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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

OVERVIEW

For the year ended 31 December 2017 ("Year”), the
Group’s revenue amounted to approximately HK$1,114.64
million (2016: HK$654.84 million), representing an increase
of 70.22% over last year. Gross profit of the Group was
approximately HK$119.31 million (2016: HK$66.87 million).
The profit (net of tax) was approximately HK$110.28 million
(2016: HK$8.58 million). Profit attributable to owners of
the Company was approximately HK$115.02 million (2016:
HK$7.22 million). The significant increase of profit during
the Year was mainly attributable to the substantial increase
in the profit attributable to owners of the Company by
about 1,493.07% and the other income increased by
about 288.83% over last year. During the Year, the Group
successfully explored into mineral products business which
results were proved to be satisfactory and generated
extraordinary segment revenue for the Group. The Group
also received a non-refundable cash award granted by the
Lianyungang City Ganyu District People’s Government* (&
EETERE ARRMA)in recognition of the Group's
commitment towards the development of the construction
projects in Jiangsu Province, the People’s Republic of China
("PRC"); such award was booked as other income of the
Group. Earnings per share for the Year was HK2.20 cents
(2016: HK0.15 cents).

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

*  For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

SEGMENTAL INFORMATION

Wine and Liquor Business

The Group's wine and liquor business was principally
engaged in the sale and distribution of wine and liquor in the
PRC.

The revenue of the wine and liquor business declined by
21.67% to approximately HK$33.41 million (2016: HK$42.66
million) during the Year, accounting for 3.00% (2016:
6.51%) of the total revenue. Gross profit of this business
segment was approximately HK$3.32 million (2016: HK$5.66
million), representing a decrease of 41.34% from last year.

Since 2012, the revenue of this business segment has
been hit by the PRC government’s calls for cracking down
on extravagance in government departments and state-
owned institutions and enterprises as well as the plasticiser
contamination scandal. The directors were of the view that
the difficult operating environment of the liquor industry
in the PRC was not temporary and would continue at
least in the foreseeable future. Taking into account of the
negative prospect of the liquor industry in the PRC, the
Company entered into a sale and purchase agreement with
an independent third party on 4 October 2017 for disposal
of Rightsouth Limited, a wholly-owned subsidiary of the
Company, and it was completed on 27 October 2017. After
the disposal, the Group still maintains a trademark and
some trading business on wine and liquor. However, the
performance of this segment is expected to decline gradually
in the future.

Trading of Food Products Business

Trading of food products business recorded a revenue of
approximately HK$504.80 million (2016: HK$296.29 million),
accounting for 45.29% of the total revenue. Gross profit
of this business segment for the Year was approximately
HK$13.33 million (2016: HK$3.22 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

Rental Business

The logistic facilities and office facilities renting business
recorded a revenue of approximately HK$162.30 million
(2016: HK$59.13 million), accounting for 14.56% of the
total revenue. Gross profit of this business segment for the
Year was approximately HK$39.35 million (2016: HK$27.46
million). The Group started the operation of this business
in 2015 and the business is still developing. The operation
has become more mature during the Year. More logistic and
office facilities can be rented out and the occupancy rate is
high so that the revenue increased significantly.

Money Lending Business

The money lending business recorded a revenue of HK$48.93
million (2016: HK$24.80 million), accounting for 4.39% of
the total revenue. The increase was because more funds
were allocated to this business. Gross profit of this business
segment for the Year was approximately HK$48.93 million
(2016: HK$24.80 million).

Construction Business

Through participating in the public-private partnership
("PPP") projects, the Group derived a revenue of
approximately HK$230.52 million (2016: HK$231.97
million) and accounted for 20.68% (2016: 35.42%) of the
total revenue from the execution of the contractual works
contemplated under the PPP projects and the provision of
on-going maintenance services in relation to the PPP projects
during the Year. Gross profit of this business segment for the
Year was approximately HK$2.37 million (2016: HK$5.74
million).

Mineral Products Business

The mineral products business includes the flotation selection
of non-ferrous metals mines and sales of mineral products.
This business segment recorded a revenue of approximately
HK$134.67 million (2016: Nil) and accounted for 12.08%
(2016: Nil) of the total revenue. The Group acquired this
business during the Year and is expected to spend more
resources to develop this segment. Gross profit of this
business segment for the Year was approximately HK$12.01
million (2016: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

ACQUISITIONS AND DISPOSAL OF SUBSIDIARIES
Acquisition of Subsidiaries

(i)

(ii)

*

On 13 January 2017, the Company entered into an
equity transfer agreement with the vendor pursuant
to which the Company conditionally agreed to acquire
the 100% equity interest in JZRIIBAE S EBR QD
&) (Shenzhen Ming Jian Gold Industry Limited*) at
a consideration of RMB220 million payable by two
instalments, in which RMB190 million were settled by
cash within one month upon signing of the said equity
transfer agreement and RMB30 million were settled by
way of the Company allotting and issuing 76,686,332
consideration shares at the issue price of HK$0.44 per
consideration share to the vendor or her designated
nominee(s).

The conditions precedent to the above equity transfer
agreement were fulfilled and the completion of the
agreement took place on 10 February 2017.

Details of the above transaction were disclosed in the
announcements of the Company dated 13 January
2017, 16 January 2017 and 10 February 2017
respectively.

On 3 April 2017, the Company entered into an equity
transfer agreement pursuant to which the Company
conditionally agreed to acquire the 100% equity
interest in RIITTESEREZBR QA (Shenzhen
Huajinhuayin Industry Company Limited*) (“Target
Company”) at a consideration of RMB90 million to
be settled by cash within one month from the date of
the fulfilment of the conditions precedent to the said
equity transfer agreement. The subsidiary of the Target
Company is engaged in the flotation selection of non-
ferrous metals mines and sales of mineral products.

The conditions precedent to the said equity transfer
agreement were fulfilled and the completion of the
agreement took place on 6 June 2017.

Details of the above transaction were disclosed in the
announcements of the Company dated 3 April 2017
and 7 June 2017 respectively.

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

Disposal of Subsidiaries

(i) On 30 May 2017, the Group disposed the entire
issued capital of Hunan Meiming Wenshi Jiuguijiu
Sales Limited to an independent third party for a
consideration of RMB10 million. The Group realized a
gain of approximately HK$9.68 million as a result of
the disposal.

(ii) On 4 October 2017, the Company entered into a
sale and purchase agreement pursuant to which
the Company conditionally agreed to sell the entire
issued capital of Rightsouth Limited, a wholly-owned
subsidiary of the Company, to an independent third
party at a cash consideration of RMB3.8 million. The
only investments of the Rightsouth Limited are the
holding of (i) the Economic Benefits and Control Rights
through a Control Deed, and (ii) the Option in respect
of the 70% equity interests in the JV Co., details of
which were disclosed in the announcements of the
Company dated 1 December 2009 and 13 January
2010 and the circular of the Company dated 24
December 2009.

The conditions precedent to the above sale and
purchase agreement were fulfilled and the completion
of the agreement took place on 27 October 2017.
The Group realized a gain of approximately HK$1.38
million as a result of the disposal.

Details of the above transaction were disclosed in the
announcements of the Company dated 4 October
2017 and 27 October 2017.

BUSINESS PROSPECTS

The Group will continue to explore new markets and step
up promotion and marketing efforts to expand its existing
businesses. The Group will also look for other potential
businesses and related profitable businesses for acquisition.

China Beidahuang Industry Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Joint Ventures

(i)

(ii)

*

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

The agreement with the PRC government to develop
the logistic industrial park could not be reached
ultimately and the project was stopped during the
second half of the Year.

On 30 December 2015, the Company and &
EEHE M5 2 R) (Zhongfa Junrong Technology Joint
Stock Company*) (“Zhongfa Junrong”) entered
into a strategic co-operation framework agreement,
pursuant to which the parties would co-operate
and explore the possibility of developing production
industrial parks and logistic industrial parks in the
PRC by way of joint venture arrangements. However,
Zhongfa Junrong had not been able to procure the
land from the government to develop the parks. The
co-operation was terminated during the second half of
the Year.

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

(iii)

On 26 January 2016, the Company entered into a
strategic co-operation framework agreement with
the People’s Government of lJishou and J# 8 & X
BEEUREBEABREMTAE (Hunan Xincheng Real
Estate Development Group Co., Ltd.*). Pursuant to
the said agreement, the parties would co-operate
and explore the possibility of expediting certain
municipal projects (including city infrastructure
facility constructions, road and railway constructions,
and lighting) and developing production industrial
parks in Jishou, Hunan Province, the PRC by way of
joint venture arrangements. It is expected that the
Group's investment return from participating in the
PPP projects in Jishou would be relatively secured and
promising. However, the Company could not conclude
the terms with the parties and the co-operation was
terminated during the second half of the Year.

Business Co-operation

(i)

As announced on 28 January 2014, the Group
has started to explore co-operation opportunity
with FEEBBEBEAMR 2 A (CECT-Chinacomm
Communications Co., Limited*, “CECT-Chinacomm™),
a company incorporated in the PRC with limited
liability. CECT-Chinacomm and its ultimate beneficial
owners are independent of and not connected with
the Company and its connected persons. CECT-
Chinacomm has the development right in respect
of a parcel of land in the Beijing Economic and
Technological Development Area and will construct a
project known as Beijing Wireless Broadband Industrial
Park (the “Project”) on the parcel of land. An indirect
subsidiary of CECT-Chinacomm is appointed as the
operating company of the Project, and has legally
obtained the Land Use Right Certificate, the Planning
Permit and the Construction Land Use Permit. The co-
operation is still in the discussion stage and no formal
agreement has been entered into by the parties at
the date of this report. The Board expects that the
Company will be able to join CECT-Chinacomm and
its subsidiary to develop the Project for commercial
benefits.

(iii)
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(ii)

MANAGEMENT DISCUSSION AND ANALYSIS

On 28 September 2017, the Company entered
into an agreement with Jiangsu Province Ganyu
Marine Economic Development Zone Management
Committee and Lianyungang City Ganyu District
Qingkou Town People’s Government (collectively,
“Party A") wherein the Company will invest and
participate in the construction of the China Ganyu
Marine Science and Technology City Project (the
“Project”) initiated by the Lianyungang City Ganyu
District People’s Government. Through facilities,
platform construction, business integration, scientific
research, entertainment, ecological and other urban
elements, the Project will extend the ocean industrial
chain and build the China Ganyu Marine Science
and Technology City as a modern marine industry
complex with major focus on cold chain logistics,
fresh seafood transactions and catering services,
supplemented by facilities such as technology research
and development, E-commerce and tourism. The
Project will include six subprojects, namely, (i) cold
chain logistics base; (ii) seafood transactions market;
(iii) E-commerce business platform; (iv) seafood
products display transactions centre; (v) marine science
and technology art gallery and (vi) seafood food
city. The Company will participate in the investment,
construction and operation of three out of the six
subprojects, namely, (i) seafood food city; (i) cold
chain logistics base and (iii) seafood transactions
market.

The Company also entered into an agreement with
Party A in relation to the sub-project “Seafood Food
City” (the "Food City Agreement”) on 28 September
2017. The Company will invest RMB300 million for the
construction of the Seafood Food City and ancillary
landscape facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

On 5 December 2017, Lianyungang Huajin Huahong
Shiye Company Limited* GEEBESEREXER L
Al) (“Company A"), a direct wholly-owned subsidiary
of the Company, made a successful bid for the land
use rights of a land parcel with code no. 2017G23
(the “Land Parcel”) located at the east side of the 242
Provincial Highway, the north side of the Shawang
River in the China Ganyu Marine and Technology
City, Jiangsu Province, the PRC through listing for
sale process (the “Acquisition”) in the public auction
("Auction”) held by Bureau of Land and Resources of
Lianyungang City Ganyu District* (3@ ZE & H 8K &
B+ &)RE) ("Vendor”) for transfer of state-owned
land use rights (“Land Use Rights”) at a consideration
of RMB143.6 million. The consideration of the
Acquisition was determined based on the Auction
documents issued by the Vendor.

The Land Parcel has a total site area of approximately
62,820 square meters and permitted plot ratio of not
more than 1.0. The Land Parcel is designated for the
commercial use with the term of 40 years.

Following the successful bid at the Auction and the
subsequent issue of the confirmation notice by the
Vendor to Company A in respect of the Land Parcel on
5 December 2017, Company A and the Vendor have
entered into Land Use Rights Grant Contract after the
trading hours on 27 December 2017.

The construction of the Seafood Food City on the Land
Parcel will be completed on or before 19 March 2021.

The signing of the above agreements facilitates the
Group's further business diversification and expansion
and also widens its business prospects in the PRC,
details of which were disclosed in the announcements
of the Company dated 28 September 2017 and 27
December 2017.
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A R #143,600,0007T % &% — 1B A 1A AP
Bl T 8% & SR8 F R B N2428 8 R
) A AE Al 2 4R 5% £2017G23
R (xR ) 2 L FAAE ([UeEE
FIH]) WHBEEH RENBEE A
BRCHBEENMHET-

% B8 2 415 M T A /R 4962,820°F 77
KFAIRERTHEIBI.0 - L LRIETE
ERERR ERFRR0F-

RUEE ERBEERESEER -
—tF+ A AHMARRIEEE@Z
IR ARERER ARBIEEFERN
R+ FFT AT AR ZREE
I T R ES R -

KR T —F=A+NBRZAIE
Rzt iR E IR R -

EELRBEENRAEEEBEFE
B2 RIERARIFFEEERA
B HBERARRBHA-ZT—tFAN
A+t \BE-_Z—+F+-_A-++
B2 AMAEE-

*  For identification purpose only x  (E o)

12 China Beidahuang Industry Group Holdings Limited
Annual Report 2017



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

The Group achieved a revenue of approximately HK$1,114.64
million (2016: HK$654.84 million), representing an increase
of 70.21% over last year. Gross profit of the Group was
approximately HK$119.31 million (2016: HK$66.87 million).
The profit (net of tax) was HK$110.28 million (2016:
HK$8.58 million).

Other Income

Other income mainly comprises the non-refundable cash
award granted by the Lianyungang City Ganyu District
People’s Government* (EEEME R B A R KMN)
in recognition of the Group’s commitment towards the
development of the construction projects in Jiangsu Province,
the cash award amounted to HK$136.91 million. Besides, it
also included the income of HK$8.19 million arising from the
forfeit of the rental agreement.

Selling and Distribution Expenses

Selling and distribution expenses were approximately
HK$20.30 million (2016: HK$7.34 million), representing
an increase of 176.66% from last year and 1.82% (2016:
1.12%) of the Group's revenue. Increase in the expenses was
mainly due to the expansion in the Group’s business during
the Year.

Administrative Expenses

Administrative expenses were approximately HK$138.27
million (2016: HK$100.51 million), representing an increase
of 37.56% over last year. It included the equity-settled share
option expenses for share options granted in 2015 and 2016,
which amounted to HK$42.57 million (2016: HK$27.85
million).

Finance Costs

Finance costs were approximately HK$44.71 million (2016:
HK$6.93 million), representing an increase of 545.17%
over last year. The increase in finance costs were due to the
issuance of the HK$200 million 10% coupon convertible
bonds, the issuance of HK$150 million senior corporate
securities bond and additional drawn down of bank loans
during the Year to the Company's subsidiaries.

*  For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

Prepayments, Deposits and Other Receivables

Included in prepayments, deposits and other receivables,
there were HK$219.29 million (2016: HK$60.33 million)
trade deposits paid for food products and mineral products.
Approximately HK$67.74 million (2016: HK$17.54 million)
were the progress payments for the investment targets.
HK$33.10 million (2016: HK$6.97 million) was paid as rental
deposit of the rental business and HK$11.51 million (2016:
HK$6.96 million) was paid as deposit for the new warehouse
construction. Retention money of approximately HK$9.79
million (2016: HK$10.41 million) for contract work was paid.

Capital Structure, Liquidity and Financial Resources

During the Year, the Company issued a total of 774,048,332
new shares due to issue of subscription shares and
consideration shares, and because of the exercise of share
options by directors, employees and consultants of the
Group. In addition, the Company repurchased a total of
25,560,000 shares of the Company and 11,392,000 shares
(including a total of 2,832,000 shares repurchased by the
Company during the year ended 31 December 2016) were
cancelled during the Year. As a result, the total number of
issued shares of the Company increased by 762,656,332
shares to 5,434,258,084 shares as at 31 December 2017.

As at 31 December 2017, the Group had net assets to
owners of the parent of approximately HK$1,462.21
million (2016: HK$925.43 million). The increase of the net
assets was due to the acquisition of the parcel of land in
Lianyungang City and the revaluation of properties of the
Group. Net current assets of the Group as at 31 December
2017 amounted to approximately HK$398.15 million (2016:
HK$173.39 million). The current ratio (calculated as current
assets to current liabilities) for the Year was 1.45 (2016:
1.49).

The Group’s unpledged cash and cash equivalents as at
31 December 2017 amounted to approximately HK$66.18
million (2016: HK$62.54 million), which were denominated in
Hong Kong dollars and Renminbi, and the Group’s pledged
deposit as at 31 December 2017 amounted to approximately
HK$214.23 million (31 December 2016: HK$6.70 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2017, the Group’s total borrowings
amounted to approximately HK$616.56 million (2016:
HK$83.84 million). All of the Group's borrowings were
denominated in Renminbi with the rest in Hong Kong dollars.
The bank loans, other borrowings and amounts due to
related parties are charged at fixed interest rates. The gearing
ratio of the Group as at 31 December 2017 (calculated as net
debt divided by equity attributable to owners of the parent
plus net debt) was 40.72% (2016: 23.89%,).

These ratios were at reasonably adequate levels as at 31
December 2017. Having considered the Group’s current
unpledged cash and cash equivalents, bank and other
borrowings, and banking facilities, the management believes
that the Group’s financial resources are sufficient for its
day-to-day operations. The Group did not use financial
instruments for financial hedging purposes during the Year.
The Group's business transactions, assets and liabilities are
principally denominated in Renminbi and Hong Kong dollars.
Fluctuations in Renminbi may impact the Group's results
and net assets value as the Group’s consolidated financial
statements are presented in Hong Kong dollars. The Group’s
treasury policy is to manage its foreign currency exposure
only when its potential financial impact is material to the
Group. The Group will continue to monitor its foreign
exchange position and, if necessary, utilize hedging tools, if
available, to manage its foreign currency exposure.

Charge on Assets and Contingent Liabilities

As at 31 December 2017, HK$214.23 million was pledged
to banks to secure the Group's bills payable (2016: HK$6.70
million).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

ANALYSIS OF MAJOR CUSTOMERS AND SUPPLIERS
During the Year, the sales to the top 5 customers amounted
to HK$379,849,000, representing an increase of 69.6% from
HK$223,973,000 for the year ended 31 December 2016.

FEEFRHERS M

FR-HAKRE PR IHE 5 /R379,849,000%8
T REEZE—ARFET_A=T—HBILFE
#9223,973,0007%8 7T 1169.6 % ©

2017 2016
“E—+F NS

% to % 1o

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

FAHER HEHER

EmES TET MBI THET MBS

Sales to the largest customer Construction work 114,102 10.24 106,613 16.28
HEATFPNHESR BRIk

Sales to the top 5 customers Staple food, construction work 379,849 34.08 223,973 34.20

HOAEFHNHESR FRm BRIE

Our top 5 customers in the Year represented approximately
34.08% of our total revenue as compared to approximately
34.20% in 2016. Our largest customer accounted for
approximately 10.24% of our total revenue in the Year
as compared to approximately 16.28% in 2016. These
changes were mainly due to the percentage decrease
in the construction business to the total revenue. The
other 4 customers represented 23.84% are the suppliers
of staple food. All of our top 5 customers are located
in southern China and are companies engaged in the
construction business and the trading of food in the PRC.
Our management visited these customers frequently and
understand the demand of these customers. Therefore, the
Group developed a stable relationship with these major
customers. The Group has 2 to 4 years business relationship
with these customers and our management has confident to
keep the long-term relationship. They are required to prepay
for the goods and services at the agreed commercial terms.
Therefore, there was no related doubtful debts.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Year, the purchases from the top 5 major suppliers
amounted to HK$508,151,000, representing an increase of
about 81.18% from HK$280,474,000 for the year ended 31
December 2016.

EEENWRE DM

FA MABERZTEHEINRBEAR
508,151,000 L REEZ_ZE—F+A
—+—H - FE /280,474,000 JT 3 N 4y
81.18% °

2017 2016
—E—+F —E-RE

% to total % to total

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

HaRES B ERE

EmES TET ER TAT MAEDL

Purchases from the largest supplier Staple food 257,405 40.97 239,926 51.38
MEAMEENRER B

Purchases from the top 5 suppliers Staple food and mine 508,151 80.88 280,474 86.25

MOAHERNRER FRMRE

Our top 5 suppliers in the Year represented approximately
80.88% of our total purchases as compared to approximately
86.25% in 2016. Our largest supplier accounted for
approximately 40.97% of our total purchases in the Year as
compared to approximately 51.38% in 2016. The Group had
always been searching for suppliers with competitive terms.
The suppliers are similar with previous year. 4 suppliers are
the suppliers of food and 1 supplier is the supplier of mine in
the PRC and the Group is required to prepay for the goods.

KEY RISKS AND UNCERTAINTIES

Reliance on a Small Number of Key Suppliers

The Group's five largest suppliers, which accounted for
80.88% of the Group’s total purchases, are all related to the
purchases of staple food and mine. There is no assurance
that these major suppliers shall continue to provide the
products to us at price acceptable to our Group. In the
event that our Group were unable to retain these suppliers,
or procure replacement suppliers, our business, results of
operations, profitability and liquidity might be adversely
affected. However, the Group has established strong business
relationship with these major suppliers. The Group has also
been diversifying its business into other industry including
logistic warehouse business and mining business. Therefore, it
is expected that the risk of concentration on key suppliers can
be reduced in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Investment Risk

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

Foreign Exchange Risk

The Group mainly operates in the PRC with most of the
transactions originally denominated and settled in Renminbi,
of which foreign exchange risk is considered insignificant.
The Group is exposed to foreign exchange risk primarily with
respect to certain of its bank deposits which are denominated
in Hong Kong dollars and United States dollars. Renminbi
experienced certain fluctuation against Hong Kong dollars
and United States dollars during the year 2017 which is the
major reason for the exchange loss recognised by the Group.
During the year ended 31 December 2017, the Group did
not carry out any hedging activity against foreign currency
risk. Any substantial exchange rate fluctuation of foreign
currencies against Renminbi may have a financial impact on
the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

OTHER INFORMATION
Subscription of New Shares Under General Mandate

(i)

*

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

The Board considered that the 2016 Subscription
represented an opportunity to raise additional funding
for the Group’s business operation and to strengthen
the capital base and financial position for the Group's
future business developments and broaden the
shareholder base of the Company. Furthermore, the
Board considered that the 2016 Subscription was a
preferred method of fund raising as compared with
other equity fund raising exercises based on time and
costs involved.

The 2016 Subscription was completed on 12
January 2017 and the Company issued 351,599,550
subscription shares to the subscribers.

The aggregate proceeds from the 2016 Subscription
amounted to approximately HK$168.77 million and
the net proceeds and the net price per share was
approximately HK$168.70 million and HK$0.4798
respectively, after deducting all the professional fees
incurred in the 2016 Subscription. The Company
had fully utilised the net proceeds to satisfy the
consideration in respect of the acquisition of the
100% equity interest in FIYIBARESEER QA
(Shenzhen Ming Jian Gold Industry Limited*).

Details of the 2016 Subscription were set out in the
announcements of the Company dated 1 November
2016, 30 November 2016, 30 December 2016 and 12
January 2017 respectively.

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS
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(ii)

On 17 July 2017, the Company entered into the
subscription agreements separately with each of Mr.
Li Zhixiong, Mr. Li Xuehui, Mr. Li Ziren, Mr. Li Liyong
and Mr. Luo Honghui for the subscription of an
aggregate of 308,662,450 subscription shares at the
subscription price of HK$0.42 per subscription share
("2017 Subscription”). The closing market price was
HK$0.355 per share at the date of the subscription
agreements.

The directors considered that the 2017 Subscription
represented an opportunity to raise additional funding
for the Group’s business operation,
acquisitions and settlement of debts. It would also
strengthen the capital base and financial position
for the Group's future business developments and
broaden the shareholder base of the Company.
Furthermore, the directors considered that the 2017
Subscription was a preferred method of fund raising
as compared with other equity fund raising exercises
based on time and costs involved.

investment,

The condition precedent to the subscription
agreements was fulfilled and completion of the
2017 Subscription took place on 3 August 2017. The
Company issued 308,662,450 subscription shares to
the subscribers.

The net proceeds from the 2017 Subscription, after
deducting the expenses payable by the Company,
was approximately HK$129.50 million, of which
(i) approximately HK$100.00 million was used for
the business development relating to building of
warehouse facilities in the PRC; and (i) approximately
HK$29.50 million was used for the Group's general
working capital and payment of bond interest. The
net price per subscription share was approximately
HK$0.4196.

Details of the 2017 Subscription were set out in the
announcements of the Company dated 17 July 2017,
21 July 2017 and 3 August 2017 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

Placing of Convertible Bonds Under General Mandate
On 7 April 2017, the Company entered into a placing
agreement with the placing agent for the purpose of
procuring, as agent of the Company, on a best effort
basis, not less than six placees to subscribe in cash for the
convertible bonds on the terms and subject to the conditions
set out in the said placing agreement.

The condition precedent to the placing agreement was
fulfilled and completion of the placing took place on
8 June 2017. Accordingly, the convertible bonds in the
aggregate principal amount of HK$200 million were issued
by the Company to not less than six placees. Based on the
initial conversion price of HK$0.40 per conversion share,
a maximum number of 500,000,000 shares may fall to be
allotted and issued upon the exercise of the conversion rights
attaching to the convertible bonds in full.

The gross and net proceeds from the placing amounted
to approximately HK$200 million and HK$195 million
respectively. The net price for the placing is approximately
HK$0.39 per conversion share. The Company utilized
approximately 15% of the net proceeds for the expansion of
logistic warehouse in Hong Kong, approximately 60% was
used for the acquisition of the Land Use Rights in Jiangsu
Province in the PRC, approximately 18% was used for the
expansion of rental business in Beijing and approximately 7%
was used for the general working capital and payment of
bank loan interest.

Details of the above placing were set out in the
announcements of the Company dated 7 April 2017, 9 May
2017 and 8 June 2017 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmE DM

LITIGATION

On 18 August 2015, the Company received a writ of
summons issued by the Registry of the High Court of Hong
Kong (the “Writ") relating to the claim by Mr. Qu Shuncai
("Mr. Qu”), a former director. Pursuant to the Writ, Mr. Qu,
as the plaintiff of the claim, claims against the Company for
the sum of HK$6,069,000 being damages for the Company’s
wrongful refusal of the issue of 2,500,000 shares of the
Company to him upon exercise of the share options of the
Company by Mr. Qu. The submission of the Writ has been
completed against the proceedings for the above case, and
has entered into the case management stage. The court has
scheduled for a hearing for the case management meeting
on 26 April 2018. It is expected that the court will provide
further instructions on matters such as filing of witness
statements and other interlocutory applications (if any) for
litigant parties.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2017, the Group had approximately 165
(2016: 148) employees in Hong Kong and the PRC with total
staff costs amounting to approximately HK$35.24 million
(2016: HK$30.61 million). Remuneration of employees is
offered at competitive standards, generally structured with
reference to market terms and individual qualifications.

The Company has adopted the share option schemes aiming
to provide incentives to participants for their contributions
to the Group, and to enable the Group to recruit and retain
quality employees to serve the Group on a long-term basis.

China Beidahuang Industry Group Holdings Limited
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

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

The Company has complied with all code provisions of the
Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) during the year ended 31
December 2017, except where otherwise stated.

THE BOARD

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

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

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

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

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

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

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

At 31 December 2017, the Board comprised four executive
directors, namely, Mr. Jiang lJianjun (Chairman), Mr. Ke
Xionghan, Mr. Zeng Fanxiong and Mr. Huang Wuguang; two
non-executive directors, namely, Ms. Ho Wing Yan and Ms.
Zhang Yujie; and three independent non-executive directors,
namely, Dr. Loke Yu, Mr. Li Xiaofeng and Mr. Ho Man Fai.
Biographical details of the directors are set out on pages 43
to 47 of this annual report.
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During the year ended 31 December 2017, the Board at all
time met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
directors with at least one independent non-executive
director possessing appropriate professional qualifications
or accounting or related financial management expertise.
The number of independent non-executive directors also
represented at least one-third of the members of the Board.

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

The Board members have no financial, business, family or
other material/relevant relationships with each other, except
that Mr. Jiang Jiancheng, a former executive director of
the Company between 18 April 2014 and 10 November
2017, was a brother of Mr. Jiang Jianjun, the Chairman,
an executive director and a substantial shareholder of the
Company.

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

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

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

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

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

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

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

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

Audit Committee

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

At 31 December 2017, the Audit Committee comprised three
independent non-executive directors, namely, Dr. Loke Yu, Mr.
Li Xiaofeng and Mr. Ho Man Fai. Dr. Loke Yu is the chairman
of the committee.

For the year ended 31 December 2017, there were three
meetings held by the Audit Committee to (i) review with
external auditor the external audit findings, the accounting
principles and practices adopted by the Group, and the
Listing Rules and statutory compliance; (ii) discuss auditing
and financial reporting matters, including the review of
the audited financial statements for the year ended 31
December 2016 and the unaudited financial statements for
the six months ended 30 June 2017 with recommendations
to the Board for approval; (iii) review the independence
of the auditors; (iv) review and make recommendations to
the Board on the auditor’s re-appointment, remuneration
and the change of auditors; and (v) review the Group's risk
management and internal control systems.
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Remuneration Committee

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

At 31 December 2017, the Remuneration Committee
comprised one executive director, namely, Mr. Jiang Jianjun
and two independent non-executive directors, namely, Dr.
Loke Yu and Mr. Ho Man Fai. Dr. Loke Yu is the chairman of
the committee.

For the year ended 31 December 2017, there were four
meetings held by the Remuneration Committee to (i)
review and make recommendations to the Board on the
remuneration of the directors and senior management; (ii)
review and make recommendations to the Board on the
remuneration package of the newly appointed directors; and
(i) review and make recommendations to the Board on the
remuneration of the resigning directors for their tenure of
office in 2017.

