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LIU Libin, Chairman
B R

I am pleased to present the 2016 annual results of Xingfa
Aluminium Holdings Limited (the “Company” and, together with
its subsidiaries, the “Group”).

In 2016. Our Group’s revenue increased by approximately 12.0%
to approximately RMB5,576.7 million (2015: RMB4,977.8
million) as a result of the increase in our sales volume. Our
sales volume rose by approximately 12.3% to 324,645 tonnes
(2015: 289,137 tonnes). Net profit attributable to the Company’s
shareholders increased by approximately 12.3% to approximately
RMB298.5 million (2015: RMB265.8 million). The Directors did
not recommend the payment of a final dividend for the year ended
31 December 2016 (2015: HK$0.09).

3% Annual Report 2016

Chairman’s Statement
ENF 8

ANFRR BB R AR A A (TR
A ] [ LR A R AR [ AR ) T N4
AR JE A o

TR ONAR S A SR 2 g [N B B i 1
R#12.0%% # N R %5,576,700,0007C ( — &
— T4 N R H4,977,800,0007T ) © A< £ [ 2 84
EE ETA12.3%F324,645M ( = F — H4F:
289, 137MF) o A% 7 ) A B M Al A A - A £912.3%
ZE# R H298,500,0007T ( & — LA AR
265,800,0007C) » # FH A HRIRAHE ZF—N
FETZH= T —HEFEEZRKBRE (ZF—H
4F10.09#70) ©
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In 2016, Xingfa Aluminium achieved a steady growth in terms
of revenue, production and profit while product quality and
efficiency are being maintained. We have developed our export
market and it will become another growth engine to the Group
in the future. Meanwhile, Xingfa Aluminium was accredited as
National-recognized Enterprise Technology Center, marking its

technology innovation into another new milestone.

In the years onward, Xingfa is undergoing the whole system
upgrade on production processes to further enhance the overall
production capacity and efficiency in the long run. More efforts
and resources will be invested to develop the industrial aluminium
profiles and R&D meanwhile expanding the sales channels of
construction aluminium profiles into those cities lied on One-Belt-
One-Road region.

Due to uncertain economic environment in China in line with
our prudent approach, strengthening balance sheet management,
optimizing product mix and enhancing operating efficiency are
still our main focuses in 2017. With our commitment and efforts,
I believe our Group will maintain its growth in 2017 and deliver
sustainable returns to our shareholders.

On behalf of Xingfa, I would like to take this opportunity to thank
every member of the Board, management and staff for contributing
the success of the Group. Last but not least, I would like to
express my appreciation to the customers and business partners
and shareholders for their continuing support.

LIU Libin, Chairman

Foshan China, 31 March 2017
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£
R IRBATE S RBEWFITESR ﬁﬂﬁﬁﬁﬂﬁ§$ HiFESE
2SR e ZHBPLE BERELA
Chairman & Executive Director Honorable Chairman & Chief Executive Officer & Executive Director
Mr. Liu Libin EX%SI““‘I’T D“'Se“‘"' Executive Director Mr. Liao Yugqing
r. Luo Su

Mr. Luo Riming

BUAT 5 e B A BATH BATHH
HigkE EAWEE TEELEE
Executive Director & Executive Director Executive Director
Chief Financial Officer Mr. Law Yung Koon Mr. Wang Zhihua
Mr. Dai Feng
Review of operations e TN

Xingfa Aluminium is one of the leading aluminium profiles HLEFIRZE R P Z ELEMMREN 2 — T
manufacturers in the PRC and principally engaged in the &% %k S8 8 A E @4 ) L2EM B2 SR T Hf o
manufacture and sale of aluminium profiles which are applied as  H Hil » 448 [8 75 v B f K 1) 5% o 28 75 6 780 1L 1
construction and industrial materials. Currently, we are one of the P .2 — o #8 & = 14 » A4 [ & 5 Jo 3 AF 25 g
largest providers of electricity conductive aluminium profile for  J&¥VE & 2 B » it o B S g A0 57 JR 17 KRR E
metro vehicles in the PRC. Leveraging on our advanced research X i H #i#4k o

and development capability and commitment to quality, our Group

has established extensive and stable sales networks in the PRC and

overseas for the past 30 years.
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Revenue

Revenue and sales volume recorded approximately RMB5,576.7
million and 324,645 tonnes for the year ended 31 December 2016
(“Year”) respectively (2015: RMB4,977.8 million and 289,137
tonnes). The increase in revenue during the Year was mainly due

to the increase in sales volume.

Our sales volume increased by approximately 12% year-on-year
to 324,645 tonnes in the Year. In particular, industrial aluminium
profiles increased by approximately 24% year-on-year to 63,640
tonnes in the Year (2015: 51,163 tonnes). Our sales volume for
construction aluminium profiles also increased by approximately
10% year-on-year to 261,005 tonnes (2015: 237,974 tonnes).

The following table sets forth our revenue and its percentage of
revenue by product category for the years ended 31 December
2016 and 2015:

A]

e

HE-Z—ARNFET+-A=Z1+—HLEFE (£
) B EBE A E SR BREHNRE
5,576,700,0007C % 324,645Mf ( % — F4F : AR
#4,977,800,0007C [ 289,137Wf ) o it 7 4F FE A %%
SEREBEIN TS LR B T e

AL BN AS AR FE 2 S R R A 12% %.324,645
M o ELBE T T 2ESR MM 2 B B A AR AR B AR Y
R 4124% % 63,640 ( — & —TL4F : 51,163MF) o 2%
S 2 A SR TR bE B R HE AR HE TN A9 10% % 261,005
MR (. — HAE 1 237,974MF) o

TEREINAEEMEE T NFER F A
T oA = Bk AR R R R O 2 iR
HAnt:

2016 2015
—F-A SR
RMB’000 % RMB’000 %
AR KT 7t % ANRWT T %
Manufacture and sale of aluminium A R AR b
profiles
— Construction aluminium profiles — 4R T A 4,522,819 81.1 4,138,807 83.2
— Industrial aluminium profiles — L340 B 968,861 17.4 757,894 15.2
5,491,680 98.5 4,896,701 98.4
Others (Note) HAt (Htat) 85,016 1.5 81,128 1.6
Total M5t 5,576,696 100.0 4,977,829 100.0
Note: Our Group’s other revenue represented revenue generated from the B - A B T HC At i a4 B0 R g R AR B A e E

manufacture and sale of aluminium bars, moulds and spare parts
and the provision of processing services.

AR - DA RHR A R 5 T A 2 Mg
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Our Group’s revenue by geographical segments during the years AEBMREE L —RNEK -EF—HIFE+ A

ended 31 December 2016 and 2015 are as follows: =+ —H I EE s E# 0 2 k SnE
2016 2015
ZE AN CE A
RMB million % RMB million %
AR ¥ BT % AR BH # T %
The PRC Gl 5,459.3 97.9 4,885.1 98.1
North America B[S 0.2 0.0 13 0.0
Europe el 0.2 0.0 1.9 0.0
Hong Kong i 88.0 1.6 60.0 1.2
Asia Pacific (other than the PRC and  Hi RMIE (7[5 &

Hong Kong) kRSN 26.8 0.5 27.2 0.6
Others HAth 2.2 0.0 2.3 0.1
Total st 5,576.7 100.0 4,977.8 100.0

For the years ended 31 December 2016 and 2015, domestic sales BE X -ANELF—-HAF+_H=1+—H
in the PRC in aggregate accounted for approximately 97.9% and Ik 4F B > v [ [ A i 5 48 B0 A A 4 910 25 49 1l 49
98.1% of our Group’s revenue respectively. 97.9% /% 98.1% °

Our Group also exports directly to the United States, Europe A< %2 [ & 5 78 B3t O % 95 80~ R & HoAth 58
and other Asian countries. For the years ended 31 December YEIZK - % — XK — N4FE K ZF—HAFE T H
2016 and 2015, non-domestic sales in aggregate accounted — — 1 — H 1IE4F > Ik B A 85 5 B AR AL A< 45 B L 25
for approximately 2.1% and 1.9% of our Group’s revenue 43l #12.1% %% 1.9% °

respectively.
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A A5 I W R R
B AR S F R 2 8 T4 6

The following table sets forth the sales volume and average

selling prices of our principal products during the years ended 31

December 2016 and 2015:

f&:

2016 2015 Change in %
—'x ST A 528 %
Construction aluminium profiles & %& g4 7% 1
Revenue (RMB’000) BEENRKFTIL) 4,522,819 4,138,807 9%
Quantity (tonnes) B () 261,005 237,974 10%
Average selling price per tonne g W7 14 B
(RMB) (AR #c) 17,328 17,392 0%
Industrial aluminium profiles TR A
Revenue (RMB’000) EEF(NRKTIL) 968,861 757,894 28%
Quantity (tonnes) B () 63,640 51,163 24%
Average selling price per tonne g M2
(RMB) (AR ¥or) 15,224 14,813 3%
Total st
Revenue (RMB’000) SRR (NRBT L) 5,491,680 4,896,701 12%
Quantity (fonnes) B () 324,645 289,137 12%
Average selling price per tonne i ME - 35 5
(RMB) (ARWITL) 16,916 16,936 0%
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Cost of sales

Our cost of sales increased by approximately 15% year-on-year
to RMB4,751.6 million in the Year (2015: RMB4,148.1 million)
which was aligned with the increase in revenue.

