB RE(E 1 BT
ERFERLERN

800 ordinary shares of HK$100 each

800 B REE 1005872 LAk

HK$9,000,000

9,000,000

MOP50,000

50,000;2F9 %

Percentage
aalt

Attributable to Held by
the Group subsidiaries
FREEGE  WELRRE
100 100
100 100
100 100
100 100

# FZABRNFBEKZZIEBERR - AEEE
R-B—MFEHAHEZAT °
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Five-Year Financial Summary

hEMBEERE

Results

Revenue

(Loss)/profit before income tax
Income tax expense

(Loss)/profit for the year from
continuing operations

Loss for the year from
discontinued operations
Seamless steel pipes

Investment properties

Loss for the year from
discontinued operations

(Loss)/profit for the year

Attributable to:
Equity holders of the Company
Non-controlling interests

Assets and liabilities

Total assets
Total liabilities

Total equity

E 4]
WA

Bial (B18), &7
BAX

REEERBL
FE(BR),/ &7

RIEEERK
LEFRER

BREE

REMF

RIEEERK
ZEERR

FE(BR),/ &7
FEfk

AREIRHEREBA
FRIERIMEE R

RERAR

BaRE

Y S

China Pipe Group Limited HEIEX£&EHERAR

2010 2011 2012 2013 2014
—T-TF —T——F “T——F =% —Z-mF
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TET TET TEL TET THT
385,145 438,395 455,127 504,143 553,845
(13,231) 15,664 16,954 20,258 26,001
(3,434) (2,791) (3,254) (3,597) (4,362)
(16,665) 12,873 13,700 16,661 21,729
(135,563) (148) - - -
(14,855) = = = -
(150,418) (148) = = -
(167,083) 12,725 13,700 16,661 21,729
(122,769) 13,280 13,700 16,661 21,729
(44,314) (555) = = -
(167,083) 12,725 13,700 16,661 21,729
598,355 422,988 435,681 491,950 505,577
(323,062) (125,531) (123,055) (160,722) (154,500)
275,293 297,457 312,626 331,228 351,077
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