Details of the remuneration paid to directors and members
of senior management by band for the year ended 31
December 2017 are disclosed in notes 8 and 9 to the
financial statements.
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Nomination Committee

The Nomination Committee was established on 15
September 2005. The Nomination Committee is responsible
for reviewing the structure, size and diversity of the Board,
assessing the independence of independent non-executive
directors,
nominations, appointment of directors and Board succession.
The Board adopted a board diversity policy which aims to
set out the approach to achieving diversity on the Board.
The Company recognises the benefits of diversity of Board
members. The Nomination Committee selects candidates
for directorship with reference to a range of diversity
perspectives, including but not limited to the candidate’s
gender, age, cultural and educational background,
professional experience, skills, knowledge and length of

making recommendations to the Board on

service. The Nomination Committee considered that the
Board has sufficient diverse expertise, particularly in corporate
management, financial control,
human resources management, for the Company’s business.
Meetings of the Nomination Committee shall be held at least
once a year.

business development and

At 31 December 2017, the Nomination Committee
comprised the Chairman of the Board, Mr. Jiang Jianjun, and
two independent non-executive directors, namely, Dr. Loke Yu
and Mr. Ho Man Fai. Mr. Jiang Jianjun is the chairman of the
committee.

For the year ended 31 December 2017, there were four
meetings held by the Nomination Committee to (i) review
the structure, size, composition and diversity of the Board,;
(i) nominate the retiring directors for re-election at the
annual general meeting held on 9 June 2017; (iii) assess the
independence of independent non-executive directors with
reference to the requirements under the Listing Rules; and (iv)
nominate three new directors for appointment to the Board.

The directors’ attendance at the meetings held in 2017 is set
out in the section below.
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MEETINGS AND DIRECTORS’ ATTENDANCE

The Board meets at least four times each year and more
frequently as the needs of the business demand. For the year
ended 31 December 2017, there were eleven Board meetings
held by the directors, four of which were regular Board
meetings to (i) review and discuss the Group’s development
strategies, investment projects and the operational and
financial performance of the Group, and (ii) approve the
annual report for 2016 and the interim report for 2017. The
other seven Board meetings were held to consider certain ad
hoc matters. Under code provision A.1.3 of the CG Code,
notice of at least 14 days should be given of a regular board
meeting to give all directors an opportunity to attend. During
the Year, certain regular Board meetings were convened with
less than 14 days’ notice to enable the directors to react
timely and make expeditious decision making in respect
of transactions which were of significance to the Group's
business. As a result, the aforesaid regular Board meetings
were held with a shorter notice period than required with
no objection by the directors. The Board will do its best
endeavours to meet the requirement of code provision A.1.3
of the CG Code in future. In addition to Board meetings, the
Chairman of the Board met with the non-executive directors
(including the independent non-executive directors) without
the presence of other executive directors.

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

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

Details of directors’ attendance at the Board meetings, Board
committees meetings and the annual general meeting held
during the year ended 31 December 2017 are set out as
follows:
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Attended/Eligible to attend

HERY SEREERY
Audit  Remuneration Nomination Annual
Committee Committee Committee General
Board Meetings Meetings Meetings Meetings Meeting
Name of directors EERE EZe8d ERZES8H FMWZESS9E REZEE8F 2 RREFA®
Executive Directors HiTEE
Mr. Jiang Jianjun (Chairman) IRBRE(ZE) 11/11 - 4/4 4/4 11
Mr. Ke Xionghan [Ep3 Pt 10/11 - - - 0/1
Mr. Zeng Fanxiong® FLHE T e 2/4 - - - N/A
Mr. Huang Wuguang® HERALAED 2/2 - - - N/A
Mr. Jiang Jiancheng® TR SR 0 8/9 - - - 0/1
Mr. Huangfu Mingsheng® ERHAELEC 0/3 - - - 0/1
Non-executive Directors FHTEFE
Ms. Ho Wing Yan fskMma L 10/11 - - - 11
Ms. Zhang Yujie NEAZT 0/11 - - - 0/1
Independent Non-executive Directors BV F#77EE
Dr. Loke Yu BEEMEL 1M/ 33 4/4 4/4 11
Mr. Li Xiaofeng BEgrs 8/11 213 - - 0/1
Mr. Ho Man Fai OB AE 1M1/M 3/3 4/4 4/4 7

- The director is not a committee member ZEELHFEZEEHKE

N/A:  Not applicable /33
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Notes:

(a) Mr. Zeng Fanxiong was appointed as an executive director of
the Company with effect from 1 September 2017.

(b) Mr. Huang Wuguang was appointed as an executive director
of the Company with effect from 10 November 2017.

(@) Mr. Jiang Jiancheng resigned as an executive director of the
Company with effect from 10 November 2017.

(d) Mr. Huangfu Mingsheng was appointed as an executive
director of the Company with effect from 3 April 2017 and
resigned as an executive director of the Company with effect
from 1 September 2017.

DIRECTORS’ INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

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

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

China Beidahuang Industry Group Holdings Limited
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According to the records maintained by the Company, the
training that the directors received for the year ended 31

December 2017 is summarized as follows:

CORPORATE GOVERNANCE REPORT

T~

Attending expert
briefings/seminars/
conferences relevant
to the business

or directors’ duties

AN A g
ERERRE

REARFREFZLE EERNEE—_T—+L
FTA=+—ALFERI 2B

Reading

materials relevant
to the business

or directors’ duties

SEEBEKS
EERE
ERENE HEREERR
Name of directors EEnE BHEaE EEREZERN
Executive Directors HITEE
Mr. Jiang Jianjun TRELAE 4 v/
Mr. Ke Xionghan 1o HE ) 5t A 4 4
Mr. Zeng Fanxiong® o LI Ee v v
Mr. Huang Wuguang® HRKLEHEO 4 4
Mr. Jiang Jiancheng®© TR SR A 4 v
Mr. Huangfu Mingsheng® EFEPAELEO v v
Non-executive Directors HFHTEE
Ms. Ho Wing Yan sk & £ v
Ms. Zhang Yujie NERZ L
Independent Non-executive BUHHITEF
Directors
Dr. Loke Yu B g MiE L 4 v
Mr. Li Xiaofeng REIE S E 4 v
Mr. Ho Man Fai Al SCHB 50 A v v
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Notes:

(a) Mr. Zeng Fanxiong was appointed as an executive director of
the Company with effect from 1 September 2017.

(b) Mr. Huang Wuguang was appointed as an executive director
of the Company with effect from 10 November 2017.

(@) Mr. Jiang Jiancheng resigned as an executive director of the
Company with effect from 10 November 2017.

(d) Mr. Huangfu Mingsheng was appointed as an executive

director of the Company with effect from 3 April 2017 and
resigned as an executive director of the Company with effect
from 1 September 2017.

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

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code on ethics and securities
transactions (the “Code"”), which incorporates a code of
conduct regarding directors’ securities transactions on terms
no less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) of the Listing Rules. Specified
employees who are likely to be in possession of unpublished
inside information of the Company are also subject to the
compliance with the Code. Having made specific enquiry of
all directors, the Company confirms that the directors have
complied with the required standard set out in the Code and
the Model Code throughout the year ended 31 December
2017.

China Beidahuang Industry Group Holdings Limited
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DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
ACCOUNTS

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

The responsibilities of the auditor with respect to these
financial statements are set out in the Independent Auditor’s
Report on pages 81 to 89 of this annual report.

AUDITOR’S REMUNERATION

During the year, the remuneration paid for the non-audit
services to the former company’s auditor, Cheng & Cheng
Limited, amounted to HK$0.24 million which refer to other
reporting services of the Group. And the remuneration
payable for the audit services to the company’s auditor, HLB
Hodgson Impey Cheng Limited, is HK$1 million.
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RISK MANAGEMENT AND INTERNAL CONTROL

Goals and Objectives

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

Main Features of the Risk Management and Internal
Control Systems

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

The Board is responsible to determine the business strategies
and objectives of the Group, and evaluates and determines
the nature and extent of risks it is willing to take in achieving
the Group's strategic objectives; ensures that the Group
establishes and maintains appropriate and effective risk
management and internal control systems; and oversees
management in the design, implementation and monitoring
of the risk management and internal control systems.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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Audit Committee is responsible for assisting the Board to
perform its responsibilities of risk management and internal
control systems; overseeing the Group’s risk management
and internal control systems on an ongoing basis; reviewing
the effectiveness of the Group's risk management and
internal control systems at least annually, and such review
should cover all material controls including financial,
operational and compliance control; ensuring the adequacy
of resources, staff qualifications and experience, training
programmes and budget for the Group’s accounting, internal
audit and financial reporting functions; and considering major
findings on risk management and internal control matters,
and reports and makes recommendations to the Board.

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

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

The Board has conducted a review of the effectiveness of the
risk management and internal control systems for the year
ended 31 December 2017 and considers them effective and
adequate.
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RISK MANAGEMENT PROCESS

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

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

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

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

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

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

China Beidahuang Industry Group Holdings Limited
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Internal Audit Function

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

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

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Chan Kwong
Leung, Eric, who is engaged and appointed by the Company
from an external secretarial services provider, and his primary
corporate contact person at the Company is Mr. Chai Chung
Wai, the Chief Financial Officer of the Company. For the year
ended 31 December 2017, Mr. Chan Kwong Leung, Eric has
complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.
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SHAREHOLDERS' RIGHTS

Procedures for convening an extraordinary general
meeting and putting forward proposals

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

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

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

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

Fax : (852) 2880 5398

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company’s
constitutional documents for the year ended 31 December
2017.

COMMUNICATION WITH SHAREHOLDERS

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

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

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

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

DIRECTORS

Mr. JIANG Jianjun, aged 48, was appointed as an executive
director of the Company in March 2013, and as the chairman
and the managing director of the Company in May 2013. He
resigned as the managing director of the Company in March
2014. Mr. Jiang is also a director of certain subsidiaries of
the Company. He has been engaged in property investment
and management since 1995. Mr. Jiang also has experience
in distribution of wine and liquor. He is concurrently the vice
president of Shenzhen Baoan General Chamber of Commerce
and Shenzhen Baoan Shajing Chamber of Commerce.

Mr. KE Xionghan, aged 53, was appointed as an executive
director of the Company in June 2016. He is also a director
of certain subsidiaries of the Company. Mr. Ke graduated
from the Department of Law of Huazhong University of
Science and Technology. He is the president of Shenzhen
Tiantianwang Taige Technology Co. Ltd.* (JRIIKKIEZIEE!
AR AR]), acompany mainly engaged in the import and
export business of electronic products and mineral products.
Mr. Ke was the general manager of Indonesia Huaming Yang
International Trading Company* (EJJEZERFIZFBREE 51
7)) and worked in the Bank of China, Zhanjiang Branch for
over 20 years, during which period, he served as the section
chief of Retail Business Department, Company Business
Department and Credit Management Department as well as
the president of the sub-branch.

*  For identification purpose only
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

EEREREEERRE

Mr. ZENG Fanxiong, aged 52, was appointed as an
executive director of the Company in September 2017. He
graduated from the Business Administration Department
of Hunan Institute of Science and Technology. Mr. Zeng
started his business in the ore mining, processing and sales
in 2001 and has extensive experience in the ore mining and
processing industry. Mr. Zeng is the chairman of Linxiang
Fantai Mining Company Limited* (ERMM LB EE
FR/AE]), a company established by him in 2003, which
has become the leading enterprise of the private mineral
resources in Yueyang City, the People’s Republic of China. Mr.
Zeng was elected vice chairman of the Federation of Industry
and Commerce of Yueyang City in 2010 and was elected
deputy to the twelfth National People’s Congress in Hunan
Province in 2012.

Mr. HUANG Wuguang, aged 54, was appointed as an
executive director of the Company in November 2017. He
holds a professional qualification in finance granted by
Jinan University. Mr. Huang has over 30 years of experience
in the finance industry and possesses extensive investment
management experience in modern agriculture and cultural
tourism industries. He was the general manager of Beijing
Securities Co., Ltd. from 1990 to 2005.

*  For identification purpose only
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Ms. HO Wing Yan, aged 36, was appointed as a non-
executive director of the Company in April 2015. She holds
a Bachelor Degree of Business Administration in Applied
Economics from Hong Kong Baptist University and a Master
Degree of Corporate Governance from The Open University
of Hong Kong. Ms. Ho is an Associate Member of both The
Hong Kong Institute of Chartered Secretaries (“HKICS") and
The Institute of Chartered Secretaries and Administrators.
She is also a holder of the Practitioner’s Endorsement issued
by HKICS. Ms. Ho is a director of BMI Listed Corporate
Services Limited and is responsible for managing the business
operations of the company secretarial and administrative
services for the reputable listed groups in various industries.
She has extensive experience in a diversified range of
professional corporate services for Hong Kong and offshore
companies from various business sectors. Ms. Ho particularly
specializes in corporate governance advisory, corporate
restructuring, corporate financing and directors’ professional
development with emphasis on listed companies and she
continues to advise on these matters on a consultancy basis.
Ms. Ho actively participates in the formulation and execution
of strategy at the companies. She has been providing
practical professional services to companies listed on the
Main Board and the Growth Enterprise Market of the Stock
Exchange for over 10 years.
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Dr. LOKE Yu alias LOKE Hoi Lam, aged 68, was appointed
as an independent non-executive director of the Company
in June 2005. He holds a Master of Business Administration
degree from Universiti Teknologi Malaysia and a Doctor of
Business Administration degree from University of South
Australia. Dr. Loke is a Fellow Member of The Institute
of Chartered Accountants in England and Wales, Hong
Kong Institute of Certified Public Accountants, The Hong
Kong Institute of Directors and The Hong Kong Institute of
Chartered Secretaries. He has over 40 years of experience in
accounting and auditing for private and public companies,
financial consultancy and corporate management. Dr. Loke is
an independent non-executive director of V1 Group Limited,
Matrix Holdings Limited, China Fire Safety Enterprise Group
Limited, Winfair Investment Company Limited, SCUD Group
Limited, Zhong An Real Estate Limited, Chiho Environmental
Group Limited (formerly known as Chiho-Tiande Group
Limited), Tianjin Development Holdings Limited, China
Household Holdings Limited, Tianhe Chemicals Group
Limited, Lamtex Holdings Limited, Forebase International
Holdings Limited, Hang Sang (Siu Po) International Holding
Company Limited, Hong Kong Resources Holdings Company
Limited and Zhenro Properties Group Limited. He was
an independent non-executive director of Mega Medical
Technology Limited from June 2014 to January 2017. The
shares of these companies are listed on the Main Board of the
Stock Exchange.

Mr. LI Xiaofeng, aged 40, was appointed as an independent
non-executive director of the Company in December 2012.
He graduated from the Department of Finance of Jinan
University. Mr. Li is a supervisor of the Credit Management
Department of Shenzhen Rural Commercial Bank Shajing
branch. He has been engaged in financial services industry
since 1998.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

Mr. HO Man Fai, aged 53, was appointed as an independent
non-executive director of the Company in June 2014. He
is the chairman of California Restaurant and has extensive
experience in catering and management. Mr. Ho is a
director of New Territories General Chamber of Commerce,
a director of Hong Kong Food Science and Technology
Association Limited, a director of Yuen Long Merchants
Education Promotion Limited, a school manager of Yuen
Long Merchants Association Primary School and a general
affairs officer of Hong Kong Love & Care Charity Foundation
Limited.

SENIOR MANAGEMENT

Mr. CHAI Chung Wai, aged 51, is the chief financial officer
of the Company. He joined the Group in May 2013. Mr.
Chai obtained his Master Degree of Accounting in 2004
and of Business Administration in 2006. Mr. Chai is a Fellow
Member of Association of Chartered Certified Accountants,
Hong Kong Institute of Certified Public Accountants and The
Hong Kong Institute of Directors, and an Associate of The
Institute of Chartered Accountants in England and Wales.
Mr. Chai has extensive experience of over 20 years in the
accounting and financial field in various listed companies in
Hong Kong.

Mr. Xie Zhiyong, aged 37, is the assistant president of the
Company. He joined the Group in March 2018. He obtained
Bachelor Degree of Business Administration from Southwest
University of Science and Technology in 2016, and obtained
qualification certificates issued by China Banking Association,
Asset Management Association of China, Securities
Association of China and Insurance Association of China. Mr.
Xie has extensive experience of over 15 years in finance. He
served as deputy general manager of Department of Wealth
Planning and Management at Head office of Heng Seng Bank
(China) Limited, whose parent was Heng Seng Bank, a listed
company in Hong Kong (Stock code: 00011) from May 2012
to February 2015 and December 2016 to December 2017,
and served as general manager of Shenzhen Business Division
of TF Securities Co,. Ltd from May 2015 to December 2016.

EEREREEERRE

AXERE 53 R -_T—MENARZE
BARABIFATEFT BKAMMNERZE
ER - UYNERREETHARLELR - [%
ERAAEREEE TERMMRMEAR
RAZE THEEHEREARARES
THRE N ERERBAELEEESEAR
NEEIEEE-

BREEE

EEERELE 515 ARAMBHEE - RN -F
—ZFERAAMARKE -BEER —TTHF
BEERL2UMN —STREREIRE
BREISM -EXLERFIFAREAMAE
BEEGMAGREEETRENERER
ARERB LRSS Agg8 - &
FERNBTEET LW AR ZET R E A
BE0FNEERK®-

WMEBRE 375 ARRYMERH - BFR=F
—NF=ZAMAREE - BR_Z—RFEA
MERARENEIHNEEETEM  WESH
BiRTHEmE PRESEHE PRBELFE
e kPEREREDSBEENNEER HE
EREeMESEEBRISFNEETER BN
ZE-CZFRAAEZTE-—RAFAKZE—RN
F+-REZT—t+F+-ASREEART
(FEDBRAR (BRBIRESLTARIEE
SR1T BRHDRSE 00011 BT EREI R E
HEEIE MR - E-—RAFERAE T —RF
TZAZHERRZSROERABRINEZE
ER AR Ag IR o

FEEAREXEEZERERAA
2017 &3,

47



48

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE HEREBHRS

ABOUT THIS REPORT

China Beidahuang Industry Group Holdings Limited (“China
Beidahuang”, the “Company”,
collectively known as the “Group”) mainly engages in
green food products business,
logistics and office facilities, money lending business and
construction business in the People’s Republic of China
(the “PRC") and Hong Kong. China Beidahuang has been
striving to diversify the business mix and will seek for good
investment opportunity with major focus in the PRC and
Hong Kong. By controlling the costs, focusing on existing
resources, expanding organically and through acquisitions
when appropriate opportunities arise, the Group will operate
with diversified and experienced business partners to further
strengthen and grow the Group'’s business.

together with its subsidiaries,

rental business involving

This report is our second Environmental, Social and
Governance (“ESG") report, covering the reporting
period between 1 January 2017 and 31 December 2017.
Unless otherwise specified, this report mainly covers the
Group's subsidiaries and major joint ventures,
(i) Shenzhen Beidahuang Green Food Distribution Limited
("Green Food Distribution”) which engages in the sales of
green food products; (i) Beijing Chuangzhangu Desheng
Investment Management Co., Ltd (“Desheng”), (iii) Beijing
Chuangzhangu Wangxin Investment Management Co., Ltd
("Wangxin”) and (iv) Beijing Mumian Shangyuan Investment
Management Co., Ltd (“Shangyuan”) which engages in
the leasing of office premises and facilities in PRC; (v) Most
Success Corporation Ltd (“Most Success”) which engages in
the leasing of logistics facilities. This report is prepared with
reference to the disclosure requirements as set out in the
“Environmental,
under Appendix 27 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules™).

including

Social and Governance Reporting Guide”

We appreciate your valuable comments and suggestions on
this report and our sustainability performance. Please send
your comments to us on info@sino-distill.com.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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OUR CORPORATE CULTURE

China Beidahuang upholds the core values of “integrity,
market-driven, accurate positioning, and seeking joint
development”, while adopting a people-oriented approach
that values employees’ personal development, remuneration
and benefits, with the hope of allowing all employees to
achieve a balance between their personal health, work,
and living. Through a complete remuneration policy and
promotion mechanism, we offer adequate livelihood
protection for our employees and prioritise their needs
in our salary and welfare policies, offering clear guidance
and corresponding pathway for staff aspiring to become
management.

We actively advocate our employees to perform their
duties with integrity, comply with the laws, regulations and
company guidelines, while absolutely prohibiting employees
from conducting activities that would jeopardise the interests
of the Company and shareholders.

OUR CONCEPT OF SUSTAINABLE DEVELOPMENT

As a good corporate citizen, we are committed to
incorporating the ESG concept into our daily operations,
acting as a positive driving force for the environment
and community, to provide our stakeholders with long-
term values. Being accountable to all stakeholders, we
strive to minimise our impacts on the environment, care
for our employees, and make greater contributions to the
community.

LISTENING TO STAKEHOLDERS

We believe caring for stakeholders is our priority to achieve
long-term, stable development and succeed. We consider
business partners, clients, suppliers,
employees, the Government and the entire community as
the key stakeholders group, and have established several
communication channels (both formal and informal) to
receive stakeholders’ opinions and information on our
sustainability performance and future strategies, which
served as the basis for preparing this report. Maintaining
an ongoing communication with stakeholders enables us to
effectively formulate business strategies and predict potential
risks arising from daily operations, thereby enhancing mutual
respect and trust.

our shareholders,
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OUR BUSINESS

1.

Sales of Green Food Products

Shenzhen Beidahuang Green Food Distribution Limited
is a company with a strong focus on development
and quality. The Company is dedicated to the food
products industry, mainly engaging in the sales of
food, whole grains, organic food products and field
crops, including the pollution-free food products,
green food products and other special food
products under the “Beidahuang” and “Beidahuang
Greenfield” brands, as well as large-scale agricultural
products trading.

The Company values trust and fully complies with
contracts, maintaining good relationships with
corporations across the country. We offer high-
quality, stable and reliable products, along with highly
effective and attentive services, thereby establishing
a good business reputation. Meanwhile, we follow
the market trend closely to develop new products
from time to time, in order to meet the latest demand
of our clients. Adhering to the corporate values of
“integrity, market-driven, accurate positioning, and
seeking joint development”, the Company persistently
uses clients’ satisfaction as the standard for our
products and services.

The Company is based in Shenzhen, an online sales
institutions across the cities with mid-to-high spending
power in Pan Pearl River Delta, Hong Kong and
Macau. The logistics adopts both self-distribution
and joint logistics models of distribution to ensure
product supply covering the entire country. The
Company establishes a nation-wide sales network
through franchising, shop-in-shop and retail outlets
in communities, directly promoting the “Beidahuang”
products as well as pollution-free products from all
over the country, green food products and other
special agricultural products to consumers.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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2. Leasing of logistics facilities in Hong Kong and
office facilities in the PRC
Most Success is principally engaged in the leasing of
logistics facilities in Hong Kong. We identify suitable
locations and develop them into various kinds of
warehouses to meet the needs of different tenants.

Desheng, Wangxin and Shangyuan are principally
engaged in the leasing of office premises and facilities
in the PRC. We acquired these three subsidiaries on
1 October 2016, when Shenzhen Bichang Trading
Co., Ltd, an indirect wholly-owned subsidiary of the
Company, entered into a share transfer agreement
with the owner of Shenzhen Zhenhe Investment
and Development Co., Ltd (“Shenzhen Zhenhe"”) to
acquire 100% equity interest in Shenzhen Zhenhe
at a consideration of RMB48 million. Shenzhen
Zhenhe held 55% equity interest in each of the
three subsidiaries in Beijing (Desheng, Wangxin and
Shangyuan).

SOCIETY

People-oriented

On the appointment of people, we are affirmative in the
people-oriented and talent-based approach, and put efforts
to implement a high quality, highly efficient, meticulous and
systematic standard management, bring forth innovation
continuously to achieve a scientific and humanised
management. Talent is our key, and we consider employees
as one of the valuable assets in implementing business
strategies, achieving targets and sustainable development. To
seek long-term development, we work hard in establishing
and improving our talent pool, making the best use of our
talents and their skills, enabling employees to give full play
to their abilities and to perform their duties faithfully. We
are also committed to becoming an excellent employer,
who focuses on human resources management and actively
provides employees with an ideal working environment.

We affirmatively believe that integrity is the core and essence
of business. The Company persists in setting its foothold and
operating its business with integrity, thereby establishing a
good corporate image in the market.
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RE HEREBHRSE

Labour Standards

The Group strictly follows the “Provisions on the
Prohibition of Using Child Labour”, the “Law of the PRC
on the Protection of Minors” and other relevant laws and
regulations. To prevent involving child and force labour in
our daily operations, human resources department scrutinises
applicants’ personal information, identity and age during the
recruitment process. Applicants under the age of 18 would
not be hired.

During the reporting period, the Group was not aware of
any non-compliance with laws and regulations relating to
prevention of child and force labour.

Employment and Remuneration Benefits

We pledge to comply with the laws and regulations in the
PRC and Hong Kong relating to equal opportunity and anti-
discrimination, and establish a working environment with
equal opportunities for employees. We follow the principles
of equal opportunity, diversity and anti-discrimination, and
treat our employees equally. Recruitment of employees
is irrespective of qualifications, nationality, age, marital
status, physical conditions, race, colour, religion, or sexual
orientation. We will do our best to provide employees with a
working environment that is free from discrimination, sexual
harassment and unethical labour policies. We adopt a zero-
tolerance approach if any of these matters occur.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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We believe that employees are our most valuable assets,
therefore we strive to offer comprehensive benefits and
protection to employees. We comply with the relevant labour
regulations (for example, the “Labour Law of the PRC”, the
“Law of the PRC on Employment Contracts”, the “Law of
the PRC on the Protection of Women’s Rights and Interests”,
the “Social Insurance Law of the PRC”, the
on Minimum Wages”, the “Employment Ordinance”,
the “Minimum Wage Ordinance”, the

“Provisions

“Mandatory
Provident Fund Schemes Ordinance”, and the “Employees’
Compensation Ordinance”). Our labour and employment
contracts clearly set out clauses concerning employment,
compensation, dismissal, standard working hours, rest
periods, and benefits including social insurance (pension,
unemployment, medical, work injury, birth) and housing
provident fund as required by the PRC, compensation
insurance for Hong Kong employees, paid leaves, casual
leaves, statutory leaves, marriage leaves, maternity leaves
and bereavement leaves, to safequard the rights of our
employees. We generally determine employees’ salaries based
on their industry experiences, personal qualifications and
performance. We evaluate employees’ performance annually
to make sure that the human resources structure is fair and
competitive.

In relation to dismissal, we usually terminate the labour
relationship only after giving a written notice to the employee
30 days before he or she leaves, or paying an additional one-
month salary. Whenever an employee quits, human resources
department will interview him or her before quitting to find
out the reason of quitting and conduct other procedures,
such as calculating and paying the outstanding salaries,
severance and long service payments (if any) with reference
to the "Labour Law of the PRC”, the “Law of the PRC on
Employment Contracts”, the “Employment Ordinance”, the
“Inland Revenue Ordinance”, and the “Mandatory Provident
Fund Schemes Ordinance”.

During the reporting period, the Group was not aware of
any non-compliance with laws and regulations relating to
compensation and dismissal, recruitment and promotion,
working hours, leaves, equal opportunity, diversity, anti-
discrimination and other treatments and benefits that have a
significant impact on the Group.
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RE HEREBHRS

Development and Training

Talent development is an important part of our human
resources strategy. We understand that the employees’
knowledge and skills are essential to the Company's
operation and business growth, good development plan
lays a good foundation for the employees to face business
challenge in the future, it also helps them grasp promotion
opportunities and fulfill their career aspirations. We
encourage the employees to participate in training or pursue
further study, and develop a clear promotion ladder, ensuring
that the employees have the required skills; we also nurture
outstanding successors for the Group and create a learning
atmosphere. The Group conducts performance evaluation
annually, and based on the assessment result to provide the
staff with appropriate training, and offer career development
and promotion opportunities to outstanding employees.

In addition, all directors (including independent non-
executive directors) should have timely understanding of the
responsibilities as a director and the business and operations
of the Company. During the reporting period, we provided
introduction and informed the directors to attend training
sessions to upgrade their knowledge and skills, we also
provided the latest information relating to the Listing Rules,
other relevant regulations and monitoring mechanism and
the business environment, which enable them to fulfill their
responsibilities. At the same time, we encourage the directors
and employees to participate in relevant training sessions and
seminars, in order to keep them updated with the latest laws,
regulations and business environment.

Supply Chain Management

Food product quality is essential to the green food products
business as they are the main products. All suppliers must
pass our stringent assessment procedure in order to be
qualified as our approved suppliers, such as whether they
have obtained relevant permits, whether their food products
comply with the standards, and whether the suppliers
meet the sewage and emission requirements in their own
regions. We would not approve or purchase from unqualified
suppliers. In addition, we continuously strengthen the quality
monitoring on the suppliers, ensuring that the food products
distributed by us are of good quality.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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For the rental business of logistics and office facilities, our
suppliers mainly comprise of general office supplies, for
example, paper and stationery. We generally select suppliers
based on their scale of business and reputation. We also
support and encourage the suppliers to promote efficient
use of resources and environmental protection and fulfill
corporate social responsibility. We will take a fair and open
principle on procurement of materials and services.

Our suppliers should comply with all relevant local and
national laws and regulations in relation to unethical
behaviour, bribery, corruption or other prohibited business
practices. When a supplier is found to have violated our
policies or contractual requirements, we will terminate future
cooperation until the situation has been improved.

Product Responsibilities

Although we do not involve in the production of green
food products, we pay close attention to the quality and
certification of food products that we distribute. We only
select food products under strict control, and mainly
distribute rice, grain and oil, including Jinggong No.1 Rice
(B —9R4EAEXK) , Royal Spring Soda Mineral Water ([B7K
KIRERFTHE R 7K ) , Qinmin Organic Noodles ( # R A # M l )
and Longhuayuan Peanut Oil (BEEJRIEA M) .

We comply with the regulations relating to food products
in the PRC, such as the "Administrative Measures for Food
Operation Licensing” and the “Food Safety Law of the PRC",
and obtained the food operation licences in order to operate
the relevant businesses legally. We also pay attention to the
quality and safety standards of food products, delighting
customers to purchase and consume these products.
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Health and Safety

Despite that our businesses mainly take place in office, we
focus on protecting the health and safety of the employees,
and comply with the relevant regulations in the PRC
and Hong Kong, such as the “Law of the PRC on Work
Safety”, the “Law of the PRC on Prevention and Control of
Occupational Diseases”, and the “Occupational Safety and
Health Ordinance”. We provide the employees with safe and
healthy working environment under reasonable conditions,
and safeguard them from occupational hazards, and we have
implemented the following procedures:

o Conduct safety inspections at workplaces regularly,
and immediately make amendments to any unsafe
circumstances or conditions posing a threat

o Establish emergency measures such as fire or explosion
emergency plan

o Arrange rescue, fire and evacuation drills regularly

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

o Prohibit smoking in all enclosed areas in office

o Formulate work arrangements in times of typhoons
and rainstorms

With the above measures, the Group was not aware of any
non-compliance with laws and regulations in relation to
provision of a safe working environment and protection for
employees from occupational hazards that have a significant
impact on the Group during the reporting period.
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Anti-corruption

We strictly adhere to the laws and regulations relating to
anti-corruption and bribery in the PRC and Hong Kong,
such as the “Law of the PRC on Anti-money Laundering”
and “Prevention of Bribery Ordinance” of Hong Kong, in
order to maintain fairness and justice in the society and
working environment. At the same time, we emphasise that
employees should perform their duties with professional
ethics and upholding the highest standards of integrity and
honesty. We adopt a zero tolerance approach to bribery,
extortion, fraud and money laundering or misuse of rights
that jeopardises the interests of the Group and shareholders,
we would also take disciplinary actions against any confirmed
cases of misconducts.