Gross profit and gross profit margin
Gross profit margin decreased to 14.8% during the Year (2015:

16.7%) and sales to production ratio slightly decreased to 99%
(2015: 100%).

o P W B g i

B 8 A

7 A5 [ AR AE T 2 B AR AR R A15% %
N R ¥4,751,600,0000C ( —%F — H 4 NR¥
4,148,100,0007T ) - iff Bl LRI B AR R — 2o

EY D EVIE
IAAEREN > BRI R FEE14.8% (—F—HF:

16.7% ) > T &1 8 A4 2 LU R T 9% (&
— T4 100% ) ©

The following table sets forth the gross profit margin of our | # %A% 4 @ 45 B bf 2 B F %K
aluminium profiles:
2016 2015
—F A ik
Industrial aluminium profiles T 2E R R A 11.7% 15.2%
Construction aluminium profiles A 5 g 7 A 14.9% 16.7%

The slight decrease of gross profit margin by 1.9 percentage point
was mainly due to the Group lowered the processing fee in order
to maintain the existing customers and attract new customers in
the Year.

TAARAEBE > BRI AR 1.9 43 B ) 3 2
ARS8 7y MR BUA 5 B 5 & 5 AR
TP ECe
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o LI B g3 M

Other income

Our Group recorded other income of approximately RMB40.1
million for the Year (2015: RMB41.4 million).

Government grants represent various forms of incentives and
subsidies received from the local government authorities in the
PRC. During the Year, the Group recognized government grants
of approximately RMB30.8 million (2015: RMB24 million)
as other income. Besides, due to the appreciation of foreign
currencies against Renminbi during the Year, our Group recorded
the net foreign exchange gains of approximately RMB3.7 million
(2015: losses of RMB6.8 million), in relation to the receivables

denominated in foreign currencies.

In contrary, due to the decrease in pledge deposit balance during
the Year and lower interest rate applicable to pledged deposit,
interest income decreased to approximately RMB7.5 million
(2015: RMB10.2 million). In addition, the Group recorded loss
on disposal of fixed assets of approximately RMB16.6 million
(2015:RMB1.6 million) for the Year, mainly because the Group
conducted an operational efficiency review on its machineries at
the end of the Year, and disposed some of the moulds with net
book value of RMB15.8 million (2015:Nil), which were no longer
suitable for the current production.

Distribution costs

Distribution costs increased by approximately 16% to
approximately RMB123.8 million for the Year (2015: RMB107.2
million), which was aligned with the increase in revenue.

Administrative expenses

Administrative expenses were approximately RMB279.7 million
for the Year, which was approximately 5% lower than that in 2015
(2015: RMB294.0 million). During the Year, by strengthening
our balance sheet management, we made less provision for bad
debt of trade and other receivables during the Year of RMB6.8
million (2015:RMB17.3 million). Our administrative expenses
as a percentage of revenue also decreased to approximately 5.0%
(2015: 5.9%).

A

3 At e A

AR E O OR A BS E I AR AR
40,100,0007C ( —F — H 4 AR %41,400,000
JC) °

TR JFF A U 8 s BB v [ D T AR 2 % R A T T
Al Bl 4 o i AS A B 5 S A [ 51 IBORT I 40 N R
#30,800,0007C ( — & — H 4 AR #24,000,000
IG ) FERR 2y HA A o BUA > p B AR AR R AN LN
W THE > BICHE LA A (B 2 B U R TN AR
45 3] B AT A R i 45 35 A A9 A R HK3,700,0000T (-
T —FAE R A R %6,800,00078) o

JR2Z o H AR A B I A7 R A A e D B
LG A 3 2 R RN B> FILE R A & 49 R
#7,500,0007C ( —F — T4 AR #$10,200,000
I ) o MEAN > AR S [ A AR AF B BR AT R B E
B £ N R ¥16,600,0007C ( - F— 14 NRHF
1,600,0007C) > J3 32 B i A 4 9] A 4R B R
HARSEAT AT R HE % R BRI 4 A
R ¥15,800,0000C ( =& — HAF : #) 2 % T A H
B A R R L BT

5 85 A

AR BE Oy B ORI A 16% B AN R W
123,800,0007C ( — % — L 4F : A R 107,200,000
J6) > MBI SR — B

7 BB 32

AAEFE AT B A B N R 279,700,000 0T
B oE - HEWMDES5% (ZF—HE: AR
294,000,00070 ) ° FAAAEFE - 375 8 s e B s R
EHL FRAMAE N AE H 2 38 S B H A R i R O R
B &8 B N R %6,800,00000 (—F —H
A0 N 17,300,00000) o 4T BB A AR 2
AR FRFEELS.0% ( —FE—HFE59%) -
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Finance costs

Finance costs decreased by approximately 21% to approximately
RMB118.0 million for the Year (2015: RMB149.1 million) mainly
due to the decrease in average loans borrowings and average
borrowing interest rate during the Year.

Profit for the Year and the net profit margin

During the Year, our Group recorded profit for the year of
approximately RMB298.5 million (2015: RMB265.8 million) and
the net profit margin kept stable at 5.4% (2015:5.3%).
ANALYSIS OF FINANCIAL POSITION

Current and quick ratios

The following table sets out the summary of our Group’s current
and quick ratios as at 31 December 2016 and 2015:

o B B o3 B

St 5 A

AR BB R A A K21%E K AR K
118,000,0007C ( — & — F4F : A R 149,100,000
Je) o T E B R AR B 2 T R T s
R B BT S e

A JIE 385 M) B 4l 1) 3R

SRR AR ] BR S AT R 3 A A9 N IR 5298,500,000
JC ( & —HA4E - AR %0265,800,0007C) » 1 %l F)
ARG E F5.4% (. F—F4F :153%) o

10 %R 8 43 A

i B S o B b R

FREGIALEPD T - ANER TR
H=+— B Z 8 Fos @) LR

2016 2015

—F AN —E—HAF
Current Ratio (Note) W LL R (M) 1.01 0.85
Quick Ratio (Note) HMOH) 2R (M) 0.70 0.63

Note:

Current ratio is calculated based on the total current assets divided by the
total current liabilities at the end of the year.

Quick ratio is calculated based on the difference between the total current
assets and the inventories divided by the total current liabilities at the end
of the year.

During the year, sales orders and sales volume increased due
to the successful implementation of marketing strategies and
expansion of sales channels, leading to increase in both trade
receivables and inventories. As such, both current ratio and quick
ratio increased in the year.

Wi

U B bl A LA A 2 Ui B AR PR DA B B AR
o

TR B AR DLAR 2 U B R R R 2 SR R DA
) B AR

A AR AT BE > BB 5T B T B 2 DR A T B it G OR M
T A T 5 5 YR 1T A B B RE R R AT
L B o R > A AR B 2 D LG R % LR Y
A e

13
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o LI i B g3 M

Gearing ratio

The following table sets out the summary of our Group’s gearing
ratio as at 31 December 2016 and 2015:

R R

NREIIALEPR T NEFEL TR
H=1T—HZ AR

2016 2015
—E A — A
Gearing ratio (Note) BB (HiE) 33.8% 40.8%

Note:

Gearing ratio is calculated based on the loans and borrowings and
obligations under finance leases divided by total assets and multiplied by
100%.

Benefited from the improvement in operating cash flows, our
Group borrowed less from banks in the Year as compared to that in
2015. As such, gearing ratio dropped in the Year.

Inventory Turnover Days
The following table sets out the summary of our Group’s

inventory turnover days during the years ended 31 December 2016
and 2015:

Wit

A LU R DL R R B DL R i A B AT R LB AR
T3 LA 100% 5T -

5 3% BB B 2 % $%@M$$ﬁzﬂ
oy Sl iy A 2
HT R

17 £ 8 W

TERINAEHBEE T ANFER T AF
ToH =1 B 2 A 8 A

2016 2015

—NAE —E AR

Inventory Turnover Days (Note) 175 R () 63 58
Note: Wit

Inventory turnover days is calculated based on the average of the
beginning and ending inventory balance before provision for the periods
divided by the total cost of sales during the years multiplied by 365 days.

Inventories balance as at the respective years ended 31 December
2016 and 2015 represents aluminium profiles segment including
our raw materials, work in progress and the unsold finished goods
and property under development for sale.

The inventory turnover days increased due to: 1) the increased
balance of property under development for sale; 2) the Group
stocked up more raw materials in advance with as it anticipated

* that the aluminium ingot price may increase in early 2017.

178 JE SO DL SR B4 T 2 A S A 2 A R A R T
R DAAFE N 2 8 8 A BE R T 5 DA36S H TR

R E _F—ARNF; _F—HF+_H=1—
Hi%@ﬁZﬁ\m%ﬁﬁﬂﬁﬁ%’@ﬁﬁﬁ
R ARG ROR A RRR U RTEE Y
%o
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Debtors’ Turnover days

The following table sets out the summary of our Group’s debtors
turnover days during the years ended 31 December 2016 and
2015:

o B B o3 B

OB WS i 5k i e 30

TEHIAREBHBE "B ANFER -E—AF
A b E R AR BE 2 O K T A

2016 2015
L
Debtors’ Turnover Days (Note) JE M R R T AR (MY ) 88 95

Note:

Debtors’ turnover days is calculated based on the average of the beginning
and ending balance of trade and bills receivables for the periods divided by
turnover during the years multiplied by 365 days.

By strengthening management over collection of account
receivables , debtors’ turnover days in the Year was improved.

Creditors’ Turnover days
The following table sets out the summary of our Group’s creditors

turnover days during the years ended 31 December 2016 and
2015:

JRE A IR R R M BT LA B ) B 1 ¢ 2 22 o R s I I I i 22
P& R 2 P B DLAFE A 2 8 SR T R DA365 H RHAT -

AR 348 R oA SR A A [ P R R B AR AR T 2 B U
MR AT R A5 B B -

VBB oF W ok i e 39

TERINAEHEE - F - ANFER T LF
T A=t HAR AR AT IR G AR I

2016 2015
L
Creditors’ Turnover Days (Note) JEAT W SR FE AR (B ) 89 105

Note:

Creditors’ turnover days is calculated based on the average of the
beginning and ending balance of trade and bills payables for the periods
divided by the total cost of sales during the years multiplied by 365 days.

Benefiting from the increasing profit and effective cash
management in these two years, less payables recorded at the
end of 31 December 2015 and 2016, which led to the creditors’
turnover days decreased to normal level in 2016.

JRE A5 B T B 30 A A B0 ) e B e 2 A8 B IR AT K TE K E
o SR 45 i 2 73 BUSR DAUAT TR 2 B 65 A 4 8 1 0R DU
365HFHE -

Z 3 T W AR 2 % R B 2R B & A R Bl A
BHRAERE X -AF R _EF—-XRNFE+_H
= H o AR AR Bk AR AT R R D AT HR SR
FUIR A A = — N AR D & IEF KT o
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Cash flow

The table below summarises our Group’s cash flow during the
years ended 31 December 2016 and 2015:

A

BEnE

THEMEAEMRE T - AER E—TE
FoA=St—HILEEZH SRR

2016 2015

—F-AN SRR

RMB’million RMB million

A R Wi B A R WA E T

Net cash generated from S B T AT Bl R

operating activities 488.7 464.2
Net cash used in investing activities 18 T B 7 B A R A (115.2) (161.8)
Net cash used in financing activities il V% ) i P R 4 9 AR (352.4) (196.2)

We generally finance our operations through a combination
of shareholders’ equity, internally generated cash flows, bank
borrowings and our cash and cash equivalents. Our Directors
believe that on a long-term basis, our liquidity will be funded from
operations and, if necessary, additional equity financing or bank
borrowings.

Capital expenditures

Capital expenditure was used for acquisition of property, plant and
equipment and lease prepayment. During the Year, our Group’s
capital expenditures were approximately RMB188.0 million
(2015: RMB224.1 million). The significant capital expenditures
during the Year were mainly for the acquisition of equipment for

Xingfa’s four plants.
Loans and borrowings
As at 31 December 2016, our Group’s loans and borrowings

amounted to approximately RMB1,803.4 million (31 December
2015: RMB2,000.5 million).

AL ] — OB M A S IR A R AR 2 B
T RITEEAAER R MR EEEY R
HEEBRME & - ARBEF MG RN A
S 2 P AR B R (A ) A
e A il B BR AT

BEA B X

BB ST A E 2 R R M B LAY
T4 o A AR AR 2 EAB LA NR K
188,000,0007C ( — & — F4F : A R 224,100,000
JG) o A RE 2 REEA T FEAEKE R
FEVUR R 2 WA o

ok & i &
B FE=ARNETZA=Z T —H A EHZ K

FAS B4y N R #1,803,400,0000T ( & — H.4F
+=H=+—0: AR%2,000,500,0007C) °
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Banking facilities and guarantee

As at 31 December 2016, the banking facilities of our Group
amounted to approximately RMB4,006.3 million (31 December
2015: RMB3,564.5 million), of which approximately RMB2,311.0
million were utilised (31 December 2015: RMB2,222.0 million).

No banking facilities were guaranteed by related parties.

Contingent liabilities

As at 31 December 2016, our Group did not provide any guarantee
in respect of liabilities of any company not being a member of our
Group. Our Group had no material contingent liabilities as at 31
December 2016.

Foreign Currency Risk

Renminbi is not a freely convertible currency and the remittance
of funds out of the PRC is subject to the exchange restriction
imposed by the PRC government. The Group is exposed to
currency risk primarily through sales and purchases that are
denominated in a currency other than the functional currency of
the operations to which they relate. The currencies giving rise
to this risk are primarily Hong Kong dollars and United States
dollars.

Interest Rate Risk

The Group’s interest rate risk arises primarily from borrowings
from banks. Borrowings issued at variable rates and at fixed rates
expose the Group to cash flow interest rate risk and fair value
interest rate risk respectively. The interest rates profile of the
Group’s loans and borrowings are disclosed in note 24(c) to the

consolidated financial statements in this annual report.
Credit Risk

The Group’s credit risk is primarily attributable to trade and
other receivables. Management has a credit policy in place and
the exposures to these credit risks are monitored on an ongoing
basis. In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit over a

certain amount.

o B B o3 B

AT BB K I

Mo —ANE+H=+—H  AEHEZ BT
{5 BHE 4 A N R %4,006,300,0000C ( —F—F
FE+ T H=+—H: AR¥3,564,500,00070) > H
A N R 52,311,000,0000C ( —F—H4E+ A
=+—H: ANR%2,222,000,00050) &8

Sl 416 SR AT 15 L E 28 B2 A £
LI
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17T T 3 0 JEL By < S i 52 5y 2 2 DL JT K R TR
{H o
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24(c) i & °

fi £ L Bg:

AL W 2 A5 8RB E AR A 38 Sy B H At R iR
T B HEC 6 E R EER TR RZER
PRI o 58 B B FCA SRR IR T 5 > 3 B 2R £
FEH — E B8 2 BT A &5 AT (R A5 SRR -
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Except for the financial guarantees given by the Company as set
out in note 26 of the consolidated financial statements, the Group
does not provide any other guarantees which would expose the
Group or the Company to credit risk.

Liquidity Risk

Liquidity risk is the risk that the Group will not be able to meet
its financial obligations as they fall due. The Group’s policy is to
regularly monitor its liquidity requirements and its compliance
with lending covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding from
major financial institutions to meet its liquidity requirements in

the short and longer term.
PROSPECTS

In line with our prudent approach and in view of the fragile China
economic environment, strengthening balance sheet management,
optimizing product mix and enhancing operating efficiency are
still our main focuses in 2017. Meanwhile, aiming to develop
Xingfa as an all-rounded and one-stop aluminium service
provider, we are actively looking for business opportunities for
both semi-upstream and downstream merger and acquisitions in
China.

A

Wi fo B B 55 i R BT RE26 B it A 2 WA Hh 2 B 5 4f
PRAN > A 42 B 37 M08 £ (3 AE (o] LAt 98 O > SRl A 4R
P B 2 ) R 32 A B Ja B o
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Directors
Executive Directors

Mr. Liu Libin, aged 44, became the Chairman of the Company
since 8 September 2011. Mr. Liu obtained a Degree of Executive
Master of Business Administration from South China University
of Technology and has held various senior positions in financial,
marketing and governmental fields. Mr. Liu had been the vice
section chief (@l #}{£) of finance division of Department of
Foreign Trade and Economic Cooperation of Guangdong Province,
finance manager and deputy general manager of Sinomart
Development Co. Limited (#8 & B F¥ A R A 7)) , director and
general manager of the finance department of Goldsland Holdings
Company Limited (& B # A BR A A]) , deputy chairman of
Guangdong Advertisement Co., Ltd. (& H % B 24 A BR A ) and
chairman of Guangdong Guangxin PACO Technology Co., Ltd.
(B AD = B AT R A #) , a subsidiary of Guangdong
Guangxin Holdings Group Ltd. (& &8 # & B £ B4 B A R A
7)) . Mr. Liu is the chairman of the board of Guangdong Xingfa
Aluminium Co., Ltd. (/& B %% §5 264 R A &) (“Guangdong
Xingfa”), a wholly-owned subsidiary of the Company.