During the reporting period, the Group was not aware of any
non-compliance with laws and regulations relating to bribery,
extortion, fraud and money laundering that have a significant
impact on the Group.

Protection on Personal Data Privacy and Confidentiality
We are committed to protecting privacy and confidentiality of
personal data of our employees, business partners and other
identifiable individuals. Information of our business partners
will only be used for business purpose or other purposes
as stipulated in the contracts. We will not use the personal
data in ways which are unrelated to the above purposes.
Employees should handle and use confidential information
and information of our business partners with extreme
caution.

Community Involvement

For the Company’s long-term development, community
participation is important. As a responsible corporate citizen,
we are constantly aware of the needs and are committed
to promoting development and construction activities of
the community at which we operate. We take up corporate
responsibilities with our best efforts and benefit the
community through a variety of actions, such as investment,
donation, time, products, services, influence, management
knowledge and other resources. Through this we also
encourage employees to spend time and efforts in various
community projects, making contributions to the community.
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ENVIRONMENT

Resources and Emission Management

The Group’s business is principally engaged in the sales of
green food products and the leasing of logistic and office
facilities. Our daily operations in the past year have generated
0.077 kilogram of sulfur oxide, which does not cause severe
air pollutions in any way. As the Group rented the premise
for operations, the water supply and discharges are solely
controlled by building management office which considered
that the provision of water usage data to individual occupant
not feasible, therefore we cannot consolidate the relevant
data.

Moreover, the Group does not produce a large amount of
sewage and hazardous wastes. Only non-hazardous wastes,
such as office waste, are produced by the usage of drinking
water and paper. In the past year, we have only consumed
0.105 ton of paper, equivalent to 0.0001 ton per square
meter of floor area. Despite all this, we still strive to promote
environmental protection awareness to all employees, to
consume our resources wisely and to reduce wastes.

In the Group’s rental business, tenants of our logistic and
office facilities are responsible for all the water and electricity
consumptions on their own, which are not included in
the calculation scope of emissions generated in our daily
operations. In the Group's sales of green food products
business, the products delivered generally have already been
packed by suppliers, and all we have to do is to repack the
products by cartons and deliver them to various customers.
In the Group's daily operations, office equipment including
computers, air conditioners and lighting are the major sources
of usage of purchased electricity. The consumptions of energy
will indirectly cause the emissions of greenhouse gases and
carbon dioxide is one of the major greenhouse gases.
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The following table lists the quantitative data in respect of
our emission and use of resources:

The total emission
of greenhouse gases
(carbon dioxide
equivalence, ton)

Emission of greenhouse  13.917 Carbon dioxide
gases (scope 1) equivalence, ton
Emission of greenhouse ~ 13.790 Carbon dioxide

gases (scope 2)'

Emission of greenhouse ~ 0.019
gases per square meter
of floor area

equivalence, ton
Carbon dioxide

equivalence, ton/

square meter

The total energy 25,537.634 Kilowatt-hour
consumption
(kilowatt-hour)

Energy consumption per  17.161 Kilowatt-hour/

square meter of floor
area

square meter

Green Office

Although the Group’s business does not have too much
impact on the environment, we adhere to strict compliance
with all legal and regulatory provisions that are locally
applicable, such as Environmental Protection Law of the
PRC. We also strive to minimise the emission of air pollutant,
greenhouse gases and other wastes.

To perform duties of environmental protection, the Group has
created a green office environment by effectively optimising
electricity consumption to minimise the emission, reducing
wastes, promoting green ideas, encouraging low-carbon
lifestyle, generalising green commuting, advocating paperless
office and etc. We have implemented the following energy-
saving measures:

o Install auxiliary electricity meter to monitor electricity
consumption and strictly control the discharge and
usage of office electricity and water

! The classification of greenhouse gas emissions abides by
Guidelines to Account for and Report on Greenhouse
Gas Emissions and Removals for Buildings (Commercial,
Residential or Institutional Purposes) in Hong Kong (2010
Edition) issued by the government of the HKSAR in January,
2010.
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o Have our employees turn off lights and unnecessary
energy-consuming electrical devices during lunch
break or after work hours

o Set the temperature of the air conditioners at 26
degrees Celsius or higher

o Deploy natural light and LED lighting on office floor as
much as possible

o Purchase energy-efficient electrical equipment or
water-saving products and instruments

o Actively advocate the concept of environmental
protection, including electricity and water
conservation, and put up posters for these matters

o Encourage our employees to avoid unnecessary use
of water in daily life and turn off water tap to reduce
dripping

o Promote paperless office and impel the E-management

of information

o Place recycling bins for waste paper and single-sided
paper to ensure the reuse of paper, or ship waste
paper to paper mill or scrap paper company for
recycling

o Save paper by double-sided printing and writing
o Reuse stationeries such as file folders and envelopes

As we look into the future, we will continue to actively
search for all feasible methods to further improve the Group’s
business. By adding more green office ideas into our daily
operations, we will build up more contributions to the
environment, communities and society.
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The directors present their report and the audited financial
statements of the Company and the Group for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set
out in note 43 to the financial statements. There were no
significant changes in the nature of the Group's principal
activities during the Year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2017 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 90 to
251.

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

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets,
liabilities and non-controlling interests of the Group for
the last five financial years, as extracted from the audited
financial statements and restated/reclassified as appropriate,
is set out on page 252. This summary does not form part of
the audited financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended
31 December 2017 is provided in the section headed
“Management Discussion and Analysis” of this annual report.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

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

CONVERTIBLE BONDS
Details of the Company’s convertible bonds are set out in
note 30 to the financial statements.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares
on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2017, the Company
repurchased a total of 25,560,000 shares of the Company
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) at an aggregate consideration of approximately
HK$8,661,000, and 11,392,000 shares (including a total of
2,832,000 shares repurchased by the Company during the
year ended 31 December 2016) were cancelled during the
Year and the number of issued shares of the Company was
reduced accordingly. The details of the repurchased shares are
as follows:

Total number

BrRBEERE
ARRIEMERAR R FH 2B SAPLERT
BEMNEBEELBEENSRE ERAQAEEA
BRIEPIRARBEBRRIEZHENK -

BE BEOxLEAXAQT LTRSS

HE_ZT—+F+-_A=+—HIFE AR
AREBEBHERSGFAERAR ([BRF])E
H B[O AR A 225,560,000 8% 17 - AL
/38,661,0007% 7T » %11,392,0000% ML 17 (B2 4%
ARERBE_T—F+-A=+—HLHF
fEREE ~ A $£2,832,0000% B9 ) N A FE 8 &
AEAIRARR Z BETRMDER - BEARD
ZEBWT

of shares Aggregate
repurchased Purchase price per share consideration
Month A# BERDAER BREEE BRE
Highest Lowest
) RIE
HK$ HK$ HK$
BT BT BT
June 2017 —E—tF XA 8,560,000 0.395 0.385 3,335,760
December 2017 —E—+F+=A 17,000,000 0.335 0.305 5,325,240
Total et 25,560,000 8,661,000

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, redeemed or sold any of the
listed securities of the Company during the Year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the Year are set out in note 44 to the financial
statements and in the consolidated statement of changes in
equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2017, the Company’s reserves available for
distribution amounted to approximately HK$692.89 million,
representing the share premium account of the Company
of approximately HK$1,583.73 million less the accumulated
losses as at 31 December 2017 of approximately HK$890.84
million. Under the Companies Law, Cap. 22 (as amended)
of the Cayman lIslands, the share premium account of the
Company is distributable to the shareholders of the Company
provided that immediately following the date on which the
dividend is proposed to be distributed, the Company will
be in a position to pay off its debts as they fall due in the
ordinary course of business. The share premium account may
also be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2017, sales attributable
to the largest customer of the Group amounted to
approximately 10.24% of the total sales for the Year and the
five largest customers of the Group accounted for 34.08% of
the Group's total sales for the Year.

For the year ended 31 December 2017, purchases
attributable to the largest supplier of the Group amounted
to approximately 40.97% of the total purchases for the Year
and the five largest suppliers of the Group accounted for
80.88% of the Group's total purchases for the Year.

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

Executive Directors
Mr. Jiang Jianjun
Mr. Ke Xionghan

Mr. Zeng Fanxiong (appointed on

1 September 2017)
Mr. Huang Wuguang (appointed on

10 November 2017)
Mr. Jiang Jiancheng (resigned on

10 November 2017)

Mr. Huangfu Mingsheng  (appointed on 3 April 2017 and
resigned on 1 September 2017

Non-executive Directors
Ms. Ho Wing Yan

Ms. Zhang Yujie (vacated on 23 March 2018)

Independent Non-executive Directors
Dr. Loke Yu

Mr. Li Xiaofeng

Mr. Ho Man Fai

In accordance with article 116 of the Company's articles of
association, Ms. Ho Wing Yan and Mr. Li Xiaofeng will retire
by rotation and being eligible, have offered themselves for
re-election at the forthcoming annual general meeting. The
term of office for the executive directors is the period up to
their retirement in accordance with the Company's articles
of association. The non-executive directors and independent
non-executive directors are appointed for a period of three
years.

In accordance with article 99 of the Company’s articles of
association, Mr. Zeng Fanxiong and Mr. Huang Wuguang
will retire and being eligible, have offered themselves for re-
election at the forthcoming annual general meeting.
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DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the directors and senior management
of the Company are set out on pages 43 to 47 of this annual
report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ REMUNERATION

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 39 to the financial statements, no
director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group
to which the Company or any of its subsidiaries was a party
subsisted at any time during the Year or at the end of the
Year.

MANAGEMENT CONTRACTS

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

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

At 31 December 2017, the interests and short positions
of the directors in the shares and underlying shares of the
Company or its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the
“SFQ")), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange

EERNROREBRONERZR XA

pursuant to the Model Code for Securities Transactions by R RAAENT
Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

Long positions in ordinary shares of the Company:

REQXAEBRZEFR:

Number of shares held,
capacity and nature of interest

BRAEROEE SORERENE

RZE—+F+A=+—H FFENEAR
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7 KRG 5B ) EXVER) Bt R ARRE AR 17 7 7k
BN ES K ERGIE3526RE AR R A
ATRIFZEREM HRE TR A8+
FE LM TAESETEFR S 2FETR
(MRESTRDASTMEARA MR

Approximate
Directly Through percentage of
beneficially Through controlled the Company'’s
owned spouse corporation Total  issued shares
EARRTF
i o) BERITRGZ
Name of directors Expsg ERERER EBRERRB ZEHEE @t BABES
Mr. Jiang Jianjun TRELE 465,564,000 5,840,000¢  346,459,044" 817,863,044 15.05%
Mr. Ke Xionghan 1B 5 A 1,000,000 - - 1,000,000 0.02%
Mr. Zeng Fanxiong DN HEEE 28,346,837 - - 28,346,837 0.52%
Mr. Huang Wuguang BERNEE 5,300,000 = = 5,300,000 0.09%
Mr. Li Xiaofeng Rezieft 1,000,000 - - 1,000,000 0.02%
Mr. Ho Man Fai EbE: 5% 2,000,000 - - 2,000,000 0.04%
503,210,837 5,840,000 346,459,044 855,509,881 15.74%

Notes: B 5T -

(a) These 5,840,000 shares were held by Ms. Li Zhuoxun, the (a) 225,840,000/ % 1D B T 2 & e LB 2R
spouse of Mr. Jiang Jianjun.

EHLLHE-

(b) These 346,459,044 shares were held by King Wei Group (b) 2% 55346,459,0440% IR M B S B EE (F

(China) Investment Development Limited (“King Wei")
as to 253,259,044 shares and China Silver Investments
Development Limited (“China Silver”) as to 93,200,000
shares. As King Wei and China Silver were wholly owned
by Mr. Jiang Jianjun, Mr. Jiang Jianjun was deemed to be
interested in the 253,259,044 shares held by King Wei and
the 93,200,000 shares held by China Silver respectively by
virtue of the SFO.

* For identification purpose only
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BHIRBEHRBR AR ([EE])HEERE
BHiEBERER A AE*
253,259,044/% 293,200,000/ » A4 &
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Long positions in share options of the Company:
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RAEQGEREZITE:
Number of

options directly
beneficially owned

EREREAZ

Name of directors BEEHR BREHE
Mr. Jiang Jianjun LETE A 4,660,000
Mr. Ke Xionghan 1] 1 9 5 A 10,000,000
Ms. Ho Wing Yan Al sk iR 2+ 2,000,000
Ms. Zhang Yujie JLERZ L 10,000,000
Dr. Loke Yu B g MRIE 2,000,000
Mr. Li Xiaofeng RFIE A 2,000,000
Mr. Ho Man Fai I B E 2,000,000
32,660,000

Save as disclosed above, as at 31 December 2017, none of
the directors had registered an interest or short position in
the shares and 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.

BREXABEEEN R_E—LF+_-H
=t+—B SEEHMERA QAT HE MR
EE 2 By RARRA I - EEARIEE S R
S 1RPIE35216 8 T ok - R BIRE T RIA
SITAEARRBI Rz EZIORE -
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2017, the following interests in shares or
underlying shares of 5% or more of the issued shares of the
Company were recorded in the register of interests required
to be kept by the Company pursuant to Section 336 of the

FERREEMATRRG R EEKRG
Y HE 2

R_E—+F+-_A=1+—H8 U TFTRARF
BEERM P EMRHD KABREARD5% A Eay R
mERERARRIREES KB EKHIZE336
EMmFEMESZLMA :

SFO:

Long positions:

Capacity and

HR:

Number of
ordinary shares
or underlying

Approximate
percentage of
the Company’s

Name nature of interest shares held issued shares
HARAT
BEEEBERDS 2RITRAZ
HE BB St REEMNE A EE L SEE s d
Beidahuang (HK) International Beneficial owner 660,000,000 12.15%
Trade Co., Limited
LEXRR(BEB)BEBEEZERAR BER#EEA
EEIRBIATHEELEE Interest of controlled corporation 660,000,000@ 12.15%
BREEAA
ZEEHEEER
EEIIAREBEEE AT Interest of controlled corporation 660,000,000@ 12.15%
SIS EEER
Li Zhuoxun Beneficial owner 5,840,000 0.11%
HEE) Em#EA A
Interest of spouse 816,683,044® 15.03%
LB

China Beidahuang Industry Group Holdings Limited
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Number of Approximate
ordinary shares percentage of
Capacity and or underlying the Company'’s
Name nature of interest shares held issued shares
AR DQF]
BFEEEBERDS ERITRAZ
HE BB B RESEME HER T EE BHABEDIHE
Able Turbo Enterprises Limited Beneficial owner 255,103,474 4.70%
Em#EE A
Interest of controlled corporation 154,396,526 2.84%
TIEHEEER
Chen Hua Interest of controlled corporations 409,500,000 7.54%
5= TIEHEEER
Li Xianggen Interest of controlled corporations 409,500,000@ 7.54%
EERi TIEHEEER
Notes: B 5 -

(a) These 660,000,000 shares were held by Beidahuang (HK) (a)
International Trade Co., Limited, which was wholly owned
by BEEIRBIRARHERBEEREE AT which in
turn was wholly owned by 28/ Tib AFT BB ERE B AT
Accordingly, each of 2R TR Rt ATEEEEFREL

AR and EEETIATE

FEEEE N A was deemed to

be interested in the 660,000,000 shares held by Beidahuang
(HK) International Trade Co., Limited by virtue of the SFO.

#% %660,000,0008% % 5 AL K ()
BESBERARFE AR (5 ARE
SHERAFAZEIABILATHEERES
RETARZEREAR MEBEIERIEAR
HEEEERETARIABEIIARESE
FERBRRBZEHSR ALt BIEFEFH &
g0 BEIREILATHEEEERE
ARAIRBEIILATEREBEER B L FHHE
BERIERR (BB ERESBERARF
H2660,000,0000% i1 A 4 o
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(b) These 816,683,044 shares and underlying shares were held
by Mr. lJiang Jianjun (“Mr. Jiang”), the spouse of Ms. Li
Zhuoxun, as to 465,564,000 shares and 4,660,000 share
options, King Wei Group (China) Investment Development
Limited (“King Wei"”) as to 253,259,044 shares and China
Silver Investments Development Limited (“China Silver”) as
to 93,200,000 shares. As King Wei and China Silver were
wholly owned by Mr. Jiang, Mr. Jiang was deemed to be
interested in the 253,259,044 shares held by King Wei and
the 93,200,000 shares held by China Silver respectively by
virtue of the SFO. Accordingly, Ms. Li Zhuoxun was deemed
to be interested in the shares and the underlying shares held
by Mr. Jiang, King Wei and China Silver by virtue of the SFO.

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

(d) These 409,500,000 shares were held by Able Turbo as to
255,103,474 shares and China Food as to 154,396,526
shares. As China Food was wholly owned by Able Turbo,
Able Turbo was deemed to be interested in the 154,396,526
shares held by China Food by virtue of the SFO. As Able
Turbo was 60.31% owned by Mr. Chen Hua and 39.69%
owned by Mr. Li Xianggen, each of Mr. Chen Hua and Mr. Li
Xianggen was deemed to be interested in the shares held by
Able Turbo and China Food by virtue of the SFO.

Save as disclosed above, as at 31 December 2017, no person,
other than the directors of the Company whose interests
are set out in the section headed “Directors’ Interests and
Short Positions in Shares and Underlying Shares” above,
had registered an interest or short position in the shares or
underlying shares of the Company that was required to be
recorded pursuant to Section 336 of the SFO.

* For identification purpose only
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% 5816,683,044/% I 17 M ABRE A% 15 BT 22
BEE(NILEE] BRI L THERE)
1 465,564,0008% 1% 17 K. 4,660,00017 fiE A%
- EEEE (FR)BEREBRAR ([4
42 | ) BE75253,259,044/% B% 1 I #E SR = B 4%
EERERABMRAA* ([#R])H#HF93,200,000
RERE D - AR ERRT AT 2 ERE
Bt - IRIEFSH KRB TR ERE A
R R 42578 #9253,259,044R% A% 17 K Z2 iR 45
A 1993,200,0008% B 17 FE A #E s o BULE - AR
BESFRPEGRD BRES T LHREABNT
Jo i AR IE R ERIF B MR D AR B ()
B -

% %154,396,526 A A {7 M b Bl & ah R 52
BEERAE* ([FRERDIFE MAPER
§h B Able Turbo Enterprises Limited ([Able
Turbo N2 EBHE - BEBHFLPE
16451 - Able Turbo# R &M Bl R m#5 4 &Y
154,396,526/% A% {5 ¥ B e o

£ %409,500,0000% f& 17 B3 Able TurboiF B
255,103,4748% . F B R fn% B 154,396,526
B e R E R M Able Turbo2 B A ©
RIEFE A K HAE 15451 - Able Turbo 1R AR
Bl & T B #9154,396,526 8% A% 17 F # A 1
%% > B Able TurboR BREE L A H60.31%
2SR AR EREB39.69% S - IR
BEHFRBERN RELERTAREE
EBWR AR Able TurbokH ER REA D
BRI

B EXFREN R Bt FE+ A=t —
A BHEE AL (BAAREFIN  BE0E
HER £ [ ERR RAGBR t s
WA — )RR T B ARBAR (5 o 1
BRI ES LB E G E336HAT B RN
HAAA
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SHARE OPTION SCHEMES

The Company operates two share option schemes for the
purpose of providing incentives and rewards to eligible
participants for their contribution to, and continuing efforts
to promote the interests of, the Group. A share option
scheme (the “2007 Scheme") was adopted by the Company
on 23 May 2007 and terminated on 22 May 2017, and a
new share option scheme (the “2017 Scheme") was adopted
by the Company pursuant to a resolution passed on 9 June
2017 (the "Adoption Date”). The 2017 Scheme, unless
otherwise cancelled or amended, will remain in force for 10
years from the Adoption Date. Further details of the 2007
Scheme and the 2017 Scheme are disclosed in note 32 to the
financial statements.

Upon the termination of the 2007 Scheme, no further share
option has been granted, but the share options granted prior
to such termination continue to be valid and exercisable in
accordance with the provisions of the 2007 Scheme. No
share option was granted under the 2017 Scheme since its
adoption.
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fB IR T &

ARPRBMARBKEE EEREERS
EESAEREMERERRHES R ELEHE
MR BB R RE - —AEREAE ([ =F
TLFHE DR - ETLFAA-+=HER
RNARHYN Tt FHEA -+ A&
ERBEARR-_ZT—tFXANB ([FKAAB
H]) BB ORFER —RHNEREE ([=F
—LFEE ) BARFRN - BRIFSEE K
tEHER] — T~ FT 8 8RB s
VFA—BEER - FHE_ZTTLFHEN_TF
—EFRENE - THBERBENRMBERERME
32

R-ZEZLFEERIUER  ARAFBESRE
BIE ERE - TTLFAEGR TN
RIERHEZ BRBEEE U LA T1TE- A=
Z—LFFBERM ARFAHMEFSRLER

-
o

L
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The following table discloses movements in the Company's  FTEREBFRARRBE ST LFrERE
outstanding share options granted under the 2007 Scheme — ZARITIFEEEMIEE S :
during the Year:

Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category of 1 January during during during during 31 December  share Exercise period of Exercise price of
participant 2017 the Year the Year the Year the Year 2017  options”  share options share options®
RZB-t& RZB-tF BRERL
SRERLNER -A-H ERRH ERTE EREH FRXM tZA=t-B BHY BRETES BREGTEEY
HKS per share
HRET
Directors
Es
Mr. Jiang Jianjun 100,000 s (100,000) = = - 230714 23-07-15-22-07-17 0.377
IREEE 1,830,000 - - - - 1,830,000  24-07-15  24-07-15-23-07-18 1.030
915,000 - - - - 915000  24-07-15  24-07-16-23-07-18 1.030
915,000 - - - - 915000  24-07-15  24-07-17-23-07-18 1.030
300,000 - - - - 300,000 141016 01-07-17-13-10-19 0436
300,000 - - - - 300,000  14-10-16  14-10-17-13-10-19 0436
400,000 - - - - 400,000  14-10-16  14-10-18-13-10-19 0436
4,760,000 - (100,000) - - 4,660,000
Mr. Ke Xionghan 3,000,000 - - - - 3,000,000  14-10-16 010717 -13-10-19 0436
TEREE 3,000,000 - - - - 3,000,000  14-10-16  14-10-17-13-10-19 0436
4,000,000 - - - - 4,000,000  14-10-16  14-10-18-13-10-19 0436
10,000,000 - - - - 10,000,000
Ms. Ho Wing Yan 500,000 = = = = 500,000  24-07-15 24-07-15-23-07-18 1.030
fkmkxt 250,000 - - - - 250,000  24-07-15  24-07-16-23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16  01-07-17-13-10-19 0436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18-13-10-19 0436
2,000,000 - - - - 2,000,000
Ms. Zhang Yujie 3,000,000 - - - - 3,000,000  14-10-16  01-07-17-13-10-19 0436
NERRT 3,000,000 - - - = 3,000,000  14-10-16 14-10-17 - 13-10-19 0.436
4,000,000 - - - - 4,000,000  14-10-16  14-10-18-13-10-19 0436
10,000,000 - - - - 10,000,000
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Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category of 1 January during during during during 31 December  share Exercise period of Exercise price of
participant 2017 the Year the Year the Year the Year 2017  options®  share options share options®
RoB-tf RoZ2-t%  BRERY
SRELLAR -A-H ERRIM ERTE FREH ER%% t-A=t-B BEY BRETES BRETREY
HKS per share
BRET
Directors
Bz
Dr. Loke Yu 500,000 - - - (500,000) - 230714 23-07-15 - 22-07-17 0.377
BEEMEL 500,000 = - - - 500,000  24-07-15 24-07-15 - 23-07-18 1.030
250,000 - - - - 250,000 240715 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,500,000 - - - (500,000) 2,000,000
Mr. Li Xiaofeng 500,000 - (500,000) - - - 230714 23-07-15 - 22-07-17 0.377
PRELE 500,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 1.030
250,000 - - - - 250,000 240715 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,500,000 - (500,000) - - 2,000,000
Mr. Ho Man Fai 500,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 1.030
AXBEE 250,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000 240715 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,000,000 - - - - 2,000,000
33,760,000 - (600,000) - (500,000) 32,660,000
Ex-director
HES
Mr. Jiang Jiancheng © 500,000 - (500,000) - - - 230714 23-07-15-22-07-17 0377
TRM A 10,000,000 - - - - 10,000,000  24-07-15 24-07-15-23-07-18 1.030
5,000,000 - - - - 5,000,000  24-07-15 24-07-16 - 23-07-18 1.030
5,000,000 - - - - 5,000,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
21,500,000 - (500,000) - - 21,000,000

FEEAREXEEZERERAA
2017 £,

73



REPORT OF THE DIRECTORS
EEEHRE

Number of share options
BREHAE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category of 1 January during during during during 31 December  share Exercise period of Exercise price of
participant 2017 the Year the Year the Year the Year 2017  options®  share options share options®
RZB-t& R-Z-t§  BRERL
SEELZLE -A-A FREM FRTE FREH FR%% +tZA=t-B A& BRETESD BRETEED
HKS per share
SRET

Other employees

HitfEg

In aggregate 4,000,000 - (3,000,000) = (1,000,000) - 3014 2347-15- 20717 0377

% 4,100,000 = = = = 4100000 240715 24-07-15-23-07-18 1.030

2,050,000 . = = = 2050000 240715 24-07-16-23-07-18 1.030
2,050,000 = 2 = 5 2050000 240715 24-07-17-23-07-18 1,030
17,250,000 = = . - 17250000 141016 01:07-17-13-10-19 0436
17,250,000 ~ 2 e - 17250000 1410-16 14-10-17-13-10-19 0436
23,000,000 z = 2 - 3000000 141016 14-10-18-13-10-19 0436
69,700,000 = (3,000,000) = (1,000,000 65,700,000

Consultants

@

In aggregate 33,000,000 - (33,000,000) = = - 3014 2347-15- 20717 0377

% 50,000,000 = = = - 50000000 2407-15  24-07-15-23-07-18 1.030

25,000,000 = = = - 25000000 240715 24-07-16-23-07-18 1.030
25,000,000 = 2 = - 25000000 2407-15  24-07-17-23-07-18 1,030
37,950,000 = = = - 37950000 141016 01:07-17-13-10-19 0436
37,950,000 = 2 = - 37950000 1410-16 14-10-17-13-10-19 0436
50,600,000 = = = - 50600000 1410-16  14-10-18-13-10-19 0436
259,500,000 - (33,000,000) = ~ 226500000

384,460,000 - (37,100,000) = (1,500,000) 345,860,000

Notes to the table of outstanding share options granted under the FRARB-ZTLFHEARE 2 RITEBRES R

2007 Scheme during the Year: P 5E

(a) The vesting period of the share options is from the date of (a) BRENEBHAARLEABREETFEH
grant until the commencement of the exercise period. FE A LE -

(b) The exercise price of the share options is subject to (b) TP SR AT AR BT s AN 2 &) IR AR E b 2R (DL
adjustment in case of rights or bonus issues, or other similar FRERT  BREMNTEEAEELAE.
changes in the Company’s share capital.

() Mr. Jiang Jiancheng resigned as an executive director of the (© TEKEERAARRAMITERE BT
Company with effect from 10 November 2017. According to —tF+—ATHRER-BRE_ZTZLF
the 2007 Scheme, the share options granted to him may be FTE R BT N H BT B BEE
exercised within three months from his resignation date. —ERAANTLATTRE -

(d) The weighted average closing price of the Company’s shares (d) FRN-ARAROVEZEBEEITE A

immediately before the date on which the share options
were exercised during the Year was HK$0.375 per share.
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The Group recognised a share option expense of
approximately HK$42,567,000 during the Year (2016:
HK$27,851,000).

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

CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

Details of the connected transactions are disclosed in note
38 to the financial statements. The bank loan secured by
properties held by related party and directors guarantee was
repaid during the year.

The bank loan of HK$42,745,000 were guaranteed by
Shenzhen Jianlai Industrial Co., Ltd. ("RIITEHKEXEER
~|]"), a related party of the Group, Mr. Jiang Jianjun, the
director of the Group, the Company and independent third
parties.

The bank loan of HK$39,623,000 was guaranteed by the
investment property of the Company, Mr. Jiang Jianjun and
his wife.

The bank loans of HK$4,803,000 were guaranteed by
Shenzhen Mumianhui Investment Funding Limited (“;&3IITH
RIGEREES AR A A]"), the non-controlling shareholder
of the Company and independent third parties.

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

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

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

Annual review of continuing connected transaction

The proposed annual cap for transactions contemplated
under the Framework Agreement for the year ended 31
December 2017 is RMB1,045 million as disclosed in the
announcement of the Company dated 13 May 2015.

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

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

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

that were fair and reasonable and in the interests of
the shareholders of the Company as a whole.
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For the purpose of Rule 14A.56 of the Listing Rules, the
Company'’s auditor, HLB Hodgson Impey Cheng Limited,
has been engaged to report on the continuing connected
transactions for the year ended 31 December 2017 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”
Public Accountants. The auditor has issued its unqualified
letter containing its findings and conclusions in respect

issued by the Hong Kong Institute of Certified

of the continuing connected transactions of the Group in
accordance with Rule 14A.56 of the Listing Rules and a
copy of the auditor’s letter has been provided to the Stock
Exchange. The auditor has confirmed the above continuing
connected transactions as follows:

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

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

3. nothing has come to its attention that causes it to
believe that the disclosed continuing connected
transactions were not entered into, in all material

respects, in accordance with the relevant agreements

governing such transactions; and

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

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

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

At 31 December 2017, none of the directors was interested
in any business, apart from the Group’s business, which
competes or is likely to compete, either directly or indirectly,
with the business of the Group.

AUDITOR

On 29 December 2017, HLB Hodgson Impey Cheng Limited
was appointed as the auditor of the Company by the Board
to fill the causal vacancy following the resignation of CHENG
& CHENG LIMITED and to hold office until the conclusion of
the next annual general meeting of the Company. Save for
the above, there was no other change in the auditor of the
Company in the past three years.

The financial statements for the year ended 31 December
2017 have been audited by HLB Hodgson Impey Cheng
Limited. A resolution to re-appoint HLB Hodgson Impey
Cheng Limited as the auditor of the Company will be
proposed at the forthcoming annual general meeting.