Mr. Luo Su, aged 78, is the honorable chairman of the Board,
an executive Director and founder of the Group. He has over
20 years of experience in the aluminium profile industry. He is
responsible for the overall management, operations, financial
aspects, corporate directions and strategies of the Group. Mr. Luo
is qualified as an T.ZEZEJEHT (industrial economist) based on
his previous experience with Nanhai Xingfa Aluminium Profiles
Factory. Mr. Luo was certified as an outstanding entrepreneur of
private enterprise by the People’s Government of Foshan City
in 2003, an outstanding entrepreneur by the China Non Ferrous
Metals Industry Association in 2005 and received an outstanding
Guangdong patent award for the patent titled $ 7 4 i £5 £ [F] 7K
T T $5% 26 (aluminium alloy flat ingot horizontal heat-top
casting device) in 2005. Mr. Luo is a deputy to the 12th Session of
the People’s Congress of Foshan City for a term of five years from
2003 to 2008. Mr. Luo Su is the father-in-law of Mr. Liao Yuqing,
an executive Director.

HELARHAEMAR
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Mr. Luo Riming, aged 60, is an executive Director and chief
executive officer of the Company. He is responsible for the
procurement and utilisation of equipment and infrastructure for
the business of the Group. Mr. Luo is also responsible for the
procurement of raw materials and the assessment and selection
of suitable suppliers. He has over 30 years of experience in
the aluminium profile industry. Mr. Luo established the Group
in 1980s. Prior to joining the Group, Mr. Luo has worked at
Nanhai Hardware Factory (township enterprise), Nanhai Power
Supply Bureau, Nanzhuang Electric Appliance and Furniture
Factory, Guangdong Xingfa Aluminium Profiles Factory and
Xingfa Group. Mr. Luo obtained a bachelor’s degree in economic

management by the Guangdong Radio & TV University in 1998.

Mr. Liao Yuqing, aged 48, is an executive Director. He is also the
supervisor of the sales and marketing department in charge of the
sales and marketing activities of the Group and is responsible for
the planning, development, implementation and evaluation of the
marketing strategies of the Group. Mr. Liao joined the Group in
January 1993. Prior to that, Mr. Liao was in the military between
1986 to 1991. Mr. Liao worked at the Agricultural Bank of China
Jiujiang Branch from 1991 to 1992. Mr. Liao is the son-in-law of
Mr. Luo Su, the chairman of the Group and an executive Director.

Mr. Dai Feng, aged 45, is the executive Director and Chief
Financial Officer of the Company since 8 September 2011.
Mr. Dai obtained the Degree of Executive Master of Business
Administration (EMBA) from Jinan University, and held the
qualifications of an accountant and auditor, China Certified Tax
Agent, International Certified Internal Auditor and Master of
International Public Accountant of Australia ({8 G55/ &
#HAT) (“MIPA™). Mr. Dai has extensive experience in accounting
and auditing fields. He was the head of the supervising and
auditing department and the finance department of J& 1 2 3k Jk 24
LA R/ A (unofficial English name being “Guangzhou
Yang Cheng Zhao Ye Enterprise Group Ltd.”) , seconded finance
controller of Guangzhou Lingnan International Enterprise Group
Co., Led. (J N 38 B0 R A 26 4L MG BR A A ) | assistant to the
head of finance department of Guangdong Guangxin Holdings
Group Ltd. (J& B J& B 4 % 4E [ A R A 7)) and manager of
finance department of Guangdong Guangxin Investment Holdings
Co., Led. (& HJE B EHEBAR/AF) . Mr. Dai is currently the
supervisor of FSPG Hi-Tech Co., Ltd. ( i tLi il ¥8 B} 55 4= [ A% 17y
A PR/ W) , a company listed on Shenzhen Stock Exchange. Mr.

~ Dai is also as a director and chief financial officer of Guangdong

Xingfa.
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Mr. Law Yung Koon, aged 59, is an executive director. He is
responsible for the sales and marketing of our products in overseas
market. Prior to joining the Group, Mr. Law was the general
manager of Hang Fat Aluminium Profiles Company Limited,
which was the sole distributor of the Group in Hong Kong and

Macau and one of the suppliers of aluminium ingots.

Mr. Wang Zhihua, aged 46, is an executive Director. Prior to
joining the Group in January 2003, from 1992 to 1997, Mr. Wang
worked at Guanglian Industrial Co., Ltd. and the Guangzhou
Branch of Huaxia Securities Co., Ltd. Mr. Wang obtained a
bachelor’s degree in statistics from the Jiangxi University of
Finance and Economics in 1992. Mr. Wang was certified as a
securities agent for the period from September 2001 to September
2004 by the Securities Association of China.

Non-executive Director

Mr. Chen Shengguang, aged 53, is a non-executive Director of
the Company since 8 September 2011. Mr. Chen held a master’s
degree in Sun Yat-Sen University and is a non-practicing certified
public accountant in the PRC. He has extensive experience in
accounting and finance fields. Mr. Chen was the deputy general
manager of Guangdong Foreign Trade Imp. & Exp. Corporation
(ERBANE B3\ 7)), the head of finance department,
the head of clearing centre and the deputy chief accountant of
Guangdong Foreign Trade Group Co., Limited ( 5% 5 & i # 4 &
S A M2 F) and a director of FSPG Hi-Tech CO., Ltd. (i1l
YRR EE E M A BR/AF]) , a company listed on Shenzhen
Stock Exchange. Mr. Chen is currently deputy general manager of
Guangdong Guangxin Holdings Group Limited ( & 5 % &% B 4 i
LEARAT) .
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Independent non-executive Directors

Mr. Chen Mo, aged 52, is an independent non-executive
Director appointed on 29 February 2008. He obtained the
lawyer qualification certificate issued by the Guangdong
Provincial Department of Justice in June 1989. He has been a
practicing lawyer in the PRC since 1993 and has been a partner
of Goldsun Law Firm ([ {5 ¥ & 3 il 3585 B ) from 1998 to
2011. Mr. Chen was admitted as a lawyer by the Department
of Justice of Guangdong Province in June 1989 and obtained
=R & (Third Grade Lawyer) from the Department of
Personnel of Guangdong Province in 1999. Mr. Chen graduated
from the Political Education Department of South China Normal
University (5 [fi#i K £%) in 1986. He has been granted the
CRERT A 5 58 IR 5 A EF B A8 W &) (Certificate of Engaging
in Securities Law Business) jointly by the Ministry of Justice and
China Securities Regulatory Commission in 1996, the {fHfifi
HEBMPHCEEMR CEEEHEEHEE) (Certificate of
Engaging in Delimitation of Property Rights of Collective Science
and Technology Enterprises) jointly by the Ministry of Justice, the
Ministry of Science and Technology of the People’s Republic of
China and the State-owned Asset supervision and Administration
Commission of the State Council in 1998, and the { LT/ A
WL S BE 45 26§ ) (Certificate of Completion of Training
on Independent Directors of Listed Companies) by the China
Securities Regulatory Commission and the School of Management
of Fudan University jointly in 2001. Currently, Mr. Chen has been
a partner of Guangdong Junhou Law Firm ( & 5 H J= {3 fiff 25 5
B .

Mr. Junius K. Y. Ho, aged 54, is an independent non-executive
Director appointed on 29 February 2008. He is a Senior Partner
of Messrs. K.C. Ho & Fong, Solicitors & Notaries where he is the
head of the Litigation and Commercial Department. He is also the
Principal Representative of the Guangzhou Office. Having studied
at Anglia Ruskin University in the United Kingdom (formerly
known as Chelmer Institute of Higher Education), Junius
obtained his Bachelor of Law Degree in 1984. He then joined the
University of Hong Kong for the Post-graduate Certificate in Laws
study. Junius was further awarded with the honorary degree of
Doctor of Laws by Anglia Ruskin University in 2011.
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Junius was admitted as a solicitor in Hong Kong in 1988. He
was subsequently admitted in Singapore and England and Wales
in 1995 and 1997 respectively. In 2003, he was appointed as a
China-Appointed Attesting Officer.