EQUITY-LINKED AGREEMENTS

Save for the share option schemes, the Acquisition
announced on 13 January 2017, the Placing announced on
7 April 2017 and the Subscription announced on 17 July
2017, the Company has not entered into any equity-linked
agreement during the Year.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

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

China Beidahuang Industry Group Holdings Limited
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RELATIONSHIPS WITH EMPLOYEES

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

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

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

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

ENVIRONMENT PROTECTION

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

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

COMPLIANCE WITH LAWS AND REGULATIONS

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

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

INDEMNITY OF DIRECTORS

A permitted indemnity provision that provides for indemnity
against liability incurred by directors and other officers of the
Group is currently in force and was in force throughout the
year ended 31 December 2017.

On behalf of the Board

Jiang Jianjun
Chairman

Hong Kong, 23 March 2018
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INDEPENDENT AUDITORS’ REPORT

Bl M5 &3t 6 F 8 5 A R F

Hodgson Impey Cheng Limited

HLB

To the shareholders of China Beidahuang Industry
Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
China Beidahuang Industry Group Holdings Limited (the
“Company”) and its subsidiaries (“the Group”) set out
on pages 90 to 251, which comprise the consolidated
statement of financial position as at 31 December 2017,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2017, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming

FHREEREE
REZFASRBERMNEXALE RoY
$%ﬁé%%ﬁ%%%ﬁ?%i%%$ﬁai

FERTERMNBRERGEMBTHREALEA
EARETREN RMATSHZEFAEHR
BEER-

our opinion thereon, and we do not provide a separate

opinion on these matters.

Key Audit Matter
HRERER

How the matter was addressed in our audit

BMHERNMEEZEE

Impairment assessment of trade and loan receivables

JEWE SRR IENRE 2 B 1EF

BESHSERKEHRRME22R16

Refer to note 22 and 16 to the consolidated financial statements

The Group has trade receivables and loan
receivables of approximately HK$78,926,000
and HK$362,576,000,
judgement is required in assessing and determining
the recoverability of trade and loan receivables and
adequacy of allowance made.

EEECRUBEIRERREWRERSAIRA
78,926,000/ 7T %2.362,576,00078 JT. ° f£ 77 fi 2 E 5E FE

respectively. Management

WE 5 8RR K B WE R0 FT R B % P AT R R e R
Bl AREEE L HE-

The judgement mainly includes estimating and
evaluating expect future receipts from customers
based on past payment trend, age of the debtors,
knowledge of the customers’ business and financial
condition.

ZHAGFERERBBETNRBE  BUGKIEN R
i BER PR MM MORE T #F R MEH AR B
BEFHFEEARKYA -

Our procedures in relation to management’s
impairment assessment on trade and loan receivables
included:
BPEBEREERERE SRS
BER R ZIRFEE:

A BB EFRAEITZ

o Discussing the Group's procedures on credit
limits and credit periods given to customers
with the management;

. HEREN®R BEEEATEFEERBILE
EHNET
o Evaluating the management’s impairment

assessment of trade and loan receivables;
. FEEEEMERE SRR REWERTETZ
B R
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Key Audit Matter
HRERER

How the matter was addressed in our audit

BMHERNMEEZEE

Impairment assessment of trade and loan receivables (continued)

JEWE ZIEAREREXZ B EF I ()

Refer to note 22 and 16 to the consolidated financial statements (continued)

F2HREMB|RME22R16 (&)

o Assessing, validating and discussing with the
management and evaluating their assessment
on the recoverability of the outstanding debts
and the adequacy of allowance made based
on the trade and loan receivables ageing
analysis, collections subsequent to the end of
the reporting period, past collection history
and trend analysis and knowledge of the
businesses, with focus on long outstanding
debts and debts which are past due but not
impaired; and

. B IR B A TTRT G B KAt am R B
BIEAMERERDRER DN - MEHAER
B EVBGRIER B WK S RBE D HTIA R
XK T RTHEHRERER AT EE R
FEHE R B T R RS AIERNREIARE
BEBLEBPERREZER: &

o Checking on a sample basis, the accuracy
and relevance of information included in the
impairment assessment of trade and loan
receivables.

. ERME L RERKE SRR L ERER
BEREAEE SR EEE KA -

We consider the management conclusion to be
consistent with the available information.

BPRREEENGEmEAREGER —2-
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Key Audit Matter
HRERER

How the matter was addressed in our audit

BMHERNMEEZEE

BERAEMEEEZFETE

Impairment assessment of goodwill and other intangible assets

BESEEEM B RRME18K%19

Refer to note 18 and 19 to the consolidated financial statements

The Group has goodwill and other intangible assets of
approximately HK$95,319,000 and HK$135,700,000,
respectively. Management performed impairment
assessment of goodwill and other intangible assets
based on value in use model that required significant
management judgement with respect to the discount
rate and underlying cash flows, in particular future
revenue growth and capital expenditure. Independent
external valuation were obtained in order to support
management’s estimates.
BEEEZBENAMETLEESD BIR#95,319,000/8
7L % 135,700,0008 - BB BERHEMER &
EELREMEDERNEREERESL ETFE
EEEMTRELBAR RS  LHERK W E
RENERAXIELERHAL - E R BB LINDEE
RIETTEE A ER BN

This conclusion was based on value in use model that
required significant management judgement with
respect to the discount rate and the underlying cash
flows, in particular future revenue growth and capital
expenditure. Independent external valuation were
obtained in order to support management'’s estimates.
ZiEmDERNEREERESH BEPFEEEEN
FHRENEARERE LERRRKAERERE
AR EHEXRHE - B RREB ML EMETTE
B UXFHEBENMET -

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

BHMEBEEREET ORENEZEFERE:

o Evaluating of the independent valuer’s
competence, capabilities and objectivity;

. AHA B ER 2 BE - BE S BRI

o Assessing the methodologies used and the
appropriateness of the key assumption based
on our knowledge of the relevant industry and
using our valuation experts;

. RERFPHEBITRZABLEEERZE
RHEERTERERBREERE

o Challenging the reasonableness of key
assumptions based on our knowledge of the
business and industry; and

. RIBRPIEHEBERRITEN T B
REMEEN: Kk

o Checking, on a sampling basis, the accuracy
and relevance of the input data used.

. MBS MERA 2 B ABIE Z EHIE R AEA
/|\I-Il— °

We consider the management conclusion to be
consistent with the available information.

HHRSEEENGEREREGEN —B-
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Key Audit Matter

How the matter was addressed in our audit

HRERER BMHERNMEEZEE
Key audit matter How our audit address the key audit matter
HRERER EMNERNMEEERERSR

Valuation of investment properties

REYEIGE

Refer to Note 14 to the consolidated financial statements

2RREMBHRRME14

Management has estimated the fair value of the
Group's investment properties to be approximately
HK$412,633,000 as at 31 December 2017, with net
gain in fair value for the year ended 31 December
2017 recorded in the consolidated statement of
profit or loss and other comprehensive income of
approximately HK$43,316,000.
RZBE—+F=RA=+—8B EREMT BEKXEK
B2 NARERALA2,633,0008T HEZT—+
FT-A=+—RILFEFAGREEEMEE
WA R ZR 2 R AR F W 49 743,316,000/ 7T

Independent external valuations were obtained
in order to support management’s estimates. The
valuations are dependent on certain key assumptions
that require significant management judgement,
including market unit value of comparable properties,
market rental and assuming the properties are capable
of being sold in the existing status.

BB NI EEMETHE Mi#”ﬁﬁ%ﬁ
Ao ERRAREZERBHG AT EERE &
BRI B E 2 Ti5EAEE mﬁ&F“W%T&
AR E -

Our procedures in relation to management’s

determination of the valuation of the investment

properties included:

B EREECREMEMLEETZIREFERE:

o Evaluation of the independent valuer's
competence, capabilities and objectivity;

. AHEB HERMEE e REBIE

o Assessing the methodologies used and the
appropriateness of the key assumptions based
on our knowledge of the relevant industry and
using our valuation experts; and

. @Fﬁﬁ%ﬁﬁ“%%?%&@ﬁﬁﬁ%ﬁ@
BER AMERERTERERBRROVEE ML
54

o Checking, on sample basis, the accuracy and
relevance of the input data used.

. AR B P E A o A BUR R R 1 M ARRA M -

We found the key assumptions were supported by the
available evidence.

BFIRA BREXRENGIERT-
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OTHER MATTER

The consolidated financial statements of the Group for the
year ended 31 December 2016 were audited by another
auditor who expressed an unmodified opinion to those
statements on 24 March 2017.

OTHER INFORMATION

The directors are responsible for the other information. The
other information comprises the information included in the
annual report, but does not include the consolidated financial
statements and our auditors’ report thereon (the “Other
Information™).

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the Other Information
and, in doing so, consider whether the Other Information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is a
material misstatement of this Other Information, we are
required to report that fact. We have nothing to report in this
regard.

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

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

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

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

AUDITORS' RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Group's internal control.

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

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

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

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

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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INDEPENDENT AUDITORS’ REPORT

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

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

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

The engagement director on audit resulting in this
independent auditors’ report is Hon Koon Fai, Alex.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hon Koon Fai, Alex
Practising Certificate number: P05029

Hong Kong, 23 March 2018

18 3% BUE R

SREMERIN RMARBZREGBR T TE
MBEFEHE BELZE EXEFERST 8
RIS AT BBl AR BRI B (R R A ER

fa o

BAEAEZZESRER SHARMEH
EEMBYENABEREN Y EMFIER
BRI A BN RA RS ERMBILENMAE
FEMEMER AREERNBERT 1
KB #0455t o

REZZESEBENFERD  ROIHEE WL
EHH ARG M BRRNBIARRER
M@K RS ES =R LA ERBRERE P
MZFERR RIDERIER T A RARBE
ZEBRRE FAEGBRFRENERT  REIE
BEHERMRETEREXZTHENNEEERR
BBELN ARG  RFPRETEERSH
BEZ B

HARB I RBIRE 2 B EE AR
e

BEEHMEERERLF
PE B AP

HEFEHEI: P05029

B —E-NF=ZHA=-+=H

FEEAREXEEZERERAA
2017 &3,

89



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
REREREMEZEBARE

Year ended 31 December 2017

HE_T—+tF+_A=+—RHILFE

2017 2016
Notes HK$°000 HK$'000
B 5E FTET FHET
Revenue WA 5 1,114,635 654,843
Cost of sales $HE B (995,323) (587,971)
Gross profit EF 119,312 66,872
Other income, gains or losses HaA - essk &8 5 199,701 51,359
Selling and distribution expenses HE RO HAX (20,301) (7,338)
Administrative expenses TR (138,267) (100,513)
Profit from operation £ s 160,445 10,380
Finance costs Bl E Bk AN 7 (44,706) (6,933)
Share of (loss)/profit of associates SaR(=R RN
(&), &5 (3,616) 1,380
Gain/(loss) on disposal of subsidiaries ~ H&EMB AR Z
Wz (BR) 35 11,059 (1,603)
Profit before tax B 52 B A 6 123,182 3,224
Taxation HiIE 10 (12,904) 5,353
PROFIT FOR THE YEAR F 2 A 110,278 8,577
Other comprehensive income/(loss) Hia2EKRA (BE)
ltems that may be reclassified HigrlgeEFHEE
subsequently to profit or loss: Bm 2R :
Release of exchange differences upon & K& A &)
disposal of subsidiaries R CIfE =5 (1,408) (227)
Exchange differences arising on BMEBINETE R E AT
translation of foreign operations EEZERERE
and associates 32,750 (93,652)
Total comprehensive income/(loss) FE2AKRA (EE)
for the year HRFE 141,620 (85,302)

China Beidahuang Industry Group Holdings Limited

Annual Report 2017




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
mERaREMEEBAREK

Year ended 31 December 2017
BE_T—+H+_-_A=1+—HItEFE

2017 2016
Notes HK$'000 HK$'000
B 7 FExT FET
Profit attributable to: TR A :
Owners of the Company IN/NETEZ =N 115,024 7,217
Non-controlling interests FEVERR M 2 (4,746) 1,360
110,278 8,577
Total comprehensive income/(loss) THEEZEEA,
attributable to: (E518) 42%8 :
Owners of the Company ZAYNSIEZ DN 143,955 (85,326)
Non-controlling interests JEIE P AE RS (2,335) 24
141,620 (85,302)
EARNINGS PER SHARE TRAF 12
— Basic (in HK cents) —EAR (B 2.20 0.15
— Diluted (in HK cents) — &5 (OB) 2.20 0.15

FEEAREXEEZERERAA
2017 £,
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e g R &R
31 December 2017
—E—+F+-A=1+—H

2017 2016
Notes HK$'000 HK$'000
B 5 FTET FHT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M - BB M & 13 325,856 84,801
Investment properties wREYE 14 412,633 97,448
Financial assets at fair value through FRBERIRAALEYERD
profit or loss TREE 15 - 63,997
Loan receivables EUE K 16 71,397 31,798
Rental deposits paid ENHeEe 17 21,287 20,592
Goodwill EES 18 95,319 90,098
Other intangible assets HEEBEREE 19 135,700 136,863
Interests in associates AR RNT I - 20 300,734 322,684
1,362,926 848,281
CURRENT ASSETS RBEE
Inventories & 21 17,561 23,273
Trade receivables FEWE 5 8RR 22 78,926 35,582
Amounts due from contract customers FEU & 4= F FHIE 23 78,667 78,707
Loan receivables EUE K 16 291,179 50,644
Prepayments, deposits and BRFIE RHE K
other receivables H b e W kI8 24 502,519 266,080
Amounts due from non-controlling JE W Fft /&8 A 7
shareholders of subsidiaries FE 2 PR AR R R IE - 132
Amounts due from related parties JEUL g B A T FIE 38 4,857 4,497
Financial assets at fair value through FRBERBEAAEYED
profit or loss TREE 15 35,756 -
Pledged deposits EEAEFER 25 214,233 6,700
Cash and cash equivalents B NMIREEEY 25 66,183 62,539
1,289,881 528,154
CURRENT LIABILITIES REEE
Trade and bills payables ENEZERLENEE 26 315,144 120,016
Other payables and accruals HmENRIBERETER 27 138,132 149,115
Bank and other borrowings RITREMEE 28 427,121 83,837
Amounts due to related parties FETRAE A T 3RIE 38 848 -
Tax payable JE 1~ 75 18 10,490 1,801
891,735 354,769
NET CURRENT ASSETS RBEERE 398,146 173,385
TOTAL ASSETS LESS CURRENT EEAERRBAR
LIABILITIES 1,761,072 1,021,666

China Beidahuang Industry Group Holdings Limited

Annual Report 2017




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mE MR R &

31 December 2017

—E—+F+-A=1+—H

2017 2016
Notes HK$’000 HK$'000
B 7 FHET FAETT
NON-CURRENT LIABILITIES FRBEE
Deferred tax liabilities FEEFRIEEE 29 51,700 42,109
Convertible bonds AR E 30 189,436 =
Total non-current liabilities R aEERE 241,136 42,109
Net assets BEFE 1,519,936 979,557
EQUITY =
Equity attributable to owners of KABEBAELER
the Company
Share capital % 31 543,426 467,160
Reserves ] 918,781 458,265
1,462,207 925,425
Non-controlling interests FEIE IR RS 57,729 54,132
Total equity M iERE 1,519,936 979,557
Jiang Jianjun IEE Ke Xionghan ] 1
Director s Director o

FEEAREXEEZERERAA
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RERBEER

Year ended 31 December 2017
BEe_T—+F+_A=+—HItFE

Attributable to owners of the parent

BATREAEE
Share Share  Convertible Exchange Non-
Issued premium option bond Merger  fluctuation  Accumulated controlling
capital account reserve reserve reserve reserve losses Sub-total interests  Total equity
TER E%
BRTRE  ROEEE BRERS RERE AfRE KERE Rit#R Mt FERER REAE
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
liE3 T TR T TFEn TR TR i T T T
At 1 January 2016 R=F-AE-F-R 233,664 1,547,356 73,247 - (535) (46,522) (800,358) 1,006,852 4,946 1,011,798
Profit for the year FEEN - - - - - - 217 7217 1360 8577
Other comprehensive income/(loss) EEEB2ERA/ (BB):
for the year:
Release of exchange differences upon disposal ~ HEMB R AREEER 2%
of subsidiaries - - - - - (116) - (116) (111) (227)
Exchange differences on translation BEBNEBRBERAELL
of foreign operations and associate EiES - - - - - (92,427) - (92,427) (1,225 (93,652)
Total comprehensive incomef(loss) for the year ~ £E2 BN/ (B % - - - (92,543) 7217 (85,326) %4 (85,302)
Issue of share by bonus issue BRURBIMEIRR 3 233,664 (233,664) S o S S = = = S
Bxercise of share option e ERE 1,100 3047 - - - - - 4,147 S 4147
Repurchase of shares Rk (1,268) (4,591) - - - - - (5,859) - (5,859)
Acquisition of subsidiary WEHBAA - - - - - - - - 46,613 46,613
Disposal of subsidiary HEHBAR - - - - - - 2,549 2,549
Equity-settled share option arrangements RELEBRET S k) - - 27,851 - - - - 27,851 - 27,851
Transfer of share option reserve upon T R B
the lapse of share options ERREGREE - - (49352) - - - 27,112 (22,240) - (22,240)
At 31 December 2016 RZE-A%F
+ZA=t+-R 467,160 1,312,148 51,746 - (535) (139,065) (766,029) 925425 54,132 979,557
At 1 January 2017 W=%-+5-f-H 467,160 1,312,148 51,746 - (535) (139,065) (766,029) 925,425 54,132 979,557
Profit for the year FRET = = - - - - 115,024 115,024 (4,746) 110,278
Other comprehensive income for the year EEEBZERA
Release of exchange reserve upon disposal HENBAARREENER
of subsidiaries - - - - - (1,408) - (1,408) - (1,408)
Exchange differences on translation BEENEBRBERAELL
of foreign operation and associate EfEE - - - - - 30,339 - 30339 2411 32,750
Total comprehensive income for the year FERARALE - - - - - 28,931 115,024 143,955 (2.335) 141,620
Issue of convertible bonds BFOTARES 30 - - - 9,894 - - - 9,804 - 9,804
Issue of shares upon subscription of new shares B HT R F & TR 31 66,026 232311 - - - - - 298,337 - 298,337
Repurchase of ordinary shares EEEER (1,139 (3.411) - - - - (4,550) - (4,550)
Exercise of share option e mRE 3710 17,760 (7,483) - - - - 13,987 - 13,987
Issue of consideration shares ERERR 3 7,669 %93 - - - - - 32,59 6771 39,363
Incorporation of a new subsidiary Bl dvacritliE TN - - - - - - - - 1,081 1,081
Released upon disposal of subsidiaries LERBAARED - - - - 535 - (535) - (1,920) (1,920)
Lapse of share options Pﬁﬁk%?ﬁl - - (160) - - o 160
Equity-settled share option arrangements g ERRERHE 2 - - 42,567 - - - - 42,567 - 42,567
At 31 December 2017 RZZB-t5
+ZA=1+-H 543,426 1,583,731 86,670* 9,894% - (110,134) (651,380)* 1,462,207 51,729 1,519,936
* These reserve accounts comprise the consolidated reserves * ZERERESNEa M ﬁ% ﬂﬁ D

of HK$918,781,000 (2016: HK$458,265,000) in the

consolidated statement of financial position.

China Beidahuang Industry Group Holdings Limited

Annual Report 2017

A 1% 15918,781,0005 7Tt (=

458,265,000/ 7T °

—RF



CONSOLIDATED STATEMENT OF CASH FLOWS

REETRER

Year ended 31 December 2017

BE_Z—+E+-A=1+—HBIFE
2017 2016
Notes HK$’000 HK$'000
B 5 FET FET
CASH FLOWS (USED IN)/ mesEe (FiA) g
GENERATED FROM OPERATING BERE
ACTIVITIES
Profit before tax Fr A5 AT g ) 123,182 3,224
Adjustments for: AT R
Finance costs B & RN 7 44,706 6,933
Share of loss/(profit) of associates SaN (R hl/N]
BB Carl) 3,616 (1,380)
Interest income B HBA 5 (289) (135)
Loss on disposal of property, HEME - KBER
plant and equipment w2 BB 6 304 65
(Gain)/net loss on disposal of HENBARZ
subsidiaries (Mzs),FEE 35 (11,059) 1,603
Depreciation e 13 20,945 9,213
Gain on bargain purchase on Wi —FMB ARz
acquisition of a subsidiary ZEBENRE 5 (4,112) -
Amortisation of other intangible H & = o
assets 19 11,057 1,982
Unrealised fair value gain on KEMEZ RER
investment properties NI IR & 14 (43,316) (15,470)
Unrealised fair value loss on BBEBEREAAE
financial assets at fair value IR ERMEE 2
through profit or loss KEBEAREEE 11,791 20,978
Realised fair value gain on FBRBRZEANE
financial asset at fair value IR ERMEE 2
through profit or loss B2 QAR (1,495) -
Reversal of provision for inventories FEREED 6 - (998)
Share base payment VARR A9 2 1~ 5/ 18 32 42,567 27,851
Lapse of share options AR R LR R 5 = (22,240)
197,897 31,626
(Increase)/decrease in inventories =FE (#m,m (13,637) 30,378
Decrease/(increase) in trade receivables JEUNE 5 BRE X
A (1) 35,308 (1,150)
Decrease/(increase) in amounts due JEUW A X B P FIE
from contract customers w (1) 40 (78,707)
(Increase)/decrease in prepayments, FERHRIE - He Rk
deposits and other receivables H h f& ORI
(1), (177,481) 34,127
Increase in loan receivables JE U & FRIE AN (267,351) (45,437)
(Decrease)/increase in trade payables BIE SRR
CRid) /10 (50,393) 107,662
Decrease in other payables and Hih BN RIBERESTER
accruals Rk (16,717) (3,663)
Cash (used in)/generated from e () FBRe
operations (292,334) 74,836
Tax paid [RENES TR (259) (1,255)
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CONSOLIDATED STATEMENT OF CASH FLOWS

mEEERER
Year ended 31 December 2017
BEe_ZT—+F+_A=+—HItFE

2017 2016
Notes HK$’000 HK$'000
B 5 FHET FET
Net cash (used in)/generated from &ESES) (PR A
operating activities R & 55 (292,593) 73,581
CASH FLOWS USED IN INVESTING REZBFFARESRE
ACTIVITIES
Bank interest received BUERTTH B 289 135
Purchases of property, BEWE. V)%EZ %1
plant and equipment (220,056) (25,157)
Proceeds from disposal of property, HEME - BEK&
plant and equipment R PTG IR - 1
Disposal of financial assets at HEEBIBRRARE
fair value through profit or loss HIRREY & Al BE 21,596 =
Purchases of financial assets HEERBEREANE
at fair value through profit or loss FIRRM SR & E - (12,703)
Net cash outflow arising on WIENBARELXZ
acquisition of subsidiaries BeRbFE 33 (219,500) =
Net cash outflow arising on EBEHEEZ
business combination Bemt ¥ 34 (99,390) (203,160)
Net cash inflow/(outflow) from HEWBAR2RE
disposal of subsidiaries WA (i) F88 35 696 (94)
Net cash outflow arising on acquisition 4R BE B & X R E A B9
of associates e w5 - (52,538)
Net cash inflow on incorporation on [ERIII AV 11N ==R/NC]
new subsidiary WEMAFEE 1,081 -
Decrease/(increase) in amounts due FEU (FEfT)BBEA L
from/(to) related parties FIBR A () 714 24,068
Decrease/(increase) in advances to B T R RIFRIE
associates w (3G ) 39,498 (10,251)
Net cash flows used in investing & EBFTH
activities HEREFRE (475,072) (279,699)
CASH FLOWS GENERATED FROM/ B & EEFrE  (Fr/A)
(USED IN) FINANCING ACTIVITIES HERE
Proceeds from issue of shares BT TS FRIE 31 298,337 -
Proceeds from exercise of Tﬂi B RS HE 712 200
shares options 13,987 4,147
Proceeds from issue of BITARRE S FTISRIA
convertible bonds 30 198,213 -
Repurchase of shares LIRS (4,550) (5,859)
New bank and other borrowings ST RITREMEE 554,805 83,837
Repayment of bank and BERITREMEE
other borrowings (251,994) (105,643)
Increase in bills payable JE T ARG AN 216,750 6,700
Deposits pledged to bank BT ERIT 2 TR (199,787) (6,700)
Interest paid ERFE (41,634) (6,933)
Net cash flows generated from/(used B & EBNFT1E
in) financing activities (FMA)BEEREFHE 784,127 (30,451)

China Beidahuang Industry Group Holdings Limited
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CONSOLIDATED STATEMENT OF CASH FLOWS
GRERERER

Year ended 31 December 2017
BE_T—+H+_-_A=1+—HItEE

2017 2016
Notes HK$'000 HK$'000
B 5 FExT FAET
NET INCREASE/(DECREASE) IN ReRkBREESEY
CASH AND CASH EQUIVALENTS ®m,/ CGRd) FE 16,462 (236,569)
Cash and cash equivalents FYIMBReLBESEY
at beginning of year 62,539 363,300
Effect of foreign exchange rate HNEE TR R B ) 5 22 5 FR
changes, net (12,818) (64,192)
CASH AND CASH EQUIVALENTS FENBERRASEEY
AT END OF YEAR 66,183 62,539
ANALYSIS OF BALANCES OF CASH BHERBEESEEY
AND CASH EQUIVALENTS EER AT
Cash and cash equivalents as stated REEEHBIRARZENZ
in the consolidated statement of BekBREEEY
financial position 25 66,183 62,539
FRLATREEZESEEEREGRAT
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NOTES TO FINANCIAL STATEMENTS
b e E

31 December 2017

2.1

—+F+=-HA=+—8”

CORPORATE INFORMATION

China Beidahuang Industry Group Holdings Limited is
a limited liability company incorporated in the Cayman
Islands. The registered address of the Company is P.O.
Box 309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands. The address of its principal place of
business is Unit 1101A, 11/F East Ocean Centre, 98
Granville Road, Tsim Sha Tsui, Kowloon, Hong Kong.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note
43 to the financial statements.

BASIS OF PREPARATION

These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") (which include
all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared
under the historical cost convention, except for certain
financial instruments and investment properties are
stated at their fair value. These financial statements
are presented in Hong Kong dollars and all values
are rounded to the nearest thousand except when
otherwise indicated.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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2.1

NOTES TO FINANCIAL STATEMENTS

BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”)
for the year ended 31 December 2017. The
financial statements of the subsidiaries are prepared
for the same reporting period as the Company,
using consistent accounting policies. The results
of subsidiaries are consolidated from the date of
acquisition, being the date on which the Group
obtains control, and continue to be consolidated until
the date that such control ceases. All intra-group
balances, transactions, unrealised gains and losses
resulting from intra-group transactions and dividends
are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is
attributed to the non-controlling interest even if that
results in a deficit balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

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

2.1

B S R R F
31 December 2017
—E—+F+-A=1+—H
B EE (&)
mER%E
REMBERRBBEARREWNE AR
(ZB [ AEFBEHBEE_T—+F+=
A=+—HLEFENBBRER -HBEA
RIS IRER A R REAB AR T AR

WHE—BEABREEH - WBRARMNE
mEWEAES (EHZKEIHX E Iz

B)BEEIIE TEELREIE HEE
EHERIEZRIE-FIBEEBEAREME
ZREHBR X5 EEARRBRGEL
ZARERBEMREANGEERE AL
BYH-

—RfB AR EE B ARESEBR
FEIER M s - AME S B BUB A& R

—ENB AR B ERESELES
il &L AT HE AERERZ S AR
BRIE o

WA S B KA — B A R AT
R RIERIFRERNZMBARNEE
(BEEE) REE  (MERFEERER
WAREE : R(iEm AR Ee R E
ZR REROEWRENRALE ()T
REEMIEE QD E K (i) B R ER
EUtEENBBRSEA - 2BIREME
E WA AR NS E RGOS EFH
SERBRIRBEF (LEA) -
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NOTES TO FINANCIAL STATEMENTS
b e E

31 December 2017
—T—+F+-_HA=+—~H”

2.2  APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")

Amendments to HKFRSs that are mandatory
effective for the current year

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

current year:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12
for Unrealised Losses
Amendments to HKFRS 12

Except as described below, the application of the
amendments to HKFRSs in the current year has had no
material impact on the Group’s financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial

statements.

Amendments to HKAS 7 “Disclosure Initiative”

The Group has applied these amendments for the
first time in the current year. The amendments require
an entity to provide disclosures that enable users of
financial statements to evaluate changes in liabilities
arising from financing activities, including both cash
and non-cash changes. In addition, the amendments
also require disclosures on changes in financial assets
if cash flows from those financial assets were, or
future cash flows will be, included in cash flows from

financing activities.

The Group's liabilities arising from financing activities
consist of bank and other borrowing (note 28) and

amounts due to related parties (notes 38).

China Beidahuang Industry Group Holdings Limited
Annual Report 2017

Recognition of Deferred Tax Assets

As part of the Annual Improvements
to HKFRSs 2014 - 2016 Cycle
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

Amendments to HKAS 7 “Disclosure Initiative”
(continued)

A reconciliation between the opening and closing
balances of these items is provided in note to the
consolidated financial statements. Consistent with
the transition provisions of the amendments, the
Group has not disclosed comparative information for
the prior year. Apart from the additional disclosure
in note to the consolidated financial statements, the
application of these amendments has had no impact
on the Group's consolidated financial statements.

Amendments to HKAS 12 “Recognition of
Deferred Tax Assets for Unrealised Losses”

The Group has applied these amendments for the
first time in the current year. The amendments clarify
how an entity should evaluate whether there will be
sufficient future taxable profits against which it can
utilize a deductible temporary difference.

The application of these amendments has had
no impact on the Group's consolidated financial
statements as the Group already assesses the
sufficiency of future taxable profits in way that is
consistent with these amendments.

Annual Improvement to HKFRSs 2014-2016 Cycle

The Group has applied the amendments to HKFRS 12
included in the Annual Improvements to HKFRSs 2014
— 2016 Cycle for the first time in the current year. The
other amendments included in this package are not
yet mandatorily effective and they have not been early
adopted by the Group.

HKFRS 12 states that an entity need not provide
summarized financial information for interests in
subsidiaries, associates or joint ventures that are
classified (or included in a disposal group that is
classified) as held for sale. The amendments clarify
that this is the only concession from the disclosure
requirements of HKFRS 12 for such interests.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

Annual Improvement to HKFRSs 2014-2016 Cycle
(continued)

The application of these amendments has had
no effect on the Group’s consolidated financial
statements as none of the Group’s interests in these
entities are classified, or included in a disposal group
that is classified, as held for sale.