Junius has over 20 years of legal experience and is committed in
serving the community and contributing to the business economic
co-operation between Hong Kong and the Mainland. Being
the Past President and Council Member of the Law Society of
Hong Kong, he actively participates in its current affairs. Apart
from serving his own legal profession, he also serves various

government and advisory boards as follows:—

1. Member of the Legislative Council (2016/2020);

2. Elected Member of the Tuen Mun District Council
(2016/2019);

3. Member of the Council of Lingnan University of Hong

Kong (2015/2018);

4. Arbitrator of Zhengzhou Arbitration Commission and
South China International Economic and Trade Arbitration

Commission (Shenzhen Court of International Arbitration);

5. Indigenous Village Representative of Leung Tin Tsuen;

6. Independent Director of Hong Kong Football Association
(2011/2019);

7. Founder of Butterflyers Association Limited, a charitable
organization;

8. Spokesman of New Territories Concern Group; and

9. Member of the Panel of Adjudicators of the Obscene

Articles Tribunal.
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Mr. Lam, Ying Hung Andy, aged 52, is an independent non-
executive Director appointed on 29 February 2008. He is an
associate member of various professional organisations, namely
The Institute of Chartered Secretaries and Administrators, The
Hong Kong Institute of Company Secretaries and The Hong Kong
Institute of Bankers. Mr. Lam is also a fellow member of The
Association of Chartered Certified Accountants and the Hong
Kong Institute of Certified Public Accountants. He obtained
his master’s degree in professional accounting from The Hong
Kong Polytechnic University. Mr. Lam has over 20 years of
experience in the accounting, banking and finance sectors and
currently is working as the General Manager of Viking Logistics
Limited, a private company which is an airfreight operator and
transportation company. Mr. Lam was also the president of Dragon
Junior Chamber, a local chamber affiliated with Junior Chamber
International Hong Kong in 2004 and was elected as the national
vice president of the Junior Chamber International Hong Kong
in 2005. He is currently an independent non-executive director
of Brilliant Circle Holdings International Limited and Synertone

Communication Corporation.
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Mr. Liang Shibin, aged 76, is an independent non-executive
Director appointed on 14 December 2013. He completed the
programme of Nonferrous Metal and Heat Treatment in the
Department of Special Metallurgy from "' 7 8% /A 2 B (unofficial
English translation being Central South Institute of Mining and
Metallurgy) (now known as " F K£ (Central South University)).
From 1965 to 1982, Mr. Liang had worked in the special
workshop of HALHE A 4 il LK (unofficial English translation
being Northeast Light Alloy Processing Factory) first as technician
and later as engineer and specialized in atomic reactor technical
matters. From 1982 to 1992, Mr. Liang had worked in EREH
6,42 J& Jin T (unofficial English translation being Guangdong
Nonferrous Metal Processing Factory) first as workshop manager,
and later as deputy factory general manager and then factory
general manager. From 1988 to 1992, he also served as the
president of J# H & §5 B # 15 & (unofficial English translation
being Guangdong Aluminium Profile Association). From 1992 to
2003, he first served as the general manager of L 7% B #5348 7
(unofficial English translation being Hangzhou Hongchang
Aluminium Company) and later as the deputy general manager
and chief engineer of % J} 1 3 4 Al (unofficial English
translation being Ningbo Aluminium Company). From 2003 to
2011, he served as a senior consultant of i 4t & [ %5 58 2E I 1o
A B2 F] (Fujian Minfa Aluminium Co., Ltd.) (a company listed
on Small and Medium-sized Enterprise Board of Shenzhen Stock
Exchange with stock code: 002578). Mr. Liang has been acting as
an independent director of &% & [ 4% 85 2 M FRA A (Fujian
Minfa Aluminium Co., Ltd.) since April 2008.
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ERLAEKBEHEANE

Alternative Director to LIU Libin

Mr. Wong Siu Ki, aged 41, is the Alternative Director to Mr. Liu
Libin. He has extensive experience in accounting, finance and
capital market fields. Currently, Mr. Wong is the Chief Investment
Officer of the Group since April 2015. Prior to joining the Group,
Mr. Wong worked in an international accounting firm from 1997
to 2003. Subsequently, between 2004 to 2007, Mr. Wong was
appointed as the Chief Financial Officer cuam Company Secretary
to Eagle Brand Holdings Limited, a company listed on the main
board of the Stock Exchange of Singapore. From August 2007
to April 2010, he was the Group’s Chief Financial Officer and
Company Secretary. From April 2010 to December 2012 Mr.
Wong was appointed a non-executive Director of the Company.
Since December 2012 Mr. Wong was appointed as alternative
director to LIU Libin, who is the Chairman and Executive Director
of the Company. Currently, Mr. Wong is an Independent Non-
Executive Director to Major Holdings Limited and AMCO United
Holding Limited, both are main board listed companies in Hong

Kong.

Mr. Wong holds a bachelor’s degree in Accountancy with First
class honors from The Hong Kong Polytechnic University.
Mr. Wong is a fellow member of the Association of Chartered
Certified Accountants and the Hong Kong Institute of Certified
Public Accountants and a member of the Institute of Chartered
Accountants in England and Wales.

Senior Management

Mr. Lin Yan, aged 48, is Vice President of the Company and was
appointed on 26 August 2011. Mr. Lin is responsible for the sales
operation of the Company. Prior to joining Xingfa Aluminium,
Mr. Lin worked in a state-owned enterprise, Guangdong Metals
& Minerals Import & Export Group Corporation ([ # 2 . 4 fi%
EEHEH 04 AR, with more than 20 years of experience in
international trade. He was awarded a certificate of Economist by
Ministry of Human Resources of the PRC in 1996. Mr. Lin held a
Bachelor Degree in Economics from Jinan University, the Degree
of Executive Master of Business Administration (EMBA) at South
China University of Technology. Mr. Lin was also appointed as
Vice General Manager of Guangdong Xingfa.
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Mr. Liu Yuntang, aged 48, is the deputy general manager of the
Company and is responsible for production management of the
Group. Mr. Liu joined Guangdong Xingfa Aluminium Profiles
Factory in 1993. Prior to joining the Group in October 1993,
Mr. Liu worked at Nanhai Guangdong Cable Factory Co., Ltd.
from 1991 to 1993. Mr. Liu was granted a bachelor’s degree in
engineering by the Guangdong Mechanics Institute in 1991. He
was certified as assistant engineer in 1993 by the Nanhai City
Science Technology Committee and certified as engineer in 2001
by the Foshan City Human Resources Bureau. He was awarded
as senior engineer by Guangdong Human Resources and Social
Security Department on 4 May 2015, and was granted a senior
executive master in business administration degree by Sun Yat-sen
University on 29 December 2015.

Mr. Du Jinhong, aged 61, is the deputy general manager of the
Company and is head of the internal audit department. Prior to
joining the Group in 1999, Mr. Du was the director (designate)
of the finance department and chief financial officer of Xingfa
Group from 1999 to 2005. From 1992 to 1999, Mr. Du worked at
Nanhai Hengxing Architectural Ceramics Factory (1992 to 1993)
and Nanzhuang Town Economy Development Head Office (1993
to 1999). He was certified as assistant accountant by the Nanhai
City Science Technology Committee in 1993. Mr. Du holds a
diploma in economics management granted by the Guangdong
Administrative University in 1997.

Mr. Guan Dubiao, aged 46, is the deputy general manager and
head of finance department of Guangdong Xingfa. Mr. Guan,
senior CPA is currently the council member of Foshan City CPA
Institute. Prior to joining the Group, Mr. Guan, after university
graduation, started his accounting career in Foshan Nanzhuang
Economic Development Company in 1991. Subsequently, Mr.
Guan served as several important financial positions within the
Group companies of Foshan Nanzhuang Economic Development
Company. Mr. Guan joined the Group in 1999 as deputy head
of finance department and Chief Accountant and subsequently
promoted as head of finance department. He was further promoted
as deputy general manager since September 2011.

COMPANY SECRETARY

Mr. Tam Ka Wai, Kelvin is the company secretary of the
Company. Mr. Tam is a solicitor of Leung & Lau, a law firm
practising in Hong Kong laws. He has experience in corporate
finance and compliances matters for the listed companies in Hong
Kong. Mr. Tam was admitted as solicitor of the High Court of
Hong Kong in 2013.
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The directors (“Directors”) of Xingfa Aluminium Holdings
Limited (“Company”) present their report together with the
audited consolidated financial statements of the Company and its
subsidiaries (collected referred to as the “Group”), for the year
ended 31 December 2016.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of other members of the Group
are set out in note 12 in notes to the consolidated financial
statements.

There were no significant changes in the nature of the Group’s
principal activities during the year ended 31 December 2016.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31 December 2016 are
set out in the consolidated statement of profit or loss on page 108
of the annual report.

FINAL DIVIDEND

The Directors did not recommend the payment of final dividend
for the year ended 31 December 2016 (2015: HK$0.09).
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the right to attend the forthcoming
annual general meeting to be held on Friday, 30 June 2017, the
register of members of the Company will be closed from Monday,
26 June 2017 to Friday, 30 June 2017 (both days inclusive).
During such period, no transfer of the shares in the Company
will be registered. In order to qualify for the attendance in the
annual general meeting, all transfers, accompanied by the relevant
share certificates, must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Investor
Services Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, not later than 4:30 p.m. on Friday, 23
June 2017.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five years is set out on page 216.

LOANS AND BORROWINGS

Details of the Group’s loans and borrowings at the balance sheet
date are set out in note 19 in notes to the consolidated financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 10 in notes to the
consolidated financial statements.