New and revised HKFRSs in issue but not yet
effective

The Group has not early applied the following new
and revised HKFRSs that have been issued but are not
yet effective:

HKFRS 9 Financial Instruments'

HKFRS 15 Revenue from Contracts with
Customers and
the related Amendments’

HKFRS 16 Leases?

HKFRS 17 Insurance Contracts*

HK(IFRIC) — Int 22 Foreign Currency
Transactions and Advance
Consideration’

HK(IFRIC) = Int 23 Uncertainty over Income Tax

Treatments?
Amendments to Classification and
HKFRS 2 Measurement of
Share-based Payment
Transactions’
Applying HKFRS 9 Financial
Instruments with
HKFRS 4 Insurance
Contracts’
Prepayment Features with
Negative Compensation?

Amendments to
HKFRS 4

Amendments to
HKFRS 9
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG 2.2
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

New and revised HKFRSs in issue but not yet

effective (continued)

Amendments to Sale or Contribution of
HKFRS 10 and Assets between an
HKAS 28 Investor and

its Associate or Joint
Venture®

Amendments to Long-term Interests in

HKAS 28 Associates and Joint
Ventures?

Amendments to As part of the Annual

HKAS 28 Improvements to HKFRSs
2014 - 2016 Cycle!

Amendments to Transfers of Investment
HKAS 40 Property’

Amendments to Annual Improvements to
HKFRSs HKFRSs 2015-2017 Cycle?

L Effective for annual periods beginning on or after 1
January 2018

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

date to be determined
4 Effective for annual periods beginning on or after 1
January 2021

Except for the new and amendments to HKFRSs
and interpretations mentioned below, the Directors
anticipate that the application of all other new and
amendments to HKFRSs and interpretations will have
no material impact on the consolidated financial
statements in the foreseeable future.
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2.2 APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)
HKFRS 9 “Financial Instruments”
HKFRS 9 introduces new requirements for the
classification and measurement of financial assets,
financial liabilities, general hedge accounting and
impairment requirements for financial assets.

Key requirements of HKFRS 9:

o all recognised financial assets that are within
the scope of HKFRS 9 are required to be
subsequently measured at amortised cost or
fair value. Specifically, debt investments that are
held within a business model whose objective
is to collect the contractual cash flows, and
that have contractual cash flows that are solely
payments of principal and interest on the
principal outstanding are generally measured
at amortised cost at the end of subsequent
accounting periods. Debt instruments that are
held within a business model whose objective
is achieved both by collecting contractual cash
flows and selling financial assets, and that have
contractual terms that give rise on specified
dates to cash flows that are solely payments
of principal and interest on the principal
amount outstanding, are generally measured
at fair value through other comprehensive
income (“FVTOCI"). All other financial assets
are measured at their fair value at subsequent
accounting periods. In addition, under HKFRS
9, entities may make an irrevocable election to
present subsequent changes in the fair value
of an equity investment (that is not held for
trading) in other comprehensive income, with
only dividend income generally recognised in
profit or loss.
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

HKFRS 9 “Financial Instruments” (continued)

o With regard to the measurement of financial
liabilities designated as at fair value through
profit or loss, HKFRS 9 requires that the amount
of change in the fair value of the financial
liability that is attributable to changes in the
credit risk of that liability is presented in other
comprehensive income, unless the recognition
of the effects of changes in the liability’s credit
risk in other comprehensive income would
create or enlarge an accounting mismatch in
profit or loss. Changes in fair value of financial
liabilities attributable to changes in the financial
liabilities” credit risk are not subsequently
reclassified to profit or loss. Under HKAS 39,
the entire amount of the change in the fair
value of the financial liability designated as fair
value through profit or loss was presented in
profit or loss.

° in relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model
under HKAS 39. The expected credit loss model
requires an entity to account for expected credit
losses and changes in those expected credit
losses at each reporting date to reflect changes
in credit risk since initial recognition. In other
words, it is no longer necessary for a credit
event to have occurred before credit losses are
recognised.
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2.2  APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")

(continued)
HKFRS 9 “Financial Instruments” (continued)

The new general hedge accounting requirements
retain the three types of hedge accounting. However,
greater flexibility has been introduced to the types of
transactions eligible for hedge accounting, specifically
broadening the types of instruments that qualify for
hedging instruments and the types of risk components
of non-financial items that are eligible for hedge
accounting. In addition, the effectiveness test has
been overhauled and replaced with the principle of
an “economic relationship”. Retrospective assessment
of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an entity’s
risk management activities have also been introduced.

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the
directors of the Company anticipate the following
potential impact on initial application of HKFRS 9:

Classification and measurement

All other financial assets and financial liabilities will
continue to be measured on the same bases as is

currently adopted under HKAS 39.
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

HKFRS 9 “Financial Instruments” (continued)

Impairment

In general, the directors of the Company anticipate
that the application of the expected credit loss
model of HKFRS 9 will result in earlier provision of
credit losses which are not yet incurred in relation to
the Group's financial assets measured at amortised
costs and other items that subject to the impairment
provisions upon application of HKFRS 9 by the Group.

Based on the assessment by the directors of the
Company, if the expected credit loss model were to
be applied by the Group, the accumulated amount
of impairment loss to be recognised by Group as at 1
January 2018 would be slightly increased as compared
to the accumulated amount recognised under HKAS
39 mainly attributable to expected credit losses
provision on trade and other receivables and loan
receivables. Such further impairment recognised under
expected credit loss model would reduce the opening
retained profits at 1 January 2018.

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting
for revenue arising from contracts with customers.
HKFRS 15 will supersede the current revenue
recognition guidance including HKAS 18 “Revenue”,
HKAS 11 “Construction Contracts” and the related
interpretations when it becomes effective.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

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

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach
to revenue recognition:

e Step 1: Identify the contract(s) with a customer

e Step 2: Identify the performance obligations in
the contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the

entity satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been
added in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS
15 in relation to the identification of performance
obligations, principal versus agent considerations, as
well as licensing application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result in
more disclosures, however, they do not anticipate
that the application of HKFRS 15 will have a material
impact on the timing and amounts of revenue
recognised in the respective reporting periods.
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16
will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled
by a customer. Distinctions of operating leases and
finance leases are removed for lessee accounting, and
is replaced by a model where a right-of-use asset and
a corresponding liability have to be recognised for
all leases by lessees, except for short-term leases and
leases of low value assets.

The right-of-use asset is initially measured at cost
and subsequently measured at cost (subject to
certain exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement
of the lease liability. The lease liability is initially
measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease
liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst
others. Upon application of HKFRS 16, lease payments
in relation to lease liability will be allocated into
a principal and an interest portion which will be
presented as financing and operating cash flows
respectively.

In contrast to lessee accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require a
lessor to classify a lease either as an operating lease or
a finance lease.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

HKFRS 16 “Leases” (continued)

As set out in note 37, total operating lease
commitment of the Group in respect of its office and
factory premises as at 31 December 2017 and 2016
was amounting to approximately HK$944,921,000
and HK$66,239,000, respectively. The directors of the
Company do not expect the adoption of HKFRS 16 as
compared with the current accounting policy would
result in a significant impact on the Group's results at
this stage but it is expect certain portion of these lease
commitments will be required to be recognised in the
consolidated statement of financial position as right-
of-use assets and lease liabilities.

In addition, the Group currently considers refundable
rental deposits paid of approximately HK$21,287,000
as rights and obligations under leases to which
HKAS 17 applies. Based on the definition of lease
payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying
assets, accordingly, the carrying amounts of such
deposits may be adjusted to amortised cost and
such adjustments are considered as additional lease
payments. Adjustments to refundable rental deposits
paid would be included in the carrying amount of
right-of-use assets. Adjustments to refundable rental
deposits received would be considered as advance
lease payments.

Furthermore, the application of new requirements may
result in changes in measurement, presentation and
disclosure as indicated above.
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2.2

NOTES TO FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSS")
(continued)

Amendments to HKAS 40 “Transfers of
Investment Property”

The amendments clarify that a transfer to, or from,
investment property necessitates an assessment of
whether a property meets, or has ceased to meet,
the definition of investment property, supported
by observable evidence that a change in use has
occurred. The amendments further clarify that
situations other than the ones listed in HKAS 40
may evidence a change in use, and that a change in
use is possible for properties under construction. For
example, change in use for transfer from properties
under development for sale in the ordinary course of
business to investment properties could be evidenced
by inception of an operating lease to another party.
Currently, the Group accounts for such transfer only
upon commencement of an operating lease.

The directors of the Company anticipate that the
application of these amendments will result in
early recognition of such transfers on the Group's
consolidated financial statements in future periods
should there be a change in use of any of its
properties.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

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

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to
the company, and in respect of which the Group has
not agreed any additional contractual obligation in
respect of those interests that meets the definition
of a financial liability. For each business combination,
the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling
interests’ proportionate share of the subsidiary’s net
identifiable assets.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsidiaries and non-controlling interests
(continued)

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

Associates

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

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

31 December 2017

— =
—=

2.3

+&+=A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

An investment in an associate is accounted for using
the equity method from the date on which the
investee becomes an associate. On acquisition of the
investment in an associate, any excess of the cost of
the investment over the Group's share of the net fair
value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any
excess of the Group's share of the net fair value of
the identifiable assets and liabilities over the cost of
the investment, after re-assessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognize
any impairment loss with respect to the Group's
investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill)
is tested for impairment in accordance with HKAS 36
“Impairment of assets” as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of
the investment subsequently increases.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

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

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

When a group entity transacts with an associate
of the Group, profits and losses resulting from the
transactions with the associate are recognised in the
Group's consolidated financial statements only to the
extent of interests in the associate that are not related
to the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwiill

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

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

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

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and
any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets
acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair
value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on
bargain purchase.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

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

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to
the asset. An impairment loss is charged to the profit
or loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may no
longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has
been a change in the estimates used to determine
the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would
have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised
for the asset in prior years.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

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

(a)

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

(i)

(ii)

(ii)

or

has control or joint control over the
Group;

has significant influence over the Group;
or

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

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

(iii)

(iv)

the entity and the Group are members
of the same group;

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

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

one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;
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NOTES TO FINANCIAL STATEMENTS
g E
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2.3
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties (continued)

(b) (continued)

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

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

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

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

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

Expenditure incurred after items of property, plant
and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the
profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised
in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and
equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

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

Over the shorter of the

lease terms or 33%
10%-25%
Infrastructure 10%

Leasehold improvements,
furniture and fixtures
Motor vehicles

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

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

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

Investment properties

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

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

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

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at
the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year end.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible assets (other than goodwiill)
(continued)

Trademarks

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

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

Contracts

Contracts are stated at cost less any impairment losses
and are amortised on the straight-line basis over 5
years.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Operating leases

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

Investments and other financial assets

Initial recognition and measurement

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

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

China Beidahuang Industry Group Holdings Limited
Annual Report 2017

23 FESHEEHE (H)

REHRE
REEMBREZEAEMD DR KRR F
HEAMB 2B By REEHE &
AEBREHEAR AEERELEHE
EHHEZEERIVEERDEE ALK
EHE TR 2 HENENBMALELR
ERARER - BEAKE RATHEAR
EREHE TRAN cHEREAOHA
B SAE R NIk -

RENRHMMEMEE
VIR K AT 2
ERGHENEIRHEEANN SR E
E-DoBEREBBERBEARENR
(MEBBRREAREIR])NERMEE
AR E RN EMGRIR (MEA) - AEHE
RSP HERAETREERSBETENR-
TREERTIAERRARABRRS
RAGE B BRSNS EIRD
TREERIN

FTEEHREENEREEMNRSH
(AR EEAFREEXLEZEENH
H) R - EREERENMGREXE
Pl—RRENHRAXNEENTRE

EEE-



2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets
(continued)

Financial assets at FVTPL

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

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

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

Loans and receivables

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

Derecognition of financial assets

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

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

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

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to
what extent it has retained the risk and rewards
of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the
asset, the asset is recognised to the extent of the
Group's continuing involvement in the asset. In that
case, the Group also recognises an associated liability.
The transferred asset and the associated liability
are measured on a basis that reflects the rights and
obligations that the Group has retained.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets

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

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the
Group first assesses individually whether objective
evidence of impairment exists for financial assets
that are individually significant, or collectively for
financial assets that are not individually significant.
If the Group determines that no objective evidence
of impairment exists for an individually assessed
financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them
for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a
collective assessment of impairment.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

If there is objective evidence that an impairment loss
has been incurred, the amount of the loss is measured
as the difference between the asset’s carrying amount
and the present value of estimated future cash flows
(excluding future credit losses that have not yet been
incurred). The present value of the estimated future
cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate
computed at initial recognition). If a loan has a variable
interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced through
the use of an allowance account and the loss is
recognised in the profit or loss. Interest income
continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used
to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables
together with any associated allowance are written off
when there is no realistic prospect of future recovery
and all collateral has been realised or has been

transferred to the Group.

If, in a subsequent period, the amount of the
estimated impairment loss increases or decreases
because of an event occurring after the impairment
was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance
account. If a write-off is later recovered, the recovery is

credited to other expenses in the profit or loss.

Financial liabilities and equity instruments
Initial recognition and measurement

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

liabilities at initial recognition.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities and equity instruments
(continued)

Initial recognition and measurement (continued)

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

costs.

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

Subsequent measurement

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

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

Equity and compound instruments

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument.

An entity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued
by a group entity are recognized at the proceeds
received, net of direct issue costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities and equity instruments
(continued)

Equity and compound instruments (continued)

The component parts of compound instruments
(convertible bonds) issued by the Company are
classified separately as financial liabilities and equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument. Conversion option that
will be settled by the exchange of a fixed amount of
cash or another financial asset for a fixed number of
the Company’s own equity instruments is an equity
instrument.

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

The conversion upon classified as equity is determined
by deducting the amount of the liability component
from the fair value of the compound instrument as
a whole. This is recognized and included in equity,
net of income tax effects, and is not subsequently
remeasured. In addition, the conversion option
classified as equity will remain in equity until the
conversion option is exercised, in which case, the
balance recognized in equity will be transferred
to share premium. When the conversion option
remains unexercised at the maturity date of the
convertible bond, the balance recognized in equity
will be transferred to retained profits. No gain or loss
is recognized in profit or loss upon conversion or
expiration of the conversion option.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities and equity instruments
(continued)

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

Derecognition of financial liabilities

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

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

Offsetting of financial instruments

Financial assets and financial liabilities are offset
and the net amount is reported in the statement of
financial position if there is a currently enforceable
legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.
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2.3
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value of financial instruments

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

Inventories

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

Cash and cash equivalents

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

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,
which are not restricted as to use.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Provisions

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

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

Income tax

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

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

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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

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

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the
temporary differences can be controlled and it
is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, the carryforward
of unused tax credits and unused tax losses can be
utilised, except:

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

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable
future and taxable profit will be available
against which the temporary differences can be
utilised.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that
it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled,
based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

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

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant
will be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to
compensate, are expensed. Where the grant relates to
an asset, the fair value is credited to a deferred income
account and is released to the consolidated statement
of profit or loss and other comprehensive income over
the expected useful life of the relevant asset by equal
annual instalments.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2017
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Revenue recognition
Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue and cost, if applicable, can be measured
reliably, on the following bases:

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

(b)  interest income, on an accrual basis using the
effective interest method by applying the rate
that exactly discounts the estimated future cash
receipts over the expected life of the financial
instrument to the net carrying amount of the
financial asset;

(0 rental income under operating leases is
recognised on a straight-line basis over the term
of the relevant lease; and

(d) Contract revenue is recognised when the
outcome of a construction contract can be
estimated reliably. Revenue from a fixed price
contract is recognised using the percentage of
completion method, measured by reference to
the percentage of contract costs incurred to
date to estimated total contract costs for the
contract.

When the outcome of a construction contract
cannot be estimated reliably, revenue is
recognised only to the extent of contract costs
incurred that it is probable will be recoverable.

(e) other income not stated above is recognised
whenever received or receivable.
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments

The Company operates share option schemes for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success of
the operations of the Group. Employees (including
directors) of the Group receive remuneration in the
form of share-based payments, whereby employees
render services as consideration for equity instruments
("equity-settled transactions”).

The fair value is determined by an external valuer
using a binomial model, further details of which are
given in note 41 to the financial statements.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity,
over the period in which the performance and/or
service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or
credit to the profit or loss for a period represents the
movement in the cumulative expense recognised as at
the beginning and end of that period.

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-
vesting condition, which are treated as vesting
irrespective of whether or not the market or non-
vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original
terms of the award are met. In addition, an expense
is recognised for any modification that increases the
total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at
the date of modification.
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2.3
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

Where an equity-settled award is cancelled,
treated as if it had vested on the date of cancellation,
and any expense not yet recognised for the award
is recognised immediately. This includes any award
where non-vesting conditions within the control
of either the Group or the employee are not met.

it is

However, if a new award is substituted for the
cancelled award, and is designated as a replacement
award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification
of the original award, as described in the previous

paragraph.

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

Other employee benefits

Pension schemes

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

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

China Beidahuang Industry Group Holdings Limited
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Borrowing costs

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

Foreign currencies

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

Foreign currencies (continued)

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

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

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

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

China Beidahuang Industry Group Holdings Limited
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2.3

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Construction contracts

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

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

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

as applicable.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in
the future.
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3.

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are
described below.

Impairment of goodwill

The Group determines whether goodwill is impaired
at least on an annual basis. This requires an estimation
of the value in use of the cash-generating units
to which the goodwill is allocated. Estimating the
value in use requires the Group to make an estimate
of the expected future cash flows from the cash-
generating units and also to choose a suitable
discount rate in order to calculate the present value
of those cash flows. The carrying amount of goodwill
at 31 December 2017 was HK$95,319,000 (2016:
HK$90,098,000) was arising from acquisition of
a subsidiary during the year. Further details are
presented in note 18.

Impairment of property, plant and equipment

The Group assesses at the end of each reporting
period whether there is an indication that property,
plant and equipment may be impaired. If any such
indication exists, the Group makes an estimate
of the recoverable amount of property, plant and
equipment. The recoverable amount of the property,
plant and equipment is the greater of the fair value
less costs of disposal and value in use. Estimating
the value in use requires the Group to make an
estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable
discount rate in order to calculate the present value
of those cash flows. No impairment of property,
plant and equipment (2016: Nil) was recognised
in the consolidated statement of profit or loss and
other comprehensive income during the year. The
carrying amount of property, plant and equipment as
at 31 December 2017 was HK$325,856,000 (2016:
HK$84,801,000). Further details are presented in note
13.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Useful lives of property, plant and equipment

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

Useful lives of other intangible assets

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

Equity-settled share option expense

The Company operates share option schemes under
which employees (including directors) of the Group
receive remuneration in the form of share-based
payment transactions. The cost of these equity-
settled transactions with employees is measured by
reference to the fair value at the date at which they
are granted, using assumptions including expected
volatility, dividend yield and the risk-free interest rate.
Such cost is recognised, together with a corresponding
increase in equity, over the period in which the service
conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest.
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3.

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Provision for inventories

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

Provision for other receivables

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

Fair value of financial instruments

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

Control over subsidiaries

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

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Construction contracts

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

Deferred taxation on investment properties

For the purposes of measuring deferred tax
liabilities arising from investment properties that are
measured using the fair value model, the directors
of the Company have determined that all of the
Group's investment properties as at 31 December
2017 amounting to HK$412,633,000 (2016:
HK$97,448,000) situated in the PRC are held under
a business model whose objective is to consume
substantially all of the economic benefits embodied
in the investment properties over time, rather than
through sale. The presumption that the carrying
amounts of certain of the Group’s investment
properties situated in the PRC are recovered entirely
through sale has been rebutted and the deferred
tax on the changes in fair value of these investment
properties is recognised according to the relevant tax
rules.

B S R R F
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

s

3.

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Impairment of property, plant and equipment
The Group assesses whether there are any indicators
of impairment for an asset at the end of each
reporting period. The asset is tested for impairment
when there are indicators that the carrying amounts
may not be recoverable. When value in use
calculations are undertaken, an estimation of the
value in use of the cash-generating units to which
the asset is allocated will be required. Estimating the
value in use requires the Group to make an estimate
of the expected future cash flows from the cash-
generating units and also to choose a suitable discount
rate in order to calculate the present value of those
cash flows. A change in the estimated future cash
flows and/or the discount rate applied will result in
an adjustment to the estimated impairment provision
previously made.

Investment properties

Investment properties are properties held to earn
rentals and/or for capital appreciation (including
property under construction for such purposes).

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

Construction costs incurred for investment properties
under construction are capitalized as part of the
carrying amount of the investment properties under
construction.

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

OPERATING SEGMENT INFORMATION

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

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

(b)  the trading of food products segment is
engaged in wholesaling and retailing of staple
food, cooking oil, alcohol and beverage, frozen
and fresh food, commodity hog;

(0 the construction segment is engaged in the
construction for municipal public project;

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

(e) the money lending segment is engaged in the
provision of money lending services; and

(f) the mineral products segment is engaged in the
flotation selection of non-ferrous metals mines
and sales of mineral products.

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

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

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

BB SRR Y R

31 December 2017
—E—+F+-A=1+—H

4. OPERATING SEGMENT INFORMATION (continued) 4,

e HER (&)

Trading
Wine and of food Money Mineral
liquor products  Construction Rental lending products  Unallocated Total
BE EHRR ER HE & BE FAR b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEx TER THEx TER THEx TET THx TET
Year ended 31 December 2017 ~ BZE-F—+&
TZAST-BLEEE
Segment revenue: AEBA:
Sales to external customers HETHREP 33,414 504,802 230,523 162,298 48,931 134,667 - 1,114,635
Other revenue Hinlz 8,531 735 2,614 47,941 3,007 - - 62,828
41,945 505,537 233,137 210,239 51,938 134,667 - 1,177,463
Segment results PEER 11,852 14,064 4,988 87,008 51,938 12,014 - 181,864
Reconciliation: %
Interest income FISHA 289
Unallocated other operating income & A EE &M A 136,584
Corporate and other unallocated PEREBRARAZ
expenses (161,908)
Finance costs BEMA (44,706)
Gain on disposal of subsidiaries HERBARZKE
(note 35) (Hi#E35) 11,059
Profit before tax BREATER 123,182
Taxation BE (12,904)
Profit for the Year FEERN 110,278
Segment assets FEEE 128,114 332,933 114,923 564,731 572,786 189,895 - 1,903,382
Reconciliation: Bk
Elimination of intersegment 2 BRERTIE
receivables (112,521)
Corporate and other unallocated PERERAPRAE
assets 861,946
Total assets EELE 2,652,807
Segment liabilities AEEE 17,855 290,932 91,211 168,116 282,619 76,413 - 927,146
Reconciliation: -
Elimination of intersegment payables i # 7 4 /& 508 (112,521)
Corporate and other unallocated PEREBRARER
liabilities 318,246
Total liabilities BREEE 1,132,871
Other segment information Hitp AN
Share of loss of associates AEBELNAER - - - - - - (3,616) (3,616)
Gain on disposal of subsidiaries HERBAR M - - - - - - 11,059 11,059
Depreciation and amortisation FTEREH (629) (40) (868) (18,232) (8) (9,042) (3,183) (32,002)
Interests in associates N VNG R4 - - - - - - 300,734 300,734
Capital expenditure* BARY = 4,532 = 283,049 1,308 134,866 154,973 578,728
Unrealised fair value loss BRERELABIIEL
on financial assets at fair value SREEZAER
through profit or loss AREEE - - - - - - (11,791) (11,791)
Fair value gain on investment REMEZRABYRE
properties - - - 43316 - - - 43,316
* Capital expenditure consists of additions of property, * BARZBREAEDE BELER

plant and equipment, investment properties and
acquisition of subsidiaries.

China Beidahuang Industry Group Holdings Limited

Annual Report 2017

B REMEREEHEAR-



4,

NOTES TO FINANCIAL STATEMENTS

OPERATING SEGMENT INFORMATION (continued)

Bt 755 R AR B

31 December 2017
“E—tFT-A=t+—R

4. RKEZTEER (A)

Trading
Wine and of food Money
liquor products Construction Rental lending Unallocated Total
BR EERM B BE HE FARE @t
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Thr FhET TET T T T
Year ended 31 December 2016 BZ=F—AF
TZA=+-RLLFE
Segment revenue: kT O
Sales to external customers BETIREP 42,658 296,290 231,967 59,125 24,803 - 654,843
Other revenue -0 ON 999 1915 - 21,778 333 - 25,025
43,657 298,205 231,967 80,903 25,136 - 679,868
Segment results PEEE 1,698 4328 5,721 48,531 24,621 - 84,899
Reconciliation: Bk
Interest income GV UN 135
Unallocated other operating RABEMEERA
income 26,199
Corporate and other unallocated ¥ REMARAEHZ
expenses (99,473)
Finance costs BEMAK (6,933)
Loss on disposal of subsidiaries ~ HEMBA R 2 E R
(note 35) (BE35) (1,603)
Profit before tax BB AER 3224
Income tax credit FEhES 5,353
Profit for the year EREN 8,577
Segment assets PEEE 98,221 47,424 220,165 318,427 107,055 - 791,292
Reconciliation: Bk
Elimination of intersegment WA BHEKTE
receivables (16,736)
Corporate and other unallocated ~ PEREMANEEE
assets 601,879
Total assets REAE 1,376,435
Segment liabilities 2RER 36955 7,663 107,846 93,786 28,957 - 275,207
Reconcilation: Bk
Elimination of intersegment iED ERENTIE
payables (16,736)
Corporate and other unallocated ~ AEREMKHEAE
liabilities 138,407
Total liabilities RELEE 396,878
Other segment information HbABER
Share of profit of associates AEBE AR ER - - - - - 1,380 1,380
Loss on disposal of subsidiaries ~ HEMRBAFEE - - - - - (1,603) (1,603)
Reversal of provision for inventories %EI7 £ & - - - - - 998 998
Depreciation and amortisation NEREH (1,136) 3) (1,017) (7,416) (1) (1,622) (11,195)
Interests in associates REERFz s - - - - - 322,684 322,684
Capital expenditure BAEL (128) (3.127) (59,016) (71,528) (13) (95,418) (229,230)
Unrealised fair value loss on BRERRAAEIEN
financial assets at fair value SREELAZR
through profit o loss MEFR - - - - - (20978) (20978)
Fair value gain on investment REMFZ R AEYRE
properties - - - 15,470 - - 15,470
* Capital expenditure consists of additions to property, * BEARLBENEVE BEAR

plant and equipment, investment property and

acquisition of subsidiaries.
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—F—

4,

+&+=A=+—H

OPERATING SEGMENT INFORMATION (continued)
Geographical information

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

Information about a major customer

During the Year, there was one (2016: one)
external customer accounted for more than 10%
of the Group's total revenue. Revenue from this
customer amounted to HK$114,102,000 (2016:
HK$106,613,000) which related to construction
segment.

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

China Beidahuang Industry Group Holdings Limited
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

REVENUE, OTHER INCOME, GAINS OR LOSSES 5.

(continued)

An analysis of revenue, other income, gains or losses is

WA~ Bl A - s R

(%)

WA~ H A A - Y g sk B 1R 9 5 4 4

as follows: T
2017 2016
HK$'000 HK$'000
FET FHET
Revenue 'ON
Construction income EHRBA 230,523 231,967
Sale of goods HEEY 672,883 338,948
Rental income HEa WA 162,298 59,125
Interest income M EWA 48,931 24,803
1,114,635 654,843
Other income, gains or (losses) H A~ ek (BE)
Compensation income HEWA 8,922 7,029
Exchange (loss)/gain BN (E1E) s (585) 1,068
Interest income F 2 WA 289 135
Lapse of share options B AR RE R 3K - 22,240
Reversal of provision for inventories BReFERE - 998
Government grant (note) BB (BIRE) 136,913 -
Fair value gain on investment BEME 2 AR EKER
properties 43,316 15,470
Realised fair value gain FBRBRRASLETERD
on financial assets at fair value ERMEECLEEE
through profit or loss NAERE 1,495 -
Gain on bargain purchase Wig—RHNE ARz
on acquisition of a subsidiary =EBERE 4,112 -
Others Hith 5,239 4,419
199,701 51,359

Note: PRC Government grant mainly represents various
form of subsidies granted to the Group by
the Lianyungang City Ganyu District People’s
Government in the PRC. These grants are generally
made for business support and awarded to
enterprises on a discretionary basis. The Group
received these government grants in respect of the
Group’s commitment towards the development.

fist: PEBRAHBEIERPREEEME
MRARBAE FTASENSER
B e ZE B —MAREBH I RE
BRTLE AEBERAEHEREL
Z BB MERZERFE -

PELAREXEEZRERAD A
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—+F+=-HA=+—8”
PROFIT BEFORE TAX

The Group's profit before tax is arrived at after

6. PBRBLATEF

AEBOBRBRDE N LM, (GEA) T

charging/(crediting): G|RIEZEEEYE:
2017 2016
HK$’000 HK$'000
—E—tF —ZT—XF
Cost of inventories recognised as an MR AR X NFEERA
expenses 644,219 301,596
Depreciation of property, plant and ME BEMREITE
equipment 20,945 9,213
Amortisation of other intangible assets E fib 4 /i & = # 44 11,057 1,982
Minimum lease payments under THREFEEHEETH
operating leases in respect of RIEE SR
land and buildings 103,830 6,120
Auditors’ remuneration ZE RN &
— Audit services —ZB R 1,000 850
— Non-audit services — IR EBR TS 240 100
Employee benefit expense BERMAX (BREESEHE) -
(including directors’ emoluments):
Wages and salaries T& K 23,081 17,817
Share-based payments AR 9 2 A~ ;I8 42,567 27,851
Pension scheme contributions RIKE B 1,610 1,462
Other expenses/(income): Hifx, (WA) :
Foreign exchange differences, net HINEE 7= BB FE 585 (1,064)
Reversal of provision for inventories BOoFEEE - (998)
Loss on disposal of property, HEME - BERZEEE
plant and equipment 304 65
(Gain)/loss on disposal of subsidiaries HEKMB AR Z (W) & (11,059) 1,603
Interest income ﬂ SHA (289) (135)
Unrealised fair value loss FEiRiB ?E’D\/ME@JEEEI’J
on financial assets at fair value TREEZRE
through profit or loss NAEEBE 11,791 20,978
Unrealised fair value gain KEWMEZ RER A AR
on investment properties (43,316) (15,470)
Rental receivable from investment REREMEL
properties less direct outgoings EWHESREERY (5,077) (2,097)

China Beidahuang Industry Group Holdings Limited
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

FINANCE COSTS 7. ®ERZ
2017 2016
HK$'000 HK$'000
THET FAT
Interest on bank and RITREMEERNE
other borrowings
— wholly repayable within five years —BRAFANEER 30,291 6,933
Effective interest expenses on MR ES CERFERE
convertible bond 14,415 -
44,706 6,933
DIRECTORS’ REMUNERATION 8. EEI
Details of the director’s remuneration of the Company FARARNANREENEMNEFS BE S
for the year, disclosed pursuant to Listing Rules and HE BB ANTHEDIEISIEIE T :
Section 383 of the Hong Kong Companies Ordinance
are as follows:
2017 2016
HK$°000 HK$'000
THET FAET
Fees e 4,071 5,070
Other emoluments: He -
Salaries, allowances and e RALREDH S
benefits in kind 3,600 360
Equity-settled share option expense IRt E AR R 2 927 5,787
Pension scheme contributions RIReFTEIHR 18 18
4,545 6,165
8,616 11,235

FELEAREXESEEZERERAT | 153
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NOTES TO FINANCIAL STATEMENTS

BB SRR Y R

31 December 2017

—ZE T A=SRglE

8. DIRECTORS’ REMUNERATION (continued) 8. BEHM(E)
Salaries,
allowances  Equity-settled Pension
and benefits  share option scheme Total
Fees inkind expense (Note) contributions  remuneration
RELH
FeoRMR  BRERX Eihe
1t BEWE (Bat) HEEE Egu b
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
fopsd FER FER FET TEr FEr
2017 “E-tf
Executive directors HTES
Mr. JJANG Jianjun (Chairman) IRERE (XR) - 3,600 47 18 3,665
Mr. KE Xionghan Mg E 330 - 311 - 641
Mr. Huang Wuguang HERAEE (iv) 33 - - - 33
Mr. JIANG Jiancheng TEREE (iil) 3,150 = 118 - 3,268
Mr. Huangfu Mingsheng SHRERE (i) 75 - - - 75
Mr. Zeng Fanxiong SREEE (i 33 - - - 33
3,621 3,600 476 18 7,115
Non-executive directors FHTES
Ms. HO Wing Yan B/ e (vi) 100 - 35 - 135
Ms. ZHANG Vujie NEAZE (v) 100 - | - M1
200 - 346 - 546
Independent BukanE:
non-executive directors
Dr. Loke Yu EEEmEL (v) 150 - 35 - 185
Mr. Li Xiaofeng REgLE (vi) 50 = 35 = 85
Mr. Ho Man Fai X BEE (vil) 50 - 35 - 85
250 - 105 - 355
4,071 3,600 927 18 8,616
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+=-A=+—H

8. DIRECTORS’ REMUNERATION (continued) 8. BEEHM(E)
Salaries,
allowances  Equity-settled Pension
and benefits share option scheme Total
Fees inkind  expense (Note) ~ contributions ~ remuneration
RiEsEE
Fe 2Bk BRERX Bihe
ne EYHE (BizE) B FMEE
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
lopsd TAx TAR TAER FEr FEr
2016 “E-RE
Executive directors: RTES:
Mr. Jiang Jianjun IRELE 2,790 360 738 18 3,906
Mr. Jiang Jiancheng IRREE 1,200 - 3,886 - 5,086
Mr. Ke Xionghan TEBEE 180 - 323 = 503
Mr. Li Jianging FRELE (vii) 500 - - - 500
4,670 360 4,947 18 9,995
Non-executive directors: FHTES:
Ms. Ho Wing Yan B/ e (vi) 100 - 121 - 21
Ms. Zhang Yujie NEAZL (v) 100 = 323 = 423
4,870 360 5,391 18 10,639
Independent BukanE:
Non executive directors
Dr. Loke Yu EEEmEL 100 - 121 - 21
Mr. Li Xiaofeng Rt 50 - 121 - 171
Mr. Ho Man Fai A EL A 50 - 153 = 203
200 - 395 - 595
5,070 360 5,786 18 11,234
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2017 &3}



156

NOTES TO FINANCIAL STATEMENTS
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31 December 2017
—+F+=-A=+—~”
8. DIRECTORS’ REMUNERATION (continued)

Note:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

These represent the estimated fair value of
share options granted to the directors under the
Company's share option scheme adopted on 23 May
2007. The value of these share options is measured
according to the Group's accounting policies for
share-based payment transactions as set out in note
2.4. The details of these benefits in kind, including
the principal terms and number of options granted,
are disclosed under the paragraph share option
schemes in the report of the directors and note 32.

Appointed on 3 April 2017 and resigned on 1
September 2017.

Appointed on 1 September 2017.

Resigned on 10 November 2017.

Appointed on 10 November 2017.

Appointed on 7 September 2015 and vacated from
23 March 2018.

Appointed on 11 April 2015.

Retired on 24 June 2016.

There was no arrangement under which a director
waived or agreed to waive any remuneration during

the year.

China Beidahuang Industry Group Holdings Limited
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9.

NOTES TO FINANCIAL STATEMENTS

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year
include 2 (2016: three) directors, details of whose
remuneration are set out in note 8 above. Details
of the remuneration for the year of the remaining 3
(2016: two), highest paid employees who are not a
director of the Company, are as follows:

B 7% 3R 2% Bt E
31 December 2017
—E—+tF+=-A=+—H
hEESFHES
FRN IEGReFEEREME (ZE
—RNEZR)ES HFEMFEEHT
REXHFS HRAFEAN HEA=H
(ZE—RF:-MB)EaHEE (ML
RRBIES) Z2HMFBOT :

2017 2016
HK$'000 HK$'000
FExT FHEIT

Salaries, allowances and e RZMEREYTR
benefits in kind 1,814 2,267
Equity-settled share option expense RELEEBRERS 226 121
Pension scheme contributions BRIREETEIHER 24 30
2,064 2,418

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

MENTF Ty BEzSHIEEEEES
ZEMT:

2017 2016

Nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
Over HK$2,000,000

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

£ %1,000,000/%5 7T
1,000,001 7L £ 1,500,000/ 7T = 1
1,500,001 7T £2,000,000/% 7T - -
2,000,000/ 7T A &

AEEARNEFE ETRSFHIFE
FZREEMBREMAEEEL 2 R T
XA - HE — PR IS RN B B HR R MY
H32 R EEHANERARE R
EHWARRERNBRE EQnE
RELBMET fFARFEREMBREK
MEBRA LIS FHIFFEFEENS
BEEEN-
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—E—+F+-A=1+—H

10. TAXATION 10. MIA
Under the prevailing tax law in the PRC, the Enterprise BERRRTRE AT LB AT
Income Tax rate of the Company and the subsidiaries B EFTERER A25% o
is 25%.
Hong Kong profits tax has been provided at the rate EBNEBBIRE NG ERBEAND
of 16.5% (2016: 16.5%) on the estimated assessable 16.5% ( —ZE—7~F 1 16.5% ) Y Fi K=t
profit for the year. R
2017 2016
HK$°000 HK$'000
THET FET
Current tax BVEARR I8 8,610 2,975
Deferred tax LT IE 4,294 (8,328)
Total tax expenses/(credit) for the year ANFEERIBRL (K% )BEE 12,904 (5,353)
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10.

11.

NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

TAXATION (continued) 10. #1E (8)
A reconciliation of the tax expenses/(credit) applicable HEEE (AATIEREWE AT
to loss before tax at the statutory rate for Hong ) ETE R R EAR R AEEATIR
Kong in which the Company and its subsidiaries are B () BIREREBRAENTEIE
domiciled to the tax credit at the effective tax rate, e HR  URERHER (BVEERXR)
and a reconciliation of the applicable rate (i.e., the EEREREENT
statutory tax rate) to the effective tax rate, are as
follows:
2017 2016
HK$’000 HK$'000
FERT FET
Profit before tax B A5 34t A 123,182 3,224
Tax at the statutory tax rate BEAEMEFTENTIE 20,325 532
Effect of different tax rates of MEARTRARENTE
subsidiaries 16,445 6,375
Income not taxable for tax HARBA (24,062) (9,008)
Tax effect of unrecognised temporary REREL R ERE 2B L
difference 1,201 487
Utilization of tax losses previously not B LB AR HER 2 B E 12
recognised (4,914) (6,488)
Expenses not deductible for tax A 2,804 3,023
Tax losses not recognised RERHIEEE 201 71
Loss/(profit) attributable i N R EMEE CRF)
to associates 9204 (345)
Tax expenses/(credit) at the Group's BRASEBERBEFED
effective rate REMRAY (KR) 12,904 (5,353)

The share of tax expenses attributable to an associate
amounting to HK$904,000 (2016: tax credit of
HK$345,000) is included in “Share of (loss)/profit of
associates”
loss and other comprehensive income.

in the consolidated statement of profit or

DIVIDENDS

The Directors do not recommend the payment of any
dividend for the year ended 31 December 2017 (2016:
Nil).

11.

o h B & N 7 (S I8 M X A904,000
BT (ZF—NF  HIEK %345,0007%8
T ERTAGLE B R EMm2E AR
=2 [ piEmena (EE), w518
—Fo

iR 2

EETREMBE_T— ti-l- A
St ALEFERMEMEE(ZF
—NEF ) o
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

— e FEEs
12.  EARNINGS PER SHARE 12. BREF
The calculation of the basic and diluted earnings per KANRIERE ANEBEZERERARESA
share attributable to owners of the Company is based TR 5 & stE

in the following data:

Earnings B R
2017 2016
HK$'000 HK$'000
FHET FHET
Earnings for the purpose of basic and AR E G EAR R #E R F 6
diluted earnings per share A 115,024 7,217
Number of Shares KRB
2017 2016
‘000 ‘000
TR T A%
Weighted average number of AR ESRERZF
ordinary shares for the purpose of LB AR N 19 B
basic earnings per share 5,220,129 4,666,986
Effect of share options BREsTE 1,085 6,665
Weighted average number of ARG ESRE SR
ordinary shares for diluted TR e
earnings per share 5,221,214 4,673,651
For the year ended 31 December 2017, the effect of HE —_E—4+F+_A=+—HI=E
the Company’s convertible bonds was anti-dilutive =R $/ IR e %ﬂ&}%ﬁféxﬁr‘
and therefore did not include in the calculation of the WA s A GRS BN A E

diluted earnings per share.

160 China Beidahuang Industry Group Holdings Limited
Annual Report 2017



NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017

—E—+F+-A=1+—H

13.  PROPERTY, PLANT AND EQUIPMENT 13. X -BERRE
Leasehold Motor Construction
improvement Vehicle in progress Infrastructure Total
HE
NEZB RE HEIR BB R @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TAT TER TERL
Cost A
Asat 1 January 2016 RZ%-~%-F-A 47,070 2,921 22,680 - 72,671
Additions HE 25,157 - - - 25,157
Disposals e (112) (147) - = (259)
Business combination EBAN (Mi34)

(note 34) 6,565 298 - - 6,863
Disposal of subsidiaries ERE AR (F535)

(note 35) (314) - - - (314)
Transfer from constructionin -~ EERTREHZRER

progress to infrastructure - - (22,680) 22,680 -
Exchange realignment E5HE (815) (68) - (1,463) (2,346)
As at 31 December 2016and  R=F—~E+-A=+—HRK

1 January 2017 —Z-t£-f-H 77,551 3,004 - 21,217 101,772
Additions HE 30,805 837 188,414 - 220,056
Disposals e (331) - - - (331)
Business combination EBAN (M34)

(note 34) 15,769 980 - 15,640 32,389
Disposal of subsidiaries HERE AR (F535)

(note 35) (781) (534) - - (1,315)
Exchange realignment ERRE 1,060 101 6,830 2,163 10,154
As at 31 December 2017 R-E-+tF+-A=1+-A 124,073 4388 195,244 39,020 362,725
Accumulated depreciation  RiHTEREE

and impairment
As at 1 January 2016 RZE-7~5-F-H 4,570 1,340 - - 5910
Depreciation for the year ERfE 7,672 40 - 1,111 9213
Disposals hE (59) (134) - - (193)
Business combination £BAH (Hi3d)

(note 34) 2,494 10 - - 2,504
Disposal of subsidiaries HMERBAR (Mi35)

(note 35) (58) - - - (58)
Exchange realignment ERHRE (308) (47 - (50) (405)
As at 31 December 2016 and  RZF—RETZA=+-AR

1 January 2017 “Z-t%-f-H 14,311 1,599 - 1,061 16,971
Depreciation for the year ENiTE 17,640 600 - 2,705 20,945
Disposals e (27) - - - (1)
Disposal of subsidiaries HERBAR (F35)

(note 35) (752) (510) - - (1,262)
Exchange realignment EHAE 3 26 - 178 W2
As at 31 December 2017 RZE-t&+-A=1+-H 31,210 1,715 - 3,944 36,869
Carrying amount REE
As at 31 December 2017 RZE-tE+-A=1+-H 92,863 2,673 195,244 35,076 325,856
Asat31December 2016 RZE-RETZA=+-H 63,240 1405 - 20,156 84,801
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—fee FleSaE|
14.  INVESTMENT PROPERTIES 14. BEYZE
HK$'000
FHET

At fair value BARE 88,370
Valuation gain on arising from AABEEHEANHERS

changes in fair value 15,470
Exchange realignment PE o % (6,392)
At 31 December 2016 and 1 January 2017 RZE-—RFEF+A=+—HBK

—T—+F—-HA—H 97,448

Business combination (note 33) XA (B95E33) 252,128
Valuation gain on arising from AABEEHEANHERS

changes in fair value 43,316
Exchange realignment b 5 3 & 19,741
At 31 December 2017 R-F—tH+-H=+—H 412,633
Unrealised net gain in fair value of investment & EMEZ AABRERKZ FHE

properties, included in profit or loss (Rt AE&=) 43,316
(a)  Fair value measurement of the Group's (a) ZTEEREWEZAAEBE

investment properties

The fair value of the Group’s investment
properties as at 31 December 2017 and 2016
has been arrived at the basis of a valuation
carried out by RYITTE ST HFEHEGLE
BR2AF], independent qualified professional
valuers not connected to the Group. which
has appropriate qualifications and recent
experiences in the valuation of similar
properties in the relevant locations.

The fair value was determined based on
income capitalisation approach, which involves
estimating the rental incomes of the property
and capitalizing them all on appropriate rate to
produce a capital value respectively.
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NOTES TO FINANCIAL STATEMENTS

14. INVESTMENT PROPERTIES (continued)

(a)

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

14. REWE (&)

Fair value measurement of the Group’s @) FAEEREYEZAALEIE
investment properties (continued) (&)
There has been no change to the valuation FR-IHEARIEEES) o
technique during the year.
In estimating the fair value of the properties, RIEETERM AL ER - MEN
highest and best use of the properties is their SFANZERSABRIASR-
current use.
Details of the Group’s investment properties REEHR NEFBIREME
and information about the fair value hierarchy HENREEARBER ER
as at the end of the reporting period are as mr:
follow:
2017
Level 1 Level 2 Level 3
B—& EF=R E=H
HK$'000 HK$"000 HK$°000
TERT TET TERT
Investment properties REME - - 412,633
2016
Level 1 Level 2 Level 3
] BER E=
HK$'000 HK$'000 HK$'000
FET FET FET
Investment properties KREME - - 97,448
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—Ft5+-A=+-8
14. INVESTMENT PROPERTIES (continued) 14.
(a) Fair value measurement of the Group’s
investment properties (continued)

REWE (&)
() AEEREVMEZAAEFNE

(%)

Fair value Valuation techniques Significant unobservable inputs ~ Range
M BRI EXTTERYE &8
2017 2016
HK$'000 HK$'000
TERT TER
Investment properties 412,633 97,448 Income capitalisation approach Capitalisation rate, taking into Aslight increase in the
located in the PRC account the capitalisation of rental  capitalisation rate
income potential nature used would result in a
of the property, and prevailing significant decrease in fair
market condition value and vice versa.
of 6%
IR R EMRENE WABR{E BHRERCELRSMA WEL MAERMERE LS

There were no transfer between Level 1 and 2
during the year.

(b) The analysis of the carrying amount of
investment properties is as follow:
All the investment properties is situated in the
PRC under medium lease term to long-term
lease arrangement.

(c) Pledge of investment properties
Investment properties with a carrying amount
in aggregate of HK$301,331,000 (2016: Nil)
are pledged to several banks for Group's
borrowings, details of which set out in note 28.
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14.

15.

NOTES TO FINANCIAL STATEMENTS

INVESTMENT PROPERTY (continued)

(d)

Investment properties leased out under
operating leases

All of the Group’s property interests held under
operating leases to earn rentals are measured
using the fair value model and classified
accounted for investment properties.

The Group leases out its investment properties
which is agricultural exchange markets to
various tenants. The leases typically run for an
initial period of 1 year to 5 years, at the end
of which period all terms are renegotiated.
None of the leases includes contingent rentals.
The rental income from investment properties
less direct outgoings of approximately
HK$162,298,000 (2016: approximately
HK$59,125,000.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

B S R R F
31 December 2017
—+E+=-A=+—~1
BREWE (&)
(d RERLAESHHEZBREDE

AEBRELEZHERAURN
MEzBYERERIIERAQR
BEEAFE AFFAREYE-

AEERZZAFPHAEKREY
¥ HMEERRS MG HAO—K
MEEP—FE2RF HREE
EERE AT A 1G5k - LB T A5
SR - RKEREYE.HE
WAREE R #162,298,000
I (ZF—75%F ¢ 4959,125,000
BIT) °

ERESZRANEIRNEMEE

Financial assets at FVTPL as at 31 December 2017 R-ZE—+F+_A=+—H FBE
comprise: HEANBIENEREERRE:
2017 2016
HK$’000 HK$'000
THET FET
Listed equity investments, at fair value: AR E LR ARE:
—in PRC — R 35,756 57,408
Unlisted equity investments, FELMRAZRE RER
designated as at fair value WREEERABEBIER
through profit and loss upon RANESR
initial recognition
—in PRC —RH - 6,589
35,756 63,997

Fair value of listed equity investments are determined

with reference to quoted market bid prices.

FHRAREZ ARETIRETISHHRE

BE-
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NOTES TO FINANCIAL STATEMENTS

B 7 3R R MY EE
31 December 2017
—tF+ZA=+—H
16. LOAN RECEIVABLES 16. FEWRER
An aged analysis of the loan receivables as at the end REmEHR EBYE K ERE DT
of the reporting period is as follows: T
2017 2016
HK$'000 HK$'000
FTET FHET
0 — 30 days 0£30H 25,958 -
31 to 60 days 31260H 34,560 15,275
61 to 90 days 61290H 33,065 6,328
91 to 180 days 91£180H 137,345 25,693
181 to 365 days 181%&365H 123,077 18,761
Over 365 days 365H KA 8,571 16,385
362,576 82,442
Less: Non-current portion e FEBNERER > (71,397) (31,798)
291,179 50,644
Loan receivables related to money lending business EREREPBR s NEXB AR Hiz
on the PRC which carries interest from 5% - 21.6% NFHBFE%E21.6% (ZT—XF:

per annum, (2016: 5% - 18% per annum) secured
by machinery equipment and repayable from 1 year
to 2 years. The loan to customers were repaid in
accordance with the terms of the loan agreements.

As at 31 December 2017 and 2016, the loan
receivables were all neither past due nor impaired.

The loan receivables outstanding as at 31 December
2017 and 2016 are denominated in Renminbi.
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16.

17.

NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

LOAN RECEIVABLES (continued) 16. EWEFRK (&)
At the end of each reporting date, the Group's loan RERERHIR  NEFEREZER
receivables were individually assessed for impairment. TR E T o AN EE W O & F el
The Group encountered difficulties in collection of ER A EEERNEE  WitHZErks
certain loan receivables and appropriate allowance FEHRERIEERE - ERIRE L ERE
for bad and doubtful debts has been made against TREBERXANSETLE (W0 N2
these loan receivables. The individually impaired loan KHR )RS R TR R & I
receivables are recognised based on the credit history REEREZETEREC TR BE -
of the borrowers, such as financial difficulties or —ER—FE—RNFE+-_A=+—HIt
default in payments, and current market conditions. FE WEERREER-
Consequently, specific allowance for bad and doubtful
debts was recognised. There were no impairment loss
recognised for the years ended 31 December 2017
and 2016.
The Group has concentration of credit risk from R-ZE—+F+_A=+—H KAEH
five highest borrowers of RMB189,352,000 (2016: FERELERSEFAZEERREESD
RMB82,442,000) in total at 31 December 2017. SHAEARY189,352,0007T (ZE—
F: AR ¥82,442,0007T) °
RENTAL DEPOSITS PAID 17. ENHEERE
2017 2016
HK$’000 HK$'000
THET FAET
Rental deposits paid BENHEEES 21,287 20,592

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

ENHESESEARTEYEBE—F
ZHEBHEREEIXNZESEEH
g -
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NOTES TO FINANCIAL STATEMENTS

BB SRR Y R

31 December 2017
—E—+F+-A=1+—H

18. GOODWILL 18. W&
Total
BET
HK$'000
FETT
Cost 5N
As at 1 January 2016 R-ZZE—RF—H—H 74,879
Business combination Ey SN 130,270
Disposal of a subsidiary HE—HHBAF (43,341)
Exchange realignment [EPEIEEES (153)
As at 31 December 2016 and 1 January 2017 R-Z—XF+_A=+—HK
—F—+F—H—H 161,655
Business combination EBEH 701
Exchange realignment ME W R 4,520
As at 31 December 2017 RZTE—tF+=—HA=+—H 166,876
Accumulated impairment ZitRE
As at 1 January 2016,31 December 2016, RZE—XRF—HF—H"
1 January 2017 and 31 December 2017 —E-RE+A=+—8"
“E—+F—-F—HK
—_E—t+F+-_A=+—8H (71,557)
Carrying amount REE
As at 31 December 2017 R-E—+F+-_A=+—H 95,319
As at 31 December 2016 W_ZE—RE+_A=+—H 90,098

Goodwill acquired through business combinations has
been allocated to cash-generating unit of construction
business, rental business in PRC, mining business
and the sales of green food products for impairment

testing.
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18.

NOTES TO FINANCIAL STATEMENTS

GOODW.ILL (continued)

Impairment testing of goodwiill

Goodwill has been allocated for impairment testing
purposes to the following groups of cash generating

units:

° Construction business

° Rental business in PRC

o Mining business

o Sale of green food products

Before recognition of impairment losses, the carrying
amount of goodwill was allocated to groups of cash-
generating units as follows:

18.

B 7% 3R 2% Bt E
31 December 2017
—E—+tF+=-A=+—H
e (&)
BmEZEENR
HBERARAME BEELHRETIIR
BEEEN:

R R
e
EBEET
HEMABRM

REERBEE R BEREED DA
ENIBReEEEM:

2017 2016

HK$’000 HK$'000

THET FET

Construction business BREB 45,471 44,213
Rental business in PRC REEEER 45,929 42,716
Mining business RIEETS 731 =
Sale of green food products HEZBRM 3,188 3,169
95,319 90,098

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

Construction business

The discount rate applied to the cash flow projections
was 18% (2016: 19%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2016: 5%).

Rental business in PRC

The discount rate applied to the cash flow projections
was 10% (2016: 10%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2016: 5%).

e & IR BE BB A EM RS R
REREREHERERFH 2B
BERARSRERAREREEAE
MmEE °

BREF

EARERETENZBEEXRR18%
TE-RF19%) MEBAFHLZ
BeREDRABERE3I% (ZFT—X

F:5%) T AR -

HE HE X
EAREERETENZBEXRR10%
TE-RF10%) MEBAFHLZ
BeREDRABERE3I% (ZFT—X
F:5% ) T AR -
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

s

18.

GOODW.ILL (continued)

Impairment testing of goodwill (continued)

Sales of green food products

The discount rate applied to the cash flow projections
was 15% (2016: 15%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2016: 5%).

Mining business

The discount rate applied to the cash flow projections
was 7.64% and cash flows beyond the five-year
period were extrapolated using a growth rate of 3%.

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

No impairment loss (2016: Nil) was recognised and
allocated to goodwill in the consolidated statement of
profit or loss and other comprehensive income for the
year.
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NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017

—E—+F+-A=1+—H

OTHER INTANGIBLE ASSETS 19. HitEmREE
Trademarks Contract Total
[:g =) gt
HK$'000 HK$'000 HK$'000
FET FiExT FET
Cost A
As at 1 January 2016 R-ZE—R"F—H—H 2,984 = 2,984
Business combination EgS=X5 83,993 52,631 136,624
Exchange realignment fE A= (192) = (192)
As at 31 December 2016 and RZE—RF+-A=+—H
1 January 2017 k=ZZF—+F—H—H 86,785 52,631 139,416
Exchange realignment BEE 3, R B 6,527 3,959 10,486
As at 31 December 2017 R_E—+tF+-_A=+—H 93,312 56,590 149,902
Accumulated amortisation and 238 R RE
impairment
As at 1 January 2016 R-ZE—XRF—H—H 713 = 713
Amortisation for the year FR# 145 1,837 1,982
Exchange realignment R (60) (82) (142)
As at 31 December 2016 and R-E—R"F+A=+—H
1 January 2017 kRZFE—+F—H—H 798 1,755 2,553
Amortisation for the year FR# 135 10,922 11,057
Exchange realignment BEE 3, R B 64 528 592
As at 31 December 2017 RZZE—+F+-A=+—H 997 13,205 14,202
Carrying amount RREE
As at 31 December 2017 RZZE—+F+-A=+—H 92,315 43,385 135,700
As at 31 December 2016 RZZE—R"F+=ZA=+—H 85,987 50,876 136,863

Amortisation charge of approximately HK$11,057,000
(2016: HK$1,982,000) for the year is included in
administrative expenses in the consolidated statement
of profit or loss and other comprehensive income.

Other intangible assets of trademark of wine and
liquor, trademark of tourism business and contract as
above amortised over its estimated useful lives, which
are 30 years, indefinite and 5 years respectively.

FREERA X 411,057,000 T (==
—7N% 1,982,000 )T A A B E
MEMEEBARROITHFAS

HibEmAE L E N REIE  REESEIZ
MEHMREGAIFERFESR (DA
304F - R HE MGG ) (NS -
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—E—+F+-A=1+—H

19. OTHER INTANGIBLE ASSETS (continued) 19. HitE\EREE (&)
Impairment testing of other intangible assets HitEmEEE 2 FERR
Trademark EIE
Trademark acquired has an indefinite useful life. The e > i@ B MR Al {F FHAEHR - Ak
recoverable amount has been determined based on E4&%E R ERE Y HEMGE LK S
a value in use calculation using cash flow projections REBEHECREDFHUBKEER
based on financial budgets covering a five-year period AR REENIRETHABETER
prepared by an independent valuer and approved by BT -FEARESRETRAZEIEXRA
senior management. The discount rate applied to the 14% MBELFEH RS RETIEELH
cash flow projections was 14% and cash flows beyond 18 55 K30, F LAHE ] o
the five-year period were extrapolated using a growth
rate of 3%.
Contract a4
Contract acquired has a five year useful life. The FMESA4NZaEREEHARF -l
recoverable amount has been determined based on Bl &%E R EREY HEMGE LK S
a value in use calculation using cash flow projections REBEMRECRENFH W BER
based on financial budgets covering a five-year period AR TEBRTRAEBEITER
prepared by an independent valuer and approved by BT FERANRESREENZERERE
senior management. The discount rate applied to cash 10% MBBRFEH RS RE IEA
flow projections was 10% and cash flows beyond the 188 5= 330, 5 LA HE A o
five year period were extrapolated using a growth rate
of 3%.
Other key assumptions for value in use calculation BEEERAEEANEZEMTIE/RER T
related to the estimation of cash inflows which RIS R A EBEREEERE
included budgeted sales and gross margin. Such FMZE - BREE IHEB I (HEEMERB
estimation is prepared by an independent valuers ARIALKEEBEHEMEL -
based on past performance and management'’s
expectations.
No impairment loss (2016: Nil) was recognised in the TEREEERAEEZGABER
consolidated statement of profit or loss and other Hi2EWAREER (T —KF:
comprehensive income for the year. fm) o
20. INTERESTS IN ASSOCIATES 20. ABE AT ER
2017 2016
HK$'000 HK$'000
FERT FAET
Share of net assets DIREEFE 300,734 283,186
Advances to associates AN /NG o O] = 39,498
300,734 322,684
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20.

NOTES TO FINANCIAL STATEMENTS

INTERESTS IN ASSOCIATES (continued)

On 6 June 2016, Shenzhen Penda Rongtong
Trading Limited (“SZPRT"), an indirect wholly owned
subsidiary of the Company entered into the sales
and purchases agreement with an independent third
party to acquire 40% of equity interest of Shenzhen
Shengsiming Trading Limited (“SZSSM"). SZSSM s
principle engaged in general trading in the PRC. SZPRT
contributed RMB20,000,000, representing 40% of the
total registered capital of SZSSM. SZSSM became an
associate of the Group.

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

20.

g ET BT
31 December 2017
—+F+-fF=+—8H
REERT 2R (&)
RZF—RFNANB  RINTBEER
BRBARAR (DRYIMSE®E]) (B
RAARzHELZEMBAR)EE T
FE=FFILEE AR R T E
BHEEARAR (RYIERLE]) 2
A0% X HE < IR ﬂH%ﬁ%‘ExE@EP!ﬁE%
—MEBHEK - FYIBRATIEARK
20,000,0007T * JFE“‘ AR Y EE B85 5 1
BARBER 240% RYIEBHEKBARE
Ll NS

AREBEREE
man R

Percentage of
ownership interest

REE T (JELm) 248

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

A% aRRA  ERE REEEREOL TEEH

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

HEZTEREERN AE#79,600,0007T RE/RENM BEES
BRRA

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

REES H%ﬂ_ﬁ;,@% ARM600000  HE/TEANL ERES
BRR

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

HRRREREHE AR®20000000  RE/HEMM BEES
BRRA

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

wﬂ\lﬁi%ﬁiwﬂxéﬁéﬁ ARH10,000000  HRE/RERM RERR
BRR

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

RITHERTEETFHH ARH200,000000  HE/REMM HER MR
SEARRAN
(ATTEARYIT KSR &
ETABERAF)

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—T—+tF+ZH=1+—H

20. INTERESTS IN ASSOCIATES (continued)

20. REEQTR 2D (&)

Percentage of
ownership interest

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

A8 HfRA  EfBE REREREESL TEEH

Shenzhen Dahuangyuan RMB50,800,000 PRC/Mainland China 30 Sales of food fertilizer,
International Trading Company wine and steel
Limited (i)
(Formerly known as Shenzhen
Dahuangyuan Green Food
Distribution Company
Limited)

RITRFEERE S AR¥50,800,000  HE/HERM HERM R BB R
BRAF)
(BRI R G e
RmEXERAF)

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

RYTRIE ARG AL ARES0,000000  HE/HEANM W&
ERERDAN)

Heilongjiang RMB100,000,000 PRC/Mainland China 219 Money Lending
Dahuangyuan E-commerce
Company Limited (i)

BRIAREETEY ARH100,000,000  HE/REMM HE
AR A

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

RTERLDRERE AK¥210,000,0000  RE/FRERM REER
BR2F)

Shenzhen Shengsiming Trading RMB50,000,000 PRC/Mainland China 40 General trading
Limited (i)

RITEBHHE AR¥50,000,000  RE/HERH —HES
BR2F)

Notes: B e

0) The English name of the above PRC companies is for (i) B AR E X ATEEE R 2

identification purpose only.
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20.

NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

INTERESTS IN ASSOCIATES (continued) 20. REEBNT2fEZ (8)
The Group's shareholdings in the associates are held REFEBARNTZ2EWB A T
through wholly-owned subsidiaries of the Company. VoA NI
Summarised financial information of the material R-_E—+EFE+-_A=+—H E3F
associates as at 31 December 2017, adjusted for any M TE=REELFE TEHSN
differences in accounting policies, and reconciled to TR R ERE AR GE B RREx P
the carrying amounts in the consolidated financial EEEYEEENT
statements, are disclosed below:
Shenzhen
Qianhai
Dahuangyuan
E-commence
Group Company
Limited
Shenzhen  (Formerly known Shenzhen
Hunan Huayin as Shenzhen Pengrongan
Laohanzun Jinshajiang  Dahuangyuan Heilongjiang Logistics Shenzhen
Liquor Sales Investment E-commerce  Dahuangyuan  Industrial Park Shengsiming
Company Development  Group Company E-commerce Company Trading
Limited Company Limited Limited) Company Limited Limited Limited
RYIHA
BARE
EFHBEE
Ry ARAR
WEETE EGENT (ABPITAR BEIARE  BITERZ RN
BHERH RERR EFHH ETEH NREXE ZEHEE
ARAR ARAR BRAR) ARAR ARAR ARAR
2017 2017 2017 2017 2017 2017
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET ThRT TR TR TR TR
Non-current assets FRPEAE 49,034 - 33,830 144 128,595 59,514
Current assets nHEE 90,555 86,407 55,572 37,292 123,550 15
Current liabilities REAaE (41,569) (74,757 M (241) = (20)
Net assets AERE 98,020 11,650 89,395 37,195 252,145 59,509
Reconciliation to the Group's BASERBE AR EREE:
interest in the associates:
Proportion of the Group's ownership 5 Bl & ## 1 48.99% 48.99% 30% 21.90% 49% 40%
Carrying amount REGHE
the investment 48,020 5,707 26,818 8,146 123,551 23,803
Revenue i3 149 - 7 167 - -
Loss for the year FEER (1) (36) (213 (591) ) (507)
Total comprehensive incomefloss) ~ EEZEMN/ (BE) &%
for the year 3,091 365 1,960 (4) 8,643 1,159

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—F—tF+-A=+-E
20.

INTERESTS IN ASSOCIATES (continued) 20. AL AT R (#)
Shenzhen
Qianhai
Dahuangyuan
E-commerce
Group Company
Limited
Shenzhen (Formerly known
Hunan Huayin as Shenzhen Shenzhen
Laohanzun Jinshajiang Dahuangyuan Heilongjiang Pengrongan Shenzhen
Liquor Sales Investment E-commerce Dahuangyuan Logistics Shengsiming
Company Development Group Company E-commerce Industrial Park Trading
Limited ~ Company Limited Limited) ~ Company Limited ~ Company Limited Limited
AT
ARGETHH
SEBRAR
e ALY ] RTER (AIRYIT RRINRE RTRERE
HERD EPIRE  ARBEETEH BTHE NRELR RITERE
ARAR FRERAA BRAF) ARAR ARAR AEERAR
2016 2016 2016 2016 2016 2016
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Ti#n Fi#n Fi#n Fi#n Fi#n Fi#n
Non-current assets FRBEE 45,618 - 33,830 199 119,599 55,835
Current assets TYEE 78,538 80,39 189,576 35,227 114,908 13
Current liabilities ik =0 (37,261) (69,526) vl (263) (1) (15)
Net assets REFE 86,895 10,870 223399 35,163 234,506 55,833
Reconciliation to the Group's interest EASERBENE B EEK:
in the associate:
Proportion of the Group's ownership EREEERELS 48.99% 48.99% 30% 21.90% 49% 40%
Carrying amount of REREE
the investment 42,570 5,325 67,020 7,701 114,908 22,333
Revenue A 450 - 31,191 713 - -
(Loss)/profit for the year % (Bi8) /& (74) (314) 43 (5,603) 1 (15)
Total comprehensive (loss)/ FERE (FR)/ MALE
income for the year (74) (314) 43 (5,603) (1) (15)

The following table illustrates the financial information

TRERAEE 2 WIFERNEA 2B

of the Group's associates that are not individually NEIZATEER
material:
2017 2016
HK$'000 HK$'000
THER FAT
Share of the associate’s (loss)/profit DA AR E B &N A
for the year (E518) i (2,157) 3,081
Share of the associate’s total SMEEE AR E2EMALE
comprehensive income 2,334 3,081
Aggregate carrying amount of REERBERRREZ
the Group's investments HBEREE
in the associate 64,689 23,329
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22.

NOTES TO FINANCIAL STATEMENTS

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

INVENTORIES 21. 7FE&

2017 2016
HK$'000 HK$'000
TET THIT
Raw Material R # 2,004 -
Finished goods 2= X oh 15,557 23,273
17,561 23,273

TRADE RECEIVABLES 22. BERESRX

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

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

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

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

BUESERTIERBHEE MBI
BHTREFRBEMAERBEENHESI
AO

RRERERREEIN AEEZEE
H-—RA—EA MEREFASLR
E=AA -BUEFHURERSEER
BR o AR E I E L H B IE 5 IRAE R
FAEEMERYREMNREERE-
FEWE 5 RFIG TR B -

FEEHOTREFBANDERBEEPEE

IR ULER

T2 WA TR R A8 R T & e B0 1R
H i B % BR300 AUER -

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—E—+tF+=A=+—H
22. TRADE RECEIVABLES (continued)
An aged analysis of the trade receivables as at the end

22. EWESRMR (&)
MNIERAR BRE FRFILEEZLE

of the reporting period, based on the invoice date, is HEMERSHTIOT
as follows:

2017 2016
HK$'000 HK$'000
FE T FAETT
Within 1 month —EAA 55,639 28,807
1 to 2 months —Z=mME A 7,227 85
2 to 3 months W= =1 A 2,056 846
Over 3 months Bid =18 A 14,004 5,844
78,926 35,582

The aged analysis of the trade receivables that are not
individually nor collectively considered to be impaired
is as follows:

185l & KRR AT LR RE 2 RUCE

2R

BT

2017 2016

HK$'000 HK$'000

FET FHET

Neither past due nor impaired R HATN ARORE 55,639 28,807
Less than 1 month past due BEALR—@EA 7,227 85
1 to 2 months past due BH—ZMEA 2,056 846
Over 3 months past due wEBB=1EA 14,004 5,844
78,926 35,582

Receivables that were neither past due nor impaired
relate to a large number of diversified customers for
whom there was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have
a good track record with the Group. Based on past
experience, the directors of the Company are of the
opinion that no provision for impairment is necessary
in respect of these balances as there has not been a
significant change in credit quality and the balances
are still considered fully recoverable.
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24.

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

AMOUNTS DUE FROM CONTRACT CUSTOMERS 23. BEREHNEFRIE
2017 2016
HK$'000 HK$'000
FERT FET
Amounts due from JEWE KB P FRIE
contract customers 78,667 78,707
2017 2016
HK$’000 HK$'000
THET FHET
Accumulated contract costs incurred  FTE4 REF & LKA INE #R
plus recognised profits less w AR B R
recognised losses to date 293,076 212,815
Less: Accumulated progress billing W RENE WO FE WG E R
received and receivable (214,409) (134,108)
78,667 78,707
PREPAYMENTS, DEPOSITS AND OTHER 24, BERFRE RERHMWEWRE
RECEIVABLES
2017 2016
HK$’000 HK$'000
FTET FHET
Prepayments TET IR 166,917 14,252
Deposits and other receivables e N E A W K18 335,602 251,828
502,519 266,080

As at 31 December 2017, approximately
HK$219,289,000 (2016: HK$60,330,000) was paid as
trade deposit and prepayments for trading of food and

minerals products.

RZE—ttF+=A=+—8"
#9219,289,0008 L (=& — XN F -
60,330,000 7T) B X 1E A
RBEEZB SRS RBENRIE

= A O

e
B 5 Ron

o/

PELAREXEEZRERAD A
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—E—+F+-A=1+—H

24. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Rental deposits and construction deposit for the
warehouse amounting to HK$33,097,000 (2016:
HK$6,969,000) and HK$12,581,000 (2016:
HK$6,960,000) were paid for the warehouse logistic
business for the year ended 31 December 2017

respectively.

Approximately HK$67,740,000 (2016: HK$17,535,000)
were the progress payment for the investment
targets. Retention money of contract work paid
for construction business was approximately

HK$9,787,000 (2016: HK$10,411,000).

The consideration for disposal of Hunan Meiming
Wenshi Jiuguijiu Sales Limited (“Hunan Meiming”)
was not fully received as at 31 December 2017 of

approximately HK$11,512,000.

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

2017.

At the end of the reporting period, there was no

provision for other receivables (2016: Nil).
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24,

ENRE - REREMERTIE
(%)
ERYRERZAERSKRS REEIR
£ % 533,097,000 L (=T — <&
6,969,000/ 7t ) &% 12,581,000/8 7T (=
T — 74 16,960,000 7T) EREE —
T—+tFF+ A=+ RHIEFEIffo

467,740,000 T (=& — X~ F -
17,535,000/ 70) AR E B RIELE 2
PREBRNR - REREFENFZEHOT
FRIBE 459,787,000/ 7T (ZF—X
£ :10,411,000/8 7T ) °

HEMEEAMTEREHEERAA
([#mx4]) R E#11,512,0007%8 T
R_E—tF+ A=+ BHEHABHK
U BR

HERIITEIERARZRERAF (X
YAILRA) 2RER-_F—RF+=
A=+ — B R ARZEZUE - 39,085,000
BLTAREERR-ZE—LF= BN
HY -

RS HIR - I 8 3t H th UG IR th
BE(ZT—RF E)-



25.

NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND PLEDGED
DEPOSITS

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

RERREEZEYRSERER

2017 2016

HK$'000 HK$'000

FExT FET

Cash and bank balances R e MIRTTH 87 66,183 62,539
Time deposits FHAFK 214,233 6,700
280,416 69,239

Less: Pledged deposits o B IEE R (214,233) (6,700)
Cash and cash equivalents BeMREEEY 66,183 62,539

At the end of the reporting period, the cash and
bank balances and time deposits of the Group
denominated in Renmibi amounted to HK$51,351,000
(2016: HK$31,208,000) and HK$214,223,000
(2016: HK$6,700,000), respectively. The RMB is not
freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct
foreign exchange business.

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

RBERR AEEBRARBEE
MRS RBITEHRARTHERS
A &51,351,0008 L (=T — <&
31,208,000/ 7T ) % 214,223,000/ 7T
(ZZ—7X%:6,700,000/ 7T ) ° 2R MM »
R 5 R B A Hh 9 HINGE & I ik 1) % 4 B
EEMMSEEERTE ARBTITERH
HAHMER AEBEESRER
REEITINEZEBRHRITHARBLIRA
HEK-

RITASREBRITERN K ZFEHH
PR A B o 52 HIE M R 1 R =6 1E
AMEEL (RFAKENREFE
YImE ) - WIRE B 5 HIE B SO R R
A B - RITHE 8 M B R 3517
AT EA R RS ek 2 BIEERTT -

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—E—+tF+=A=+—H

26. TRADE AND BILLS PAYABLES
An aged analysis of the trade payables as at the end of
the reporting period, based on the invoice date, is as

BREZHRARENRE
RI|ERRENE S EFIZER A BT
BRI

follows:
2017 2016
HK$'000 HK$'000
FET FET
Within 1 month —EAA 86,774 105,952
1 to 2 months —Z=mME A 2,976 1,117
2 to 3 months W= =1 A 695 =
Over 3 months Bid =18 A 1,249 6,247
91,694 113,316
Bills payable NS 223,450 6,700
315,144 120,016

The trade payables are non-interest-bearing and
are normally settled on 30-day terms (2016: 30-day
terms).

As at 31 December 2017, bills payable of
approximately HK$223,450,000 (2016:
HK$6,700,000) were secured by the pledged deposits
of the Group.

All the trade payables and bills payables are
denominated in Renminbi.
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NOTES TO FINANCIAL STATEMENTS

OTHER PAYABLES AND ACCRUALS

Bt 755 R AR B

31 December 2017
T—tF+=-A=+—AH
HihEAREBERETER

2017 2016

HK$’000 HK$'000

FET FAT

Other payables H h fE 1~ 3R 126,233 143,766
Accruals FEEtE R 11,899 5,349
138,132 149,115

Other payables are non-interest-bearing and have an
average term of three months.

Included in other payables are HK$24,034,000
(2016: HK$21,631,000) trade deposits received
from customers for the sales of trading goods,
HK$64,554,000 (2016: HK$48,091,000) rental
deposits received from the tenants of logistic
warehouse and office in PRC, HK$5,285,000 (2016:
HK$17,344,000) related to leasehold improvement
payable and HK$Nil (2016: HK$33,579,000)
subscription shares amount from subscriber.

HiENFIARR R EFIHHR A=
H o

FAHEMENRENEEF
24,034,000/%75(_;2*—\@
21,631,0008 ) AL E XK E M
EFEWERME 5% E - 64,554,0008
7T (Z & — /X% :48,091,000/8 70 ) &
EREYRERNMEEAZHEPLWER
FAER S 5,285,000 (ZF— <
F:17,344,0008 ) B EWEEE
ERFEEBALTBT(ZE—ARF:
33,579,000 ) B R BREH 2 RE
B & -
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NOTES TO FINANCIAL STATEMENTS

BB SRR MY RE

31 December 2017
—E—+F+-A=1+—H
28. BANK AND OTHER BORROWINGS

28. SHRITREMEE

2017 2016
HK$'000 HK$'000
FTET FHET
Secured bank loans BEFEITER
(note a, b, c and d) (Mfza b ckd) 196,195 43,997
Secured other loans (note e) BEERBEMER (HiTe) 4,803 =
Unsecured other loans (note f) EEMEAMER (WEES) 47,123 39,840
Secured bonds (note g) EHERES (KMisg) 179,000 -
427,121 83,837
Carrying amounts repayable RIRW R E G EE B H
within one year based on AR —FAEENKREE
scheduled payment dates set out
in the agreement 427,121 83,837
Carrying amounts not repayable HARBWEHRE—FAEE
within one year from the end BB ESREREZRRD
of reporting period but contain REEGIRARBAE)
a repayment on demand clause
(shown under current liabilities) - -
427,121 83,837
Less: amounts due within one year BoARARBAER
shown under current liabilities —FRNEENSEE (427,121) (83,837)

Amounts shown under
non-current liabilities
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28.

NOTES TO FINANCIAL STATEMENTS

BANK AND OTHER BORROWINGS (continued)

Notes:

(@)

(@}

(e)

As at 31 December 2017, the secured bank loan
of approximately HK$39,623,000 was secured
by investment properties with fair value of
approximately HK$301,331,000 and personal
guarantee by director of the Company and related

party.

As at 31 December 2017, the secured bank loans
of approximately HK$48,509,000 were personal
guarantee by directors of the Company, corporate
guarantees of the Company, related party and
independent third parties.

As at 31 December 2017, the secured bank loans
of approximately HK$108,063,000 were secured
by the pledged bank deposit of approximately
HK$54,032,000 and the investment properties
described in note 28(a).

As at 31 December 2016, secured bank loans of
approximately HK$43,997,000 were secured by
properties held by a related party of the Group and
personal guarantee by directors of the Company.

As at 31 December 2017, secured other loans of
approximately HK$4,803,000 were borrowed from
Shenzhen Qianhai Dahuangyuan Non-Financing
Guarantee Company Limited, an associate of the
Group. The secured other loans were corporate
guarantee by subsidiary of the Group, non-
controlling shareholder and independent third
parties.

As at 31 December 2017, unsecured other
loan of approximately HK$36,764,000 (2016:
HK$39,840,000) was borrowed from Beidahuang
Marketing Co. Ltd., the non-controlling shareholder
of a Group company. The purpose for loans were
purchasing staple food and liquor wine.

As at 31 December 2017, secured bonds of
approximately HK$179,000,000 were secured by the
equity interests of several subsidiaries.

Bt 75 R AR B

31 December 2017
—E—+F+-A=1+—H

RITEREMEE (&)

2

(a

(f)

R-ZE—tF+-A=+—H BE
IR 1T E 0 4939,623,0005% 7T )y B R
1B #7301,331,000/8 TLH % B ¥ %
AR AN R EE R EEATED
AR

R-E—+F+-A=+—8 83K
FRER1TE 2 4948,509,00058 T J4 /A
NEIEE ARANDAER BiE
AERBTE=HEHBEAER

R-EBE—+F+-A=+—8 83K
R 17 B 3 49108,063,000/% 7T J5 H
B 4R 1717 2K 4954,032,0005% 7T K Ff
28Tl 2 R E WA -

RZE—RNF+ZA=+—H B
HER1TE 2 4943,997,00078 7T Jh A
SE—RHEATEENMERAR
AIERELAEAERERR-

RZZE—+EFE+-A=+—0 23
HH 4B 3 #44,803,0008 L Th £ B
AN B S N BLFE T RS KT E
BMEMERERAR - DEREMGE
RTBEAEBMB AR TR
MBI E=ZFEE R RIER

W-_ZE—+E+-_R=+—0 &K
HHE M B 7 #36,764,0008 7T (==
— 7N 139,840,000/ 7T) Jh & B &=
ER B IR AR R I KT kD
BRAR -ZERTAERBERK
BEEMAR -

RoBE—+E+-A=+—H B
(& % 49179,000,0005 7T Ty & T
BB A &) 2 AR AE Y 3 o
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NOTES TO FINANCIAL STATEMENTS
b e E

31 December 2017

—-F
—=

28.

—+F+=-HA=+—8”

BANK AND OTHER BORROWINGS (continued)

The above bank and other borrowings that are
denominated in currencies other than the functional
currencies of the relevant group entities are set out
below:

28.

RITEREMEER (&)
ERSRITREMERAREEEERS
REE AN EREFHE - &I T

2017 2016

HK$'000 HK$'000

FExT FAET

RMB AR & 248,121 83,837
HK$ BT 179,000 =
427,121 83,837

The ranges of interest rates on the Group’s bank and
other borrowings are as follows:

AEBRTREMEENFZHEER N
T

2017 2016
% %

Secured bank loans BRIFRITERK
(note a, b, c and d) (MfsFa b ckd) 3.9-10.5 7.98
Secured other loans (note e) BEEBEMER (HiTe) 12-18 =
Unsecured other loans (note f) B R E A &R (P EEf) 4.35 - 18.25 4.09
Secured bonds (note g) EERES (MisEg) 6-10 -
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

29. DEFERRED TAX LIABILITIES 29. EEBIEEE
The movements in deferred tax liabilities during the FENREERBEEZESHNT

year are as follows:

Revaluation
of financial  Fair value
assets at  adjustments
fair value arising from
Revaluation through  acquisition Accumulated

of investment profit of losses  Convertible
property orloss subsidiaries  recognised bond Total
e

EffEBRE  WEAH
Bf RAREIK LW g
BENE WEREE OQAERE RHER TARRS st
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TAT T T Tax Tian g

Deferred tax liabilities at RZE-R¥-F—-HZ
1 January 2016 BEERBAE 12,777 8,648 70 - = 21,495

Deferred tax charged/(credited) to the ~ FRME /(G A)EEBER
consolidated statement of profit or Hp2ARAREZ
loss and other comprehensive income &R (H10)

during the year (note 10) 3,868 (5,244) (15) - - (1,391)
Recognised losses BHRZER - - - (6,937) = (6,937)
Acquisition of subsidiaries WEEH BN a) = = 29,956 = = 29,956
Exchange realignment AR (998) (324) 3) 311 = (1,014)
Deferred tax liabilities at RZE-A~E+=A

31 December 2016, and =t-BR-Z—+F

1 January 2017 —-A-Rz

EERBAE 15,647 3,080 30,008 (6,626) = 42,109

Deferred tax charged/(credited) to FERIB/ (FTA)
the consolidated statement of profit ~ SFABEREMZE

or loss and other comprehensive WARE 2 ERHIE

income during (H3E10)

the year (note 10) 10,829 (3,196) (3,200) 368 (507) 4,294
Recognition of tax from RAARES HE

convertible bond - - - - 1,955 1,955
Exchange realignment 5 1,570 116 2,140 (484) - 3342
Deferred tax liabilities at RZZ—t&+ZA

31 December 2017 =+-Bz

BREREAR 28,046 - 28,948 (6,742) 1,448 51,700

The Group has tax losses arising in Mainland China AEEBEHFBEAMELEZHES
of HK$26,974,000 (2016: HK$8,247,000) that will 826,974,000 L (= &F — X F:
expire in one to five years for offsetting against future 8,247,000/ 7T) - FREH. ZEHE AN —
taxable profits. Deferred tax assets have not been ERFRBER R ARKERD G N
recognised in respect of these losses as they have BERZEEERREENEBEEE  RE
arisen in subsidiaries that have been loss-making for EBEAEBETIREEEE —REE 2
some time and it is not considered probable that J& A a] - HOR R e SR B K AT A E
taxable profits will be available against which the tax HIHTIAE 1S -

losses can be utilised.
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30.

—+F+=-HA=+—8”

CONVERTIBLE BONDS

The Group issued convertible bonds with a coupon
rate of 10% per annum at a total principal value of
HK$200,000,000 on 8 June 2017 to an independent
third party (the “bondholder”). The convertible bonds
will mature on 7 June 2019 at its principal amount
or can be converted into 500,000,000 shares at the
bondholder’s option at rate of HK$0.4 per share.

The convertible bonds comprise of liability component,
conversion component and early redemption option.
The equity component is presented in equity heading
“convertible bond reserve”. The effective interest
rate of the liability component on initial recognition
is 13.42% per annum. Conversion may occur at
any time between 8 June 2017 to 7 June 2019. If
the bonds have not been converted, they will be
redeemed on 7 June 2019. The Company may at
any time redeem the outstanding principal amount
of the bonds at face value together with the accrued
and unpaid coupon on the principal amount to be
redeemed. Coupon of 10% per annum will be paid
semi-annually to the bondholder.

The movement of the equity component and liability
component of the convertible bonds for the year is set
out below:

30.

component

AR ES
AEBR-_Z—tFAN\BR—%8
VE=ZF(BEHFFBEANETRSE
%/5200,000,0008 T EHEX AEF
10% K A MRES - AT RIREFHR =
E-NFRNALHZRASEEE 7]
HESFFHEAEZERER04ETZER
#3% 5500,000,0000% B% 17

ﬂ@%ﬁ%a%%1% IR K
REBLOEER -EaBOE [FAIHRRKR
BrFEm] A2 RiER VT HRK
BEAONERNRSTF13.42% - &
BMAR_E—tFANBEZZ—1
FRALBHMEERET NESHRE
iR - AFEAERER-
RNAF A ERF IR EE N F B RS
M EANREERESREERS
H-EFRBFFREFFEANE
FI0%2ER -

FARBBRESAES R
BN

Liability Equity
component
G
HK$'000

TET

Total
Mgt
HK$'000
FET

aEHD
HK$'000
THT

At 1 January 2017 R-ZZE—tF—H—H
Issue of convertible bonds BITAMRES
Recognition of deferred taxation HRIELERE

ERAEXH
eI HILE

Effective interest charged
Interest payable

As at 31 December 2017, the outstanding principal of
the convertible bonds was HK$200,000,000.

China Beidahuang Industry Group Holdings Limited
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186,364 11,849 198,213
- (1,955) (1,955)
14,415 - 14,415
(11,343) - (11,343)

189,436 9,894 199,330

R-E—+F+-_A=+—8" a/#K
BB K82 KN4 58 45200,000,0007%
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31 December 2017

31.

—E—+F+-A=1+—H

SHARE CAPITAL 31. BAE
Shares B 15
2017 2016 2017 2016
Number Number HK$'000 HK$'000
#H #E
‘000 ‘000
T8’ T FET THT
Authorised: AR
Ordinary of share HK$0.10 FREE.10ETH
LEk 8,000,000 8,000,000 800,000 800,000
Issued and fully paid: ERIRBERR:
Ordinary share of HK$0.10 each FREBE0ETH
Lk
At 1 January ®—A—H 4,671,602 2,336,645 467,160 233,665
Issue of share upon exercised RITERBRERZTRG
share option (note a) (HizEa) 37,100 11,000 3,710 1,100
Issue of share upon subscription RREFROBETRR
new shares (note b) (HizEb) 660,262 = 66,026 =
Issue of share upon acquisition R R TR
(note ¢) (HizEc) 76,686 = 7,669 =
Cancellation of repurchased shares ST 5B (Hitd)
(note d) (11,392) (12,688) (1,139) (1,269)
Issue of share upon bonus issue R BT 21T (7 = 2,336,645 = 233,664
5,434,258 4,671,602 543,426 467,160
Notes: s
(a) On 21 July 2017, 37,100,000 ordinary shares of (a) RZE—+tF+tA=+—H BT

FER_ZETLFRA -+ = HERN
ZEREGSEIET ZEREET
37,100,000/ & IX EI{E0.10/% 7T H) &
AR

HK$0.10 each were issued as a result of exercise
of share options under the share option scheme
adopted on 23 May 2007.

HE-T-—AFT-A=+-ALLF
ERTER-ETLERA—TE
BIRA 2 P B BUR T2 IR AR
711,000,000 & X I {E0.10/8 TT &Y
HiA -

During the year ended 31 December 2016,
11,000,000 ordinary shares of HK$0.10 each were
issued as a result of exercise of share options under
the share option scheme adopted on 23 May 2007.

PELEATREEXESEEZERERAT | 189
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SHARE CAPITAL (continued)
Shares (continued)

Notes: (continued)

31.

(b)

On 12 January 2017, an aggregate of 351,599,550
new shares were issued and allotted to the
subscribers at the subscription price of HK$0.48
per subscription share. The net proceeds of the
subscription, after deducting the expenses is
approximately HK$168.8 million which is intended
to be used by the Company for the Group's business
development, investments, acquisition, repayment
of loans and general working capital purposes.
Detail of which were disclosed in the Company’s
announcement dated 12 January 2017.

On 3 August 2017, an aggregate of 308,662,450
new shares were issued and allotted to the
subscribers at the subscription price of HK$0.42
per subscription share. The net proceeds of the
subscription, after deducting the expenses is
approximately HK$129.5 million which is intended
to be used by the Company for the Group's business
development, investments, acquisition, repayment
of loans and general working capital purposes.
Detail of which were disclosed in the Company’s
announcements dated 17 July 2017 and 21 July
2017.

On 10 February 2017, 76,686,332 consideration
shares at the issue price of HK$0.44 per
consideration share were allotted and issued to
the vendor's designated nominee as part of the
consideration for the acquisition.

On 27 April 2017, the Company cancelled 2,832,000
shares in respect of shares repurchased on 19
December 2016 and 30 December 2016.

On 18 August 2017, the Company cancelled
8,560,000 shares in respect of shares repurchased on
12 June 2017, 14 June 2017 and 16 June 2017.

China Beidahuang Industry Group Holdings Limited
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31.

B (&)
R (&)
aE: (4)

(b)

RZZFE—+t&F—AF+=-B &#
351,599,550 TR B IR REE S
R D0.488 L BEIT RELE TR
B REEBEZHEIIBFBELEN
4 B X 18 49 /5168,800,00078 7T © ##
BERARRAEAER 2 EBERE -
RE WR EEERR—REEE
SRR -EFBRARARABRACZT
—+E—A+ B ABREE-

R—ZTE—+tH&ENAZ=ZH & H
308,662 450 TR EIRAREE S
RREIRD0.428 L BIT REEE TR
BB - RIBEIE L AT IEFELN
4 B X 18 49 /4129,500,00058 7T ©
BERARRAEAEB 2 EBERE -
BRE B EEERR—REEE
SRR -EFBRARARABRAZT
—+tFtA++HtHR_E—+tF LA
—t+—BZAHAEE-

WZZ—+F-H+H" 76,686,332
BRARERD B RETESRAERD
0448 TR BERETTESEE 2K
AN ERWBEEEZHBARE-

RZZE—+FWA-—++H ARQA
AR —_E—R"F+_AThBER=ZT
—RNF+ A=+ HBEEZ RO EH
2,832,000/% i 17

RZZE—+tFNA+ /B KRQH
MR —_ZE—ttFAA+=ZH ==
—tFRNAtTHEARZE—+EFA
175 B B | 2 i 7 5 $58,560,000%
B



31.

32.

NOTES TO FINANCIAL STATEMENTS

SHARE CAPITAL (continued)
Shares (continued)
Notes: (continued)

(d) During the year, the Company repurchased its own
ordinary shares on The Stock Exchange of Hong
Kong Limited as follows:

31.

Total number

Bt 75 R AR B

31 December 2017
—E—+F+-A=1+—H
R (&)
B (#])
BieE: (&)

d RER TREARBEBRERSME
RARBRZERS EBENT

of shares Aggregate
repurchased Purchase price per share  consideration
Month R#% BEROAH BRBEE BRE
Highest Lowest
BS BIE
HK$ HK$ HK$
BT B TT T
June 2017 —E—tEFRA 8,560,000 0.395 0.385 3,335,760
December 2017 —E—+tF+=A 17,000,000 0.335 0.305 5,325,240
Total BEr 25,560,000 8,661,000
Share options B R R

Details of the Company’s share option schemes and
the share options issued under the schemes are
included in note 32 to the financial statements.

SHARE OPTION SCHEMES

The Company operates two share option schemes
for the purpose of providing incentives and rewards
to eligible participants for their contribution to,
and continuing efforts to promote the interests of,
the Group. A share option scheme was adopted by
the Company on 23 May 2007 (“2007 Scheme”)
and terminated on 22 May 2017, and a new share
option scheme (“2017 Scheme"”) was adopted by the
Company pursuant to a resolution passed on 9 June
2017 (“Adoption Date”). The 2017 Scheme, unless
otherwise cancelled or amended, will remain in force
for 10 years from the Adoption Date.

32.