As at 31 December 2016, the Group’s property under development
for sale amounted to approximately RMB254,278,000. Such
property, namely Project Xingfa Plaza, is 100% owned by the
Group and is located at the northern side of Jihua Road and the
western side of Changang Road, Chancheng District, Foshan
City, Guangdong Province, the PRC. The development of the
property is in the final stage of construction and is scheduled to
be completed in August 2017. The land use rights of the property
have been granted for a term of 40 years expiring on 19 May
2050 for commercial service, office, culture and entertainment
uses. The property comprises a parcel of land with a site area
of approximately 16,961.36 sq.m.. Upon completion, the
development will have a planned gross floor area of approximately
123,716.39 sq.m.
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SHARE CAPITAL

Details of the Company’s paid-in capital for the year ended 31
December 2016 are set out in note 23 in notes to the consolidated
financial statements.

DONATIONS

The Group made donation of RMB445,000 (2015: RMB132,000)
for charitable or any other purposes during the Year.

EQUITY-LINKED AGREEMENT

Details of the equity-linked agreement entered into during the Year
or subsisting at the end of the Year are set out below.

Share Option Scheme

The Company conditionally adopted a share option scheme
(“Scheme”) on 29 February 2008. The Scheme became effective
on 31 March 2008. The purpose of the Scheme is to enable the
Group to grant options to selected participants as incentives or

rewards for their contribution to the Group.

Participants under the Scheme include directors and employees
of the Group or any entity (“Invested Entity”) in which the Group
holds an equity interest; any suppliers, customers, advisers or
consultants of the Group or any Invested Entity; any persons or
entities that provide research development or other technological
support to the Group or any Invested Entity; any holders of
securities issued by any member of the Group or any Invested
Entity; and any other groups or classes of participants whom the
Board considers have contributed or will contribute to the Group.

The principal terms of the Scheme are summarised as follows:

The maximum number of Shares which may be issued upon
exercise of all options to be granted under the Scheme and any
other schemes of the Group must not exceed 41,800,000 Shares,
being 10% of Shares in issue on the date of listing of the Shares
on the Stock Exchange unless approval of the shareholders of the
Company (“Shareholders”) has been obtained, and which must not

* in aggregate exceed 30% of the Shares in issue from time to time.
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No share option was granted by the Company since its adoption.
As at the date of this report, the total number of Shares available
for issue under the Scheme is 41,800,000 Shares, which represents
10% of the issued Shares as at the date of listing of the Shares on
the Stock Exchange and as at the date of this report.

The maximum number of Shares issued and to be issued upon
exercise of the options granted to each eligible participant
(including exercised and outstanding options) in any 12-month
period shall not exceed 1% of the issued Shares from time to time.

The subscription price for the Shares under the Scheme shall be
such price as the board of Directors (“Board”) may in its absolute
discretion determine at the time of grant of the option but the
subscription price shall not be less than the highest of (i) the
closing price of a Share as stated in the Stock Exchange’s daily
quotation sheets on the date of the Board approving the grant of
an option, which must be a business day (“Offer Date”); (ii) the
average closing price of a Share as stated in the Stock Exchange’s
daily quotation sheets for the five business days immediately
preceding the Offer Date; and (iii) the nominal value of a Share.

An option may be exercised in whole or in part in accordance
with the terms of the Scheme at any time during the period
commencing immediately after the business day on which the
option is deemed to be granted and accepted in accordance with
the Scheme (“Commencement Date”) and expiring on such date
of the expiry of the option as the Board may in its absolute
discretion determine and which shall not exceed ten years from
the Commencement Date but subject to the provisions for early

termination thereof as set out in the Scheme.

Upon acceptance of the grant of an option, the grantee shall pay
HK$1.00 to the Company as nominal consideration for the grant.

The Scheme shall be valid and effective for a period of 10 years

commencing on 31 March 2008.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s articles of association (“Articles”) or the laws of the
Cayman Islands, being the jurisdiction in which the Company
was incorporated, which would oblige the Company to offer new
Shares on a pro rata basis to existing Shareholders.
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during the
year ended 31 December 2016.

RESERVES

Details of movements in the reserves of the Group during the
year are set out in note 23 in notes to the consolidated financial

statements and in the consolidated statement of changes in equity.
DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s reserves available
for distribution calculated in accordance with the Companies,
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands amounted to RMB621,087,000 (2015:
RMB605,869,000).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, sales to the Group’s five
largest customers accounted for 20.3% (2015: 22.2%) of the
Group’s revenue where sales to the largest customer accounted for
8.5% (2015: 6.7%) of the Group’s revenue.

For the year ended 31 December 2016, purchases from the five
largest suppliers accounted for approximately 54.5% (2015:
55.6%) of the Group’s total cost of purchase whereas purchases
from the largest supplier accounted for approximately 30.9%
(2015: 20.6%) of the Group’s total cost of purchase.

None of the Directors or any of their close associates or any
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or five
largest suppliers during the year ended 31 December 2016.
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BUSINESS REVIEW

Below is a business review of this report as required by Schedule
5 to the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong). The discussion on a fair review of the Group’s
business, financial key performance indicators and performance
and indication of future development of the Group for the year
ended 31 December 2016 can be found in the sections headed
“Chairman’s Statement” and “Management Discussion and
Analysis” in this annual report. Those discussions form part of

this report of the Directors.

PRINCIPAL RISKS AND UNCERTAINTIES
FACING THE GROUP

The Group is exposed to various risks and uncertainties. The
effects of such risks may vary over time. The following table
sets forth material risks classified by the Group and the relevant
alleviating measures for each material risk for the management of

such risks.
Business Risk

Firstly, most of the Group’s revenue was generated from
customers in the PRC. Should there be any material adverse
change in the political, economic, legal or social conditions in
the PRC and the Group is unable to divert sales to other markets
outside of the PRC, the turnover, profitability and prospects may
be adversely affected.

In order to alleviate such risk, the Group will put efforts to expand
overseas market and increase the proportion of overseas sales. The
Group will also continue to review competitive edges of the Group
in the industry and market trend.

Secondly, the Group’s production activities of aluminium profiles
rely on, among other things, sufficient and uninterrupted supply of
aluminium ingots, being our principal raw materials. The Group
procures such principal raw materials from several major suppliers
and has not entered into any long-term purchase contracts with
any of our major suppliers of aluminium ingots for flexibility
in purchasing aluminium ingots at competitive prices at various

times.
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In order to alleviate such risk, the Group will conduct
investigation and assessment on suppliers periodically to ensure
stable supply source of raw materials.

Financial risks

Delayed payments of customers who were granted credit period
by the Group will increase the Group’s exposure to financial risks
and have an impact on financial performance and operating cash
flows of the Group.

In order to alleviate such risk, the Group will review accounts
receivable due from major customers on a regular basis and
control over it to an appropriate level. The Group will also manage
and control strictly internally and put additional efforts to collect
trade receivables overdue.

KEY RELATIONSHIPS

1. Employees

Human resources are the most valuable asset of the Group.
Developing and retaining talents are vital to our success.
The Group is committed to providing our employees with
a safe, pleasant and healthy working environment. The
Group rewards and recognises employees by competitive
remuneration package and implements a key performance
index scheme with appropriate incentives, and promote
career development and progression by providing
opportunities for career advancement.

In addition, each department of the Group is responsible
for determining its training needs for employee in its
department and any suggested applicable training courses
either arranged internally or by external service providers
shall be submitted to the senior management of the
Group for approval. Knowledge, skills and capacities of
employees are vital to continuous business growth and
success of the Group. The Group strives to ensure that
all employees can fulfill the relevant job requirements
in terms of education, training, technical and work
experience.
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2 Suppliers

We have developed long-standing relationships with a
number of our vendors and take great care to ensure
that they share our commitment to quality and ethics.
We carefully select our suppliers and require them
to satisfy certain assessment criteria including track
record, experience, financial strength, reputation, ability
to produce high-quality products and quality control
effectiveness.

3 Distributors and customers

We sell our products to distributors and customers. We
require our distributors and customers to comply with the
relevant laws and regulations and our sales and marketing
policies, including but not limited to selling price,
promotional activities and use of our ERP system. We also
monitor the financial condition and repayment history of
our distributors and customers, and sales performance of
them.

ENVIRONMENTAL POLICIES AND
PERFORMANCES

As a supporter of environmental protection, the Company strives
for efficient and effective use of energy and resources in operation
and management level of the Company. Energy conservation is a
priority under environmental protection and energy-saving devices
are used to reduce power consumption for lights. To enhance
environmental awareness and encourage daily participation among
the staff, there are policies in relation to energy conservation so as
to minimize negative environmental impacts.

A further discussion of the environmental policies of the Group is
contained in the Environmental, Social and Governance Report of
the Company.
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COMPLIANCE WITH RELEVANT LAWS
AND REGULATIONS

The Group recognises the importance of compliance with
regulatory requirements and the risk of non-compliance with
relevant requirements could lead to adverse impact on business
operation and financial position of the Group. The Board as a
whole is responsible to ensure the Group is in compliance with
relevant laws and regulations that have a significant impact on the
Company. During the course of the business operations, the Group
shall comply with different laws and regulations, including i) laws
regarding employee recruitment and benefits, such as the “Labor
Law of the PRC”, the “Labor Contract Law of the PRC”, and the
“Rulings of Implementing the Labor Contract Law of the PRC”;
and ii) the PRC national and local laws and regulations with
respect of environmental protection, including the Environmental
Protection Law of the PRC. For the year ended 31 December
2016, the Group was in strict compliance with these said laws and

regulations.
DIRECTORS

The Directors during the year ended 31 December 2016 and as at
the date of this report were:

Executive Directors:

Mr. LIU Libin (Chairman)

Mr. LUO Su (Honorary Chairman)

Mr. LUO Riming (Chief Executive Officer)
Mr. LIAO Yuqing

Mr. DAI Feng (Chief Financial Officer)
Mr. LAW Yung Koon

Mr. WANG Zhihua

Non-executive Director:

Mr. CHEN Shengguang

Independent non-executive Directors:
Mr. CHEN Mo

Mr. HO Kwan Yiu

Mr. LAM Ying Hung Andy
Mr. LIANG Shibin
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Alternative Directors to Mr. Liu Libin
Mr. WONG Siu Ki (Chief Investment Officer)

In accordance with Articles 108(A) and 108(B) of the Articles,
each of Mr. LIU Libin, Mr. LUO Riming, Mr. LIAO Yuqing and
Mr. DAI Feng will retire from the office of Director by rotation
and each of them, being eligible, will offer himself for re-election
at the Annual General Meeting.

Mr. LAW Yung Koon has entered into a service agreement with
the Company for a fixed term of three years commencing from
1 May 2009 and his term of appointment has been renewed for a
further three years commencing on 1 May 2012 and thereafter for
a further three years commencing from 1 May 2015.

Each of Mr. CHEN Mo, Mr. HO Kwan Yiu and Mr. LAM Ying
Hung Andy has been appointed for a fixed term of two years
commencing from 1 March 2016.

Mr. LIANG Shibin has entered into an appointment letter with
the Company for a fixed term of three years commencing from
14 December 2012 and thereafter for a further three years
commencing from 14 December 2015.

Save as disclosed above, none of the Directors has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.

The Company has received from each of the independent
non-executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on the Stock Exchange (“Listing Rules”) and the
Company considered all the independent non-executive Directors
to be independent.
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DIRECTORS’ AND SENIOR
MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors and the senior management
of the Group are set out on pages 19 to 27 of the annual report.

Human resources

As at 31 December 2016, our Group employed a total of
approximately 6,091 full time employees in the PRC which
included management staff, technicians, salespersons and workers.
In 2016, our Group’s total expenses on the remuneration of
employees were approximately RMB503.5 million, represented
9.0% of the revenue of our Group. Our Group’s emolument
policies are formulated on the performance of individual
employees, which will be reviewed regularly every year. Apart
from the provident fund scheme (according to the provisions of
the Mandatory Provident Fund Schemes Ordinance for Hong Kong
employees) or state-managed retirement pension scheme (for the
PRC employees) and medical insurance, discretionary bonuses and
employee share options are also awarded to employees according
to the assessment of individual performance.

The Company has adopted a share option scheme as an incentive
to Directors and eligible employees, details of the scheme is set
out in the paragraph headed “Equity-linked Agreement” in this
report.

CONTRACT OF SIGNIFICANCE

Save as disclosed in note 27 in notes to the consolidated financial
statements and in the paragraph headed “Connected transactions”
in this report, (i) no Director had a material interest, either directly
or indirectly, in any contract of significance to the business of the
Group to which the Company, its holding company or any of its
subsidiaries was a party during the year ended 31 December 2016;
and (ii) no other contract of significance was entered into by, and/
or subsisted between the Company or any of its subsidiaries with
the controlling shareholder during the Year; and there is no other
contract of significance in relation to provision of services by the
controlling shareholder or any of its subsidiaries to the Group.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2016, 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 (Cap. 571, Laws of
Hong Kong) (“SFO”)) as recorded in the register required to
be kept by the Company under section 352 of the SFO, or were
required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers contained in Appendix 10 of the
Listing Rules (“Model Code”), to be notified to the Company and
the Stock Exchange, were as follows:

Long position
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Company/Name of Numberand +-H=+—H

associated corporations Name of directors Capacity class of securities IFi) 8 8 77 i I

A2 w4 R HREH 50 w7 WO R B Aalkk

Company LUO Su Beneficial owner 57,109,200 13.66%
AT i3 73 Hia A A ordinary Shares
57,109,200/5
5

Company LUO Riming Beneficial owner 51,813,700 12.40%
PN/ 2 H e =& % DN ordinary Shares
51,813,700/
5 i

Company LIAO Yuqing Beneficial owner 48,200,100 11.53%
b /| B R HaAa A ordinary Shares

48,200,100 &
3 fi
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Percentage
shareholding in
the same class of
securities as at
31 December

2016
() S
Company/Name of Number and +Z-H=1—H
associated corporations Name of directors Capacity class of securities [Fi] 2 5 27 o I
A W) Tk 4 LA g w o B H R [ifid:A
Company LAW Yung Koon Beneficial owner 19,050,000 4.56%
A # e Ha A A ordinary Shares
19,050,000/
Interest of spouse 1,719,000 0.41%
Fic 18 1 4 ordinary Shares
1,719,000/
3 Ik
Company WONG Siu Ki Beneficial owner 50,000 0.01%
NN K HamEAa A ordinary Shares
50,000/

Save as disclosed above, as at 31 December 2016, none of the
Directors or the chief executive of the Company had registered an
interest or short position in the shares, underlying shares of the
Company or any of its associated corporations that was required to
be recorded pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

At no time during the year ended 31 December 2016 were rights
to acquire benefits by means of the acquisitions of Shares in
or debentures of the Company granted to any Director or their
respective spouse or minor children, or were any such rights
exercised by them; or was the Company, or any of its subsidiaries
a party to any arrangement to enable the Directors to acquire such

b _ rights in any other body corporate.
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DIRECTOR’S INTERESTS IN COMPETING
BUSINESS

Save as disclosed in the prospectus of the Company dated 17
March 2008, none of the Directors hold any interests in any
competing business against the Company or any of its subsidiaries
for the year ended 31 December 2016.

SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS WHO ARE REQUIRED
TO DISCLOSE THEIR INTERESTS
PURSUANT TO PART XV OF THE SFO

As at 31 December 2016, the following persons, other than a
Director or the executive of the Company, had interests or short
positions in the shares and underlying shares of the Company
which are required to be recorded in the register required to be
kept by the Company under section 336 of the SFO:

Long position
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Percentage
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R =N

Number and +ZHA=+—H

Name of entities Capacity class of Securities 7] %60 % 77 i =

TS AW 50 w2 B R R ISR 41

Guangxin Aluminium (HK) Limited Beneficial owner 125,360,000 29.99%
7 vk B R i A PR A T Ham AN ordinary Shares
125,360,000/

Guangxin Aluminium (HK) Limited Interest of controlled 125,360,000 29.99%
HWF O EARA A corporation ordinary Shares
S 5 U5 P HE 4 125,360,000/8

State-owned Assets Supervision and Interest of controlled 125,360,000 29.99%

Administration Commission of the corporation
People’s Government of Guangdong 2 T RE 45

Province
R A N BB A G E R
(EElE =Ry

ordinary Shares
125,360,000/
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Save as disclosed above and in the paragraph headed “Directors’
interests in shares, underlying shares and debentures of the
Company and its associated corporations” above, as at 31
December 2016, no other person had interests or short positions
in the shares and underlying shares of the Company which are
required to be recorded in the register required to be kept by the

Company under section 336 of the SFO.

CONNECTED TRANSACTIONS

A.

The following entities are connected parties of the A.
Company and had continuing connected transactions with

the Group during the year ended 31 December 2016:

Name of the entity
A

B b 30 Bt T3 5 7 AR 28 ) e H M gk T 2 i
73~ R B e M MR S b 2 M | — B T B R
G R -RNFEF A = — B A A
LR AR T 2 B B AR R R A7 o AR A BT
1713 ZE T Sk A A % ) AR 05 i 2 M B 0 91 S 3361k
11 7 2 5wl Ao

3R 3 22 5
DUT A A B A A A 2 B+ SR
SN A S AR AR R AR

EEET BB S

Connection with the Company

B 2y W 2 B 4R

Guangdong Xingfa Curtain Wall,
Door & Window Co., Ltd.
(“Xingfa Curtain Wall”)

B SR L% A 1 A PRA A
(B BEH N )

Guangzhou Jinxing Construction
Technology Co., Ltd.
(“Guangzhou Jingxing”)

JBE M Bt B SRR A BRA W
(T8 S5 L ])

During the year ended 31 December 2016, the following  B.
continuing connected transactions were non-exempt

continuing connected transactions and are subject to

announcement requirements.

Owned as to 46% by Mr. LUO Su, as to 33% by Mr. LUO Riming and as
to 21% by Mr. LIAO Yuqing. Each of Mr. LUO Su, Mr. LUO Riming and
Mr. LIAO Yuqing is an executive Director.

G E AR AR ST AR OB SRR OB R B O R HEAT46% ~ 33% K21 % HE
dit o FERRSCAE B H WIS R R B AES A BRATES -

A shareholder holding 20% equity interests in Jiangxi Province Jingxing
Aluminium Panel Manufacturing Co., Ltd (“VL VY & 3t Bl g 4 pl B 45
FRZy ™) (“Jiangxi Jingxing”), a company which the Group holds the
remaining 80% equity interests and accounted for as an associate of the
Group.
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continuing connected transactions:

ii.

Sale of aluminium profiles by
Guangdong Xingfa to Xingfa
Curtain Wall

Joi R B % i) L A A A R A

Granting of a right to use the patents
and other related technologies and
services by Guangzhou Jingxing to
Jiangxi Jingxing

JE ] 5% L 1) Y 7Y 5 BLAE o o ) 2R
B JFC A AR R 452 fil B 5 ) HEE )
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During the year ended 31 December 2016, Guangdong
Xingfa sold to Xingfa Curtain Wall certain construction
materials specified by Xingfa Curtain Wall. The
construction materials purchased by Xingfa Curtain Wall
were further processed into window and curtain wall and
sold to its customers.

WEE —FE—ANFET A= —HIRFEE R R
[e] SEL % 50 il L AR B BRI A 0 2 A T A o BLER R A
W 2 b P T 2 P R R AR 1 LR R A

For the year ended 31 December 2016, Guangdong Xingfa
sold construction materials to Xingfa Curtain Wall for
approximately RMB160,483,000.
WEZZ-ANET A=+ HIRFEE S BREEHE
T BB 2 M A N R 160,483,0007C ©

During the year ended 31 December 2016, Guangzhou
Jingxing agreed to grant to Jiangxi Jingxing a right to
use of certain patents and other related technologies and
services.

IBE R —NET A= — B IIRERE R BN 5
(] 738 1) Y1 VG S5 LA ) {6 1) 1 SR R JHL Al A Bl il B e
B I HER

For the year ended 31 December 2016, Jiangxi Jianxing
has paid RMB2,377,000 licence and service fee to
Guangzhou Jingxing.

WEZZ-ANFEH A= HIFEE I REC [
Jo M S5 BB S R AT MR 5 N R 2,377,000 0T
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2. Set out below is the annual caps for the year ended 2. N SCHA b S R g T R A R 2
31 December 2016 of each of the continuing GWEZE—ANETZH = —
connected transactions set out above: R4 RE 2 AR RE R

For the year ended

31 December 2016

BE F—N
+ZH = H IR
i. Sale of aluminium profiles by Guangdong Xingfa to RMB220,000,000
Xingfa Curtain Wall

i. Joi R L 5% 1) BBL % R R L A N R #$220,000,0007C
ii. Granting of a right to use the patents and other related technologies RMB3,200,000

and services by Guangzhou Jingxing to Jiangxi Jingxing

N E#3,200,0000C

ii. Jo P 5 B i VG S5 LA Y SR R EL At A I i B A s ) R A

3. Views of the independent non-executive Directors:

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

(1) in the ordinary and usual course of business
of the Company;

) on normal commercial terms or terms no
less favourable to the Company than terms
available to or from independent third
parties; and

3) in accordance with the relevant agreement
governing them on terms that are fair
and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company also confirmed that it has followed
the pricing policies and guidelines when
determining the price and terms of the transactions
during the year.
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The auditor of the Company was engaged to report
on the Group’s continuing connected transactions
in accordance with Hong Kong Standard
on Assurance Engagements 3000 (Revised)
“Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. The
auditor has issued his letter to the Board containing
his findings and conclusions in respect of the
continuing connected transactions as set out above
in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange of
Hong Kong Limited which stated that:

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

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

Group;

c. nothing has come to the attention of the
auditor that causes the auditor to believe
that the disclosed continuing connected
transactions were not entered into, in
all material respects, in accordance with
the relevant agreements governing such
transactions;
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d. with respect to the aggregate amount
of each of the continuing connected
transactions, nothing has come to the
attention of the auditor that causes the
auditor to believe the disclosed continuing
connected transactions have exceeded the

annual cap as set by the Company.

C. The Directors confirm that the material related party
transactions as disclosed in note 27 to the consolidated
financial statements (except the transactions with
Jiangxi Jingxing) fall under the definition of “connected
transaction” or “continuing connected transaction” (as the
case may be) in Chapter 14A of the Listing Rules. The
Directors confirm that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of
the Listing Rules.

CORPORATE GOVERNANCE

In the opinion of the directors of the Company, save as set out in
the Company’s corporate governance report in this annual report,
the Company had complied with all the code provisions of the
Corporate Governance Code as set out in Appendix 14 to the

Listing Rules for year ended 31 December 2016.
MODEL CODE

The Company adopted a set of codes for securities transactions on
terms no less exacting than those set out in the Model Code for
Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”) as its own
code of conduct for securities transactions. Having made specific
enquiry of all Directors, all Directors confirmed that they had
complied with the required standards set out in the Model Code
during the year ended 31 December 2016.

PERMITTED INDEMNITY PROVISION

During the Year and as at the date of this report, an indemnity
provision was in force such that the Directors should be
indemnified by Company against all actions, costs, charges,
losses, damages and expenses they may incur or sustain in the

execution of their duty.
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EVENTS AFTER THE END OF THE
FINANCIAL YEAR

As disclosed in the Company’s announcement dated 22 September
2016 (the “Joint Announcement”) jointly issued by the Company,
Guangxin Aluminium (HK) Limited, Mr. Luo Su, Mr. Luo
Riming, Mr. Liao Yuqing, Mr. Law Yung Koon and Ms. Lam
Yuk Ying (together, the “Joint Offerors”), the Joint Offerors put
forward a pre-conditional proposal for the privatisation of the
Company by way of a scheme of arrangement under section 86
of the Companies Law, Cap. 22 (Law 3 of 1961), as consolidated
and revised, of the Cayman Islands. The pre-condition to make
the proposal was satisfied on 21 March 2017. As at the date of
this report, the proposal and the scheme of arrangement were
still subject to a number of conditions and had not yet become
effective. Further details of the proposal and the scheme of

arrangement are set out in the Joint Announcement.

Save as disclosed above, there were not important events affecting
the Company that have occurred since the end of the Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained sufficient public float as at the date of this report.

AUDITORS

The financial statements have been audited by KPMG who shall
retire and, being eligible, will offer themselves for re-appointment
at the forthcoming Annual General Meeting. A resolution will
be proposed at the forthcoming Annual General Meeting to re—
appoint KPMG as auditors of the Company.

On behalf of the Board of Directors

LIU Libin

Chairman

Foshan China, 31 March 2017
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Corporate Governance Report
AR 56 A R

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules (“Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”). In the opinion of the
directors of the Company (“Directors”), save as mentioned in this
Corporate Governance Report, the Company had complied with
all the code provisions of the Corporate Governance Code as set
out in Appendix 14 to the Listing Rules for the year ended 31
December 2016.

The Directors are committed to upholding the corporate
governance of the Company to ensure that formal and transparent
procedures are in place to protect and maximise the interests of
the shareholders.

Set out below is a detailed discussion of the corporate governance
practices adopted and observed by the Company throughout the
year ended 31 December 2016.

A. DIRECTORS’ SECURITIES
TRANSACTIONS

The Company adopted a set of codes of securities
transactions on terms no less exacting than those set out in
the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix 10 to the Listing
Rules (the “Model Code™) as its own code of conduct for
securities transactions. Having made specific enquiry of all
Directors, all Directors confirmed that they had complied
with the required standards set out in the Model Code
during the year ended 31 December 2016.
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BOARD OF DIRECTORS

()

Board composition

The Board currently comprises a combination of
executive Directors and non-executive Directors.
As at the date of this report, the board of Directors
(“Board”) consisted of the following Directors:

Executive Directors:

Mr. LIU Libin (Chairman)

Mr. LUO Su (Honorary Chairman)

Mr. LUO Riming (Chief Executive Officer)
Mr. LIAO Yuqing

Mr. DAI Feng

Mr. LAW Yung Koon

Mr. WANG Zhihua

Non-executive Director:
Mr. CHEN Shengguang
Independent non-executive Directors:

Mr. CHEN Mo

Mr. HO Kwan Yiu

Mr. LAM Ying Hung Andy
Mr. LIANG Shibi