A r) R 8 RETEIE T 2 BT
R B RS IS B D O B A5 R Y £ 32 -

R E
AARREMIBERESE BERE
BR2EERAEBMEEMESES
NREREEF SIRHER R EE - —
HERESEN _ETEFRA-+T=
HERRGBRA ([T EF5E]) I
RZE—+FRA-+-HEIL BB
BRZZE—tFXANB ([HFMBEHE])
BBRBRR —IEAERERE (=
T+t F5E ) BEARBIRM - BRIED
TEsE S E B ET  — T — L F 58
BEMBEHRTI0ERN—BEER -

FEEAREXEEZERERAA
2017 £,

191



192

NOTES TO FINANCIAL STATEMENTS
b2 E

31 December 2017

s

32.

SHARE OPTION SCHEMES (continued)

The maximum number of shares in respect of which
options may be granted under the 2017 Scheme and
under any other schemes of the Company must not in
aggregate exceed 10% of the total number of shares
in issue at the date of the passing of the resolution for
the adoption of the 2017 Scheme. The total number
of shares issued upon exercise of the options granted
to each eligible person in any 12-month period up
to and including the date of grant shall not exceed
1% of the shares in issue as at the date of grant. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition,
any share options granted to a substantial shareholder
or an independent non-executive director of the
Company, or to any of their associates, in excess of
0.1% of the shares in issue of the Company or having
an aggregate value in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

A grant of options may not be made after inside
information has come to the knowledge of the
Company until it has been published. In particular,
no options may be granted during the period
commencing one month immediately preceding
the earlier of the date of the Board meeting for
the approval of the Company’'s results for any year,
half-year, quarterly or any other interim period
and the deadline for the Company to publish an
announcement of its results for any year, half-year,
quarterly or any other interim period. The period
during which an option may be exercised will be
determined by the Board in its absolute discretion,
save that no option may be exercised more than 10
years after it has been granted.
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32.

BRERTE (&)

RIF T~ F5 8 RREBEAQBEM
Hip st &I AT e h 2 FERAE TS M 2 B
SERNBE  AATFEBNEBIE
BTt FFERAEREBE R
BRI Z210% REERHAH (8
R B) AT EA1218 A AR T &4
RALTZBIRERTERZITZRDE
g TREBNEL RS RITRN

1% ° EBIBZREE 2 I — SR EB&R
& ARBRRAE CEG BRI

MARBES THBHIETEREK
BENEMBEARDBRERCE L
FEMITESSE A EBIN MARF]
FERRIBULIFNTERTHRENE
fr] SR B8 A 3% 1 O ] B AR A 1) 1 21
AEIMBRAARAREEITRG;0.1%3 4R
{E 4B 385,000,000/ 7T 7B AR R R AR R
AeELEEBE-

EARRRIEABBERAIETERE
BhE E2HEEEMRLE-LER R
ERMLERARREMNFE ¥FE F
EEMEMPHRENE=TSEHA
HRARBTIEEERFE FFE-
FESEMEMTHAREAMHRIED
R (AEEE Q%) 51— B A EHRE - T
AR R RO - PR AR AR AT 1T (R 2 BT e
S RNBET ETAERER
TRVERE +FRETE
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31 December 2017
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SHARE OPTION SCHEMES (continued) 32. BEIRFELE (&)
The subscription price of a share in respect of any BE - ZE—+tFE8MABEEENEEE
particular option granted under the 2017 Scheme shall RS RRONREE EREES S
be such price as the Board in its absolute discretion HREET WZERAEZLVATHE
shall determine, save that such price must be at least BERHERSE: BHOREE B R
the higher of the official closing price of the shares as THERMEBEMBEHNERKHE B
stated in the Stock Exchange's daily quotations sheet R AHRTRES % B IO AT
on the date of grant, the average of the official closing HREXRARHEXFEHHWTE LI
prices of the shares as stated in the Stock Exchange’s HEE -
daily quotations sheets for the five business days
immediately preceding the date of grant and the
nominal value of a share.
Share options do not confer rights on the holders to B IS R X B T35 A A AN AR B s A AR
dividends or to vote at shareholders’ meetings. HAS FIREHHER -
The following share options were outstanding under FR [ BT+ FEEE T8 TR
the 2007 Scheme during the year: M ARITE
2017 2016
Weighted Weighted
Average average
exercise exercise
price Number price Number
per share of options per share of options
¥ BhE ¥ ke
BRiTEE R BRITEE g8
HK$ ‘000 HK$ '000
BT TR BT T
At 1 January n—H—H 0.64 384,460 1.911 217,730
Adjustment during the year FRRE - - - 217,730
Granted during the year FAFHE - - 0.436 210,000
Exercised during the year FRITE 0.377 (37,100) 0.754 (11,000)
Lapsed during the year FERKM 0.377 (1,500) 1.03 (250,000)
At 31 December w“t+ZA=+—H 0.669 345,860 0.64 384,460

FEEAREXEEZERERAA
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31 December 2017
—E—+F+-A=1+—H

32. SHARE OPTION SCHEMES (continued)
The weighted average closing price of the Company’s
shares immediately before the date on which the share
options were exercised during the year was HK$0.375

(2016: HK$0.39) per share.

32.

ERrEstE (&)
FRERITERBREBBRIARBRMG
By N U E A EAR0.3758 T (=
T—XNF:03987T) °

The exercise prices and exercise periods of the share RIBEEAR  RITEBRENTEER
options outstanding as at the end of the reporting {TEERT
period are as follows:
2017 —E2-tF
Number of options Exercise price* Exercise period
BREHE TREE 1TEH
HK$
‘000 per share
5 BRER
24,600 1.03 24-07-2015 to 23-07-2018
24-07-2015%23-07-2018
77,295 1.03 24-07-2016 to 23-07-2018
24-07-2016%23-07-2018
33,965 1.03 24-07-2017 to 23-07-2018
24-07-2017%23-07-2018
63,000 0.436 01-07-2017 to 13-10-2019
01-07-2017%13-10-2019
63,000 0.436 14-10-2017 to 13-10-2019
14-10-2017%13-10-2019
84,000 0.436 14-10-2018 to 13-10-2019
14-10-2018 £13-10-2019
345,860
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32. BRERE (&)

2017 —E—
Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category 1 January during during during during 31 December  share Exercise period of Exersice price of
of participant 2017 the Year the Year the Year the Year 2017  options®  share options share options®
RZB-tf R-Z-t§ BRERL
SHREE LA -A-H FREM FRTE FREH FR%% tZA=t-B A& BRETES BRETEREY
HKS per share
BRET
Directors
Ez
Mr. Jiang Jianjun 100,000 - (100,000) - - - 2307114 23-07-15-22-07-17 0.377
IRELAE 1,830,000 - - - - 1,830,000  24-07-15 24-07-15-23-07-18 1.030
915,000 - - - - 915,000  24-07-15 24-07-16 - 23-07-18 1.030
915,000 - - - - 915,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
4,760,000 - (100,000) - - 4,660,000
Mr. Ke Xionghan 3,000,000 - - - - 3,000,000  14-10-16 01-07-17 - 13-10-19 0.436
B xS 3,000,000 = - - - 3,000,000  14-10-16 14-10-17 - 13-10-19 0.436
4,000,000 - - - - 4,000,000  14-10-16 14-10-18 - 13-10-19 0.436
10,000,000 - - - - 10,000,000
Ms. Ho Wing Yan 500,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 1.030
[PEl e 250,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17-13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,000,000 - - - - 2,000,000
Ms. Zhang Yujie 3,000,000 - - - - 3,000,000  14-10-16 01-07-17 - 13-10-19 0.436
NEARL 3,000,000 - - - - 3,000,000  14-10-16 14-10-17 - 13-10-19 0.436
4,000,000 - - - - 4,000,000  14-10-16 14-10-18 - 13-10-19 0.436
10,000,000 - - - - 10,000,000

FEEAREXEEZERERAA
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32. SHARE OPTION SCHEMES (continued) 32. BEIRFELE (@)
2017 —E—
Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category 1 January during during during during 31 December  share Exercise period of Exersice price of
of participant 2017 the Year the Year the Year the Year 2017  options®  share options share options®
RZF-tf R-Z-t§  BRERL
SHRELAAER -A-H FREM FRTR FREH ERXM TZHB=t-B BHY BRETES BRETEREY
HKS per share
BRET
Directors
iz
Dr. Loke Yu 500,000 - - - (500,000) - 230714 23-07-15-22-07-17 0.377
BEEmEL 500,000 = S S = 500,000  24-07-15 24-07-15-23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,500,000 - - - (500,000) 2,000,000
Mr. Li Xiaofeng 500,000 - (500,000) - - - 230714 23-07-15-22-07-17 0.377
PR gL 500,000 = = = S 500,000  24-07-15 24-07-15 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,500,000 - (500,000) - - 2,000,000
Mr. Ho Man Fai 500,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 1.030
XBRE 250,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 1.030
250,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17 - 13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17 - 13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
2,000,000 - - - - 2,000,000
33,760,000 - (600,000) - (500,000) 32,660,000
Ex-director
HES
Mr. Jiang
Jiancheng @ 500,000 - (500,000) - = - 230714 23-07-15-22-07-17 0.377
TRMEEY 10,000,000 - - - - 10,000,000  24-07-15 24-07-15-23-07-18 1.030
5,000,000 - - - - 5,000,000  24-07-15 24-07-16 - 23-07-18 1.030
5,000,000 - - - - 5,000,000  24-07-15 24-07-17 - 23-07-18 1.030
300,000 - - - - 300,000  14-10-16 01-07-17-13-10-19 0.436
300,000 - - - - 300,000  14-10-16 14-10-17-13-10-19 0.436
400,000 - - - - 400,000  14-10-16 14-10-18 - 13-10-19 0.436
21,500,000 - (500,000) - - 21,000,000
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32. BRERE (&)

2017 —E—
Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
Name or category 1 January during during during during 31 December  share Exercise period of Exersice price of
of participant 2017 the Year the Year the Year the Year 2017  options®  share options share options®
RZB-tf R-Z-t§ BRERL
SHRELAAER -A-H FRRL FRTR FREH ERXM TZB=t-B BHY BRETES BRETEREY
HKS per share
SRET
Other employees
HibfEs
In aggregate 4,000,000 - (3,000,000) - (1,000,000) - 230714 23-07-15-22-07-17 0.377
et 4,100,000 - - - - 4,100,000  24-07-15 24-07-15-23-07-18 1.030
2,050,000 - - - - 2,050,000  24-07-15 24-07-16 - 23-07-18 1.030
2,050,000 - - - - 2,050,000  24-07-15 24-07-17 - 23-07-18 1.030
17,250,000 - - - - 17,250,000  14-10-16 01-07-17 - 13-10-19 0.436
17,250,000 - - - - 17,250,000  14-10-16 14-10-17 - 13-10-19 0.436
23,000,000 - - - - 23,000,000  14-10-16 14-10-18 - 13-10-19 0.436
69,700,000 - (3,000,000) - (1,000,000) 65,700,000
Consultants
Ef
In aggregate 33,000,000 - (33,000,000) - - - 230714 23-07-15-22-07-17 0.377
et 50,000,000 = - - - 50,000,000  24-07-15 24-07-15-23-07-18 1.030
25,000,000 - - - - 25,000,000  24-07-15 24-07-16 - 23-07-18 1.030
25,000,000 - - - - 25,000,000  24-07-15 24-07-17 - 23-07-18 1.030
37,950,000 - - - - 37,950,000  14-10-16 01-07-17 - 13-10-19 0.436
37,950,000 - - - - 37,950,000  14-10-16 14-10-17 - 13-10-19 0.436
50,600,000 - - - - 50,600,000  14-10-16 14-10-18 - 13-10-19 0.436
259,500,000 - (33,000,000) - - 226,500,000
384,460,000 - (37,100,000) - (1,500,000 345,860,000
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32. SHARE OPTION SCHEMES (continued) 32. BBIRFESTE (&)
2016 —ERF

Number of options Exercise price* Exercise period
BlERA 1TEE* 175

HK$

‘000 per share

TR ST
38,600 0.377 23-07-2015 to 22-07-2017
23-07-2015%22-07-2017
24,600 1.03 24-07-2015 to 23-07-2018
24-07-2015%23-07-2018
77,295 1.03 24-07-2016 to 23-07-2018
24-07-2016%223-07-2018
33,965 1.03 24-07-2017 to 23-07-2018
24-07-2017%223-07-2018
63,000 0.436 01-07-2017 to 13-10-2019
01-07-2017213-10-2019
63,000 0.436 14-10-2017 to 13-10-2019
14-10-2017%213-10-2019
84,000 0.436 14-10-2018 to 13-10-2019
14-10-2018%13-10-2019

384,460

* The exercise price of the share options is subject to * TEHERR sk 4T PR B 1T e AR A B R AN EAb

adjustment in the case of rights or bonus issues, or
other similar changes in the Company’s share capital.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017

BUEHWIBERT BRENITERE
AIEH TR -



32.

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% MY =

31 December 2017
—E—+F+-A=1+—H

SHARE OPTION SCHEMES (continued) 32. BRREIE (/)
2016 fifahne
Number of share options
BREYE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December share Exercise period of Adjusted
participant 2016 the Year" the Year the Year the Year the Year 2016 options?  share options exercise price”
RIE-XE RIB-XE BRE e/ S
SEEEEZDER -A-H FRHEY FREM FRTE FREHE FRA¥ TZA=T-B REBHY BRETRESD i@y
HKS per share
GRET
Directors
Ez
Mr. Jiang Jianjun 50,000 50,000 - - - - 100,000 23-07-14 23-07-15-22-07-17 0.754/0.377
IRERAE 915,000 915,000 = = = = 1,830,000  24-07-15 24-07-15-23-07-18 2.060/1.030
457,500 457,500 - - - - 915,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
457,500 457,500 - - - - 915,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
1,880,000 1,880,000 1,000,000 - - - 4,760,000
Mr. Jiang Jiancheng 250,000 250,000 - - - - 500,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
TRREE 5,000,000 5,000,000 - - - - 10,000,000 240715 24-07-15-23-07-18 2.060/1.030
2,500,000 2,500,000 - - - - 5,000,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
2,500,000 2,500,000 - - - - 5,000,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
= S 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
10,250,000 10,250,000 1,000,000 - - - 21,500,000
Mr. Ke Xionghan - - 3,000,000 - - - 3,000,000  14-10-16 01-07-17 - 13-10-19 0.436
B E - - 3,000,000 - - - 3000000 14-10-16  14-10-17-13-10-19 0.436
- - 4,000,000 - - - 4,000,000 14-10-16 14-10-18 - 13-10-19 0.436
- - 10,000,000 - - - 10,000,000
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32. SHARE OPTION SCHEMES (continued) 32. BEIRFELE (@)
2016 —E—x
Number of share options
BREHE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December share Exercise period of Adjusted
participant 2016 the Year" the Year the Year the Year the Year 2016 options?  share options exercise price®
RZE-XE RIB-XE BRE e/ S
SEEL LR -A-H FRHEY  FREM FRTE FREHE FRA¥ TZA=T-B REBHY BRETRSD i@y
HKS per share
GRET
Ms. Ho Wing Yan 250,000 250,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 2.060/1.030
Bl 125,000 125,000 - - - - 250,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
500,000 500,000 1,000,000 - - - 2,000,000
Ms. Zhang Yujie - - 3,000,000 - - - 3,000,000 14-10-16 01-07-17 - 13-10-19 0.436
NEARL - - 3,000,000 - - - 3000000 14-10-16  14-10-17-13-10-19 0.436
- - 4,000,000 - - - 4,000,000 14-10-16 14-10-18 - 13-10-19 0.436
- - 10,000,000 - - - 10,000,000
Dr. Loke Yu 250,000 250,000 - - - - 500,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
EEnREL 250,000 250,000 = S = S 500,000  24-07-15 24-07-15-23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
= = 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
750,000 750,000 1,000,000 - - - 2,500,000
Mr. Li Xiaofeng 250,000 250,000 - - - - 500,000 23-07-14 23-07-15 - 22-07-17 0.754/0.377
PRBEE 250,000 250,000 - - - - 500,000  24-07-15 24-07-15-23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
750,000 750,000 1,000,000 - - - 2,500,000
Mr. Ho Man Fai 250,000 250,000 - - - - 500,000 24-07-15 24-07-15-23-07-18 2.060/1.030
AXBRE 125,000 125,000 - - - - 250,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
125,000 125,000 - - - - 250,000  24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 300,000 - - - 300,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 300,000 - - - 300,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 400,000 - - - 400,000 14-10-16 14-10-18 - 13-10-19 0.436
500,000 500,000 1,000,000 - - - 2,000,000
14,630,000 14,630,000 26,000,000 - - - 55,260,000

China Beidahuang Industry Group Holdings Limited
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SHARE OPTION SCHEMES (continued)

32. BRERE (&)

2016 T
Number of share options
BREYE
Date of
At Adjustment Granted Exercised Cancelled Lapsed At grant of Exersice price/
Name or category of 1 January during during during during during 31 December share Exercise period of Adjusted
participant 2016 the Year" the Year the Year the Year the Year 2016 options?  share options exercise price®
RIE-XE RIB-XE BRE e/ S
SEEE LR -A-H FRHEY  FREM FRTE FREHE FRA¥ TZA=T-B REBHY BREGTRESD i@y
HKS per share
BRET
Ex-director?
HESY
Mr. Li Jianging 2,500,000 2,500,000 - - - (5,000,000) - 24-07-15 24-07-15-23-07-18 2.060/1.030
ZRERE 1,250,000 1,250,000 = = - (2,500,000) - 24-07-15 24-07-16 - 23-07-18 2.060/1.030
1,250,000 1,250,000 - - - (2,500,000 - 24-07-15 24-07-17 - 23-07-18 2.060/1.030
5,000,000 5,000,000 - - - (10,000,000) -
Other employees
HitfEg
In aggregate 1,000,000 1,000,000 - (2,000,000) - - - 23-07-14 23-07-14 - 22-07-16 0.754/0.377
ek 2,000,000 2,000,000 = S = - 4,000,000 23-07-14 23-07-15-22-07-17 0.754/0.377
2,050,000 2,050,000 - - - - 4,100,000  24-07-15 24-07-15-23-07-18 2.060/1.030
1,025,000 1,025,000 - - - - 2,050,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
1,025,000 1,025,000 - - - - 2,050,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
= S 17,250,000 - - - 17,250,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 17,250,000 - - - 17,250,000 14-10-16 14-10-17 - 13-10-19 0.436
= - 23,000,000 - - - 23,000,000 14-10-16 14-10-18 - 13-10-19 0.436
7,100,000 7,100,000 57,500,000 (2,000,000) - - 69,700,000
Consultants
B
In aggregate 4,500,000 4,500,000 - (9,000,000) - - - 23-07-14 23-07-14 - 22-07-16 0.754/0.377
k] 16,500,000 16,500,000 - - - - 33,000,000 23-07-14 23-07-15-22-07-17 0.754/0.377
85,000,000 85,000,000 - - - (120,000,000 50,000,000 24-07-15 24-07-15 - 23-07-18 2.060/1.030
42,500,000 42,500,000 - - - (60,000,000 25,000,000 24-07-15 24-07-16 - 23-07-18 2.060/1.030
42,500,000 42,500,000 - - - (60,000,000 25,000,000 24-07-15 24-07-17 - 23-07-18 2.060/1.030
- - 37,950,000 - - - 37,950,000 14-10-16 01-07-17 - 13-10-19 0.436
- - 37,950,000 - - - 37,950,000 14-10-16 14-10-17 - 13-10-19 0.436
- - 50,600,000 - - - 50,600,000 14-10-16 14-10-18 - 13-10-19 0.436
191,000,000 191,000,000 126,500,000 (9,000,000 - (240,000,000 259,500,000
217,730,000 217,730,000 210,000,000  (11,000,000) - (250,000,000) 384,460,000
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32.

The expected life of the options is based on the
historical data over the past three years and is not
necessarily indicative of the exercise patterns that may
occur. The expected volatility reflects the assumption
that the historical volatility is indicative of future
trends, which may also not necessarily be the actual
outcome.

No other feature of the options granted was
incorporated into the measurement of fair value.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017

— e FEEs
SHARE OPTION SCHEMES (continued) 32. BRESTSE (8F)
The fair value of the share options granted during the FABRLEERENALBEASHS T (=
year was HK$nil (2016: HK$34,476,000 (range from LT — N :34,476,0008 7T (TR FIX
HK$0.16 to HK$0.17 each)). The Group recognised a 0.16/8TLE0.17/87T) ) - AEERNEZR
share option expense of HK$42,567,000 during the —E—H+EFE+_A=+—HIIEE®R
year ended 31 December 2017 (2016: HK$27,851, BE RS # B 42,567,000 0 (—Z & — /<
000). 4 :27,851,000/%7T) °
The fair value of equity-settled share options during FR RELEEEREALERELER
the year was estimated as at the date of grant, using HFEA —BAEXEL G &EEE
a binomial model, taking into account the terms and RE R B IR TR R & o RS T
conditions upon which the options were granted. The ERXEeiE g
following table lists the inputs to the model used:
2016
Grant date
i B
14-10-2016
Dividend yield (%) A% B2 (%) -
Expected volatility (%) T8 HA R 18 (%) 58
Historical volatility (%) JFE 52082 12 (%) 58
Risk-free interest rate (%) £ 3 P 1) (%) 0.58
Expected life of options (years) RN ETEHAE HE () 3
Weighted average share price IEFHRRE (SRET)
(HK$ per share) 0.436

ERENTERTHRERBE-FNES
HIBFE HARAMUETEERNNEEZ-
%EHEEME&B%J_EWET%%;KM%%L
MRS HITRUEERER

5 L B M A L A T R A A S
B -
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SHARE OPTION SCHEMES (continued) 32. BEIRRELE (@)
At the end of the reporting period, the Company RIBEHR AR TR ST +FE
had 345,860,000 (2016: 384,460,000) share options I8 T AR1TE A9 B8 IR # 5345,860,00017
outstanding under the 2007 Scheme. The exercise in ZE— X4 :384,460,00010 ) c TEAR
full of the outstanding share options would, under the FIIRBENRERT  BEITEEKITE
present capital structure of the Company, result in the B A% #E 5 28 B N N B] 3% 17345,860,000
issue of 345,860,000 (2016: 384,460,000) additional B% ( == — /<4 : 384,460,0000% ) 28 5)
ordinary shares of the Company and additional share 58 PR - 8 AR ZN34,586,00055 7T (=
capital of HK$34,586,000 (2016: HK$38,446,000) T — ;N4 138,446,000 7T) KR H
and share premium of HK$196,909,800 (2016: %518196,909,800% 7T ( =& — N4 -
HK$207,602,000) (before issue expenses). 207,602,000 1) (RMBEEITH
X) -

The total number of shares available for issue under T FEHEE A BT RO A
the 2017 Scheme is 509,705,563 representing 2/ /5509,705,563% ' tHHE AN Q TR
approximately 9.38% of the Company as at the date FIRHEERZ 499.38% o
of this annual report.
ACQUISITION OF ASSETS THROUGH ACQUISITION 33. EBWEMRBASIWEBEE
OF SUBSIDIARIES
On 13 January 2017, the Company entered into R-FE—+F—A+=H A7 H
the Equity Transfer Agreement with the owner of FHIRR RS EAR AT ([FARE]) 2
Shenzhen Ming Jian Gold Industry Limited (“Ming BAEIMNIEEEERZE A AR DB K
Jian”). The Company has conditionally agreed to HRE=HEHESPEENDEKRE B A
acquire the 100% equity interest in Ming Jian at a #7252,114,0008 70 (HHE RO AR
consideration of approximately HK$252,114,000 220,000,0007T) * XSGR T —+
(equivalent to approximately RMB220,000,000). The F-A+HERK-
transaction was completed on 10 February 2017.
Consideration: RE:

HK$'000

TAET

Cash consideration WEREB 219,522
Consideration share REBD 32,592
Total consideration HMRE 252,114

FEEAREXEEZERERAA
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33. ACQUISITION OF ASSETS THROUGH ACQUISITION
OF SUBSIDIARIES (continued)

The acquisition of Ming Jian did not constitute a
business, in accordance with HKFRS 3, such acquisition
did not give rise to goodwill. The acquisition has been
accounted for as acquisition of assets and liabilities.

Assets acquired and liabilities recognised at the

33. ZBKRBEHELAWBEE (F)

REB BB HREER B35 WEH
BRIYTERES BRAKBLEELR
Z-WBERDARIMERBEENE

& o

REBRMAEBEERCRAAEN

date of acquisition are as follows: T:
Fair value
DARME
HK$'000
FHET
Non-current assets FREBEE
Investment properties KREME 252,128
Current assets REBEE
Cash and bank balance W RIRITHER 22
Current liabilities REBEE
Accruals and other JEEtE R R EAM
payables JE 1~ 5R18 (36)
Amounts due to acquirer JE A~ W B 75 R IE (76,667)
Net assets acquired FrUs g & &= %A 175,447
Waived of amounts R BR ET UL EE 7T 5RIE
due to acquirer 76,667
Net assets acquirerd Friis & A 252,114

Investment properties of Ming Jian was acquired and
allocated to segment business of the Group’s rental
business.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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ACQUISITION OF ASSETS THROUGH ACQUISITION 33, ZEBWEKEBATIWBSE (&)
OF SUBSIDIARIES (continued)

Net cash outflow on acquisition of Ming Jian WERB AR ZEE R E4E
HK$'000
FAET
Consideration paid in cash and UIRES RIBTEBSNZRE
bank balance 219,522
Less: cash and bank balance acquired of B TR IR & MIRTT 484 (22)
219,500
BUSINESS COMBINATION 34. XSt
(@) On 3 April 2017, the Company entered into (a) R-_ZTE—+FPA=H" KA T
the Equity Transfer Agreement with the owner ERYTESEREEEFR AT
of Shenzhen Huajinhuayin Industry Company ([ELER|-HE—BH2EMH
Limited (“Huajinhuayin”) which has a wholly- B AT MM kiEEEaRaE T
owned subsidiary, Linxiang Qiangsheng Mining NE (58X ) ) 2B AET PR
Industry Company Limited (“Qiangsheng”). The BEERZ - AANTEEIEER
Company has conditionally agreed to acquire EEE mMEAFCABKEREYR
and the Vendor has conditionally agreed to EESER LA ([ESERE
sell 100% equity interest in Huajinhuayin H | B2 EE - REAEARK
and Qiangsheng (“Huajinhuayin’s Group”) 90,000,000T° #Z X HER -F
at a consideration of RMB90 million. The —+ENANAEKRERZB 2
transaction was completed on 6 June 2017 and B ESERLARKANEER
after that day, Huajinhuayin and Qiangsheng KB AT .

became subsidiaries of the Group.

FEEAREXEEZERERAA
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BUSINESS COMBINATION (continued)

34. EBEH (&)

(a)

Assets acquired and liabilities recognised at

the date of acquisition:

(%)

RUKBAHWBEERERZ
8fE:

Acquiree’s
carrying
amount
and fair

value

WUE A

ZIREE

RAfRE

HK$'000

FHET

Property, plant and equipment M - BB M & 31,414
Inventories BE 297
Trade receivables FEWE 5 BR K 66,178

Prepayments, deposits and other AR FRIE - R & RCHE A FE Y RIE

receivables 37,399
Cash and cash equivalents RekAaEEY 3,047
Trade payables BB SRR (18,569)
Other payables and accruals Hh fe < RIE KR JERT & (11,333)
Bank borrowing RITERE (5,526)
102,907

Goodwill BES 701
Cash consideration ReRE 103,608

The Group were acquired Huajinhuayin’s Group
as segment business of the Group’s mining

business.

China Beidahuang Industry Group Holdings Limited
Annual Report 2017
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NOTES TO FINANCIAL STATEMENTS

34. BUSINESS COMBINATION (continued)

(a)

(continued)

Net cash outflow on acquisition of
subsidiaries

34.

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

EBE0 (&)
@ (#&)

WIEM B AR 2R R FEE

HK$'000
FAT
Consideration paid in cash and B4 RIEFTES SN ZRE
bank balance 103,608
Less: cash and bank balance acquired of & : FTURBEIR & K SR 1T 45 %4 (3,047)
100,561

Impact of acquisitions on the results of the
Group

Included in the profit for the year of
approximately HK$20,378,000 and turnover
for the year of approximately HK$134,666,000
attributable to the additional business
generated by Huajinhuayin’s Group.

Has these business combinations been effected
at 1 January 2017, the profit for the year of
approximately HK$22,287,000 and turnover
for the year of approximately HK$174,024,000
attributable to the continuing operation of
Huajinhuayin’s Group.

On 13 September 2017, the Company
entered into the Equity Transfer Agreement
with the owner of Shenzhen Nongjiayuan
Agricultural Products Delivery Company
Limited (“Nongjiayuan”). The Company has
conditionally agreed to acquire and the Vendor
has conditionally agreed to sell 51% equity
interest in cash at a consideration of RMB2.5
million. The transaction was completed on 1
October 2017 and after that day, Nongjiayuan
became a subsidiary of the Group.

WRESREHAREXRAZTE

FENEOREcEREEE
A B FE SN TS FE 1k 920,378,000
BLIRFAEEERIEESE
REEEEAMNEINEBEERD
134,666,00078 7T °

WZzEEFEHR T —LF—
A—BEM BESEREE
RERQEEBRENFE RN A
#922,287,000/8 7T R F N & ¥ 5
5%9174,024,00058 7T °

RZZE—+tFHLA+=8 E&RQ
AERNTRRBERERREXA
RAAE ([BRE]) 2B AL
BEEEGH AR F BB KN
FEBEE MEACHEKERE
HES1%ERE BeREAAR
#2,500,0007C c Z R HERZZ
—+tF+A—AREKERZBEZ
% BRENAREEZHMBAR
ﬁ}o

FEEAREXEEZERERAA
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34. BUSINESS COMBINATION (continued)
(b) (continued)

Assets acquired and liabilities recognised at

34. XBEH (A
b (&)

RUBERHMBRBCEERERZ

the date of acquisition: =R
Acquiree’s
carrying
amount and
fair value
WS 2
BREEK
ARE
HK$'000
FHET
Property, plant and equipment S E RN 975
Trade receivables FEWE 5 8RR 15,300
Prepayments, deposits and other TERT IR - 12 & R H M E Y FRIAR
receivables 14,394
Cash and cash equivalents ReRREFEY 4,107
Trade payables FETE 5 BR K (153)
Other payables and accruals Hib I RIBREER (3,951)
Bank borrowing RITEE (16,853)
Total identifiable net assets subject to ~ WEEFIBP R 2 Al BRI & E FEERE
acquisition 13,819
Non-controlling interest FEERR R (6,771)
Acquiree’s net assets WWRIER 2 EEFE 7,048
Gain on bargain purchase =EEERE (4,112)
Cash consideration. REeRE 2,936

The Group were acquired Nongjiayuan's Group
as segment business of the Group’s trading

business.
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NOTES TO FINANCIAL STATEMENTS

34. BUSINESS COMBINATION (continued)

(b)

(continued)

Net cash inflow on acquisition of

Bt 75 R AR B

31 December 2017
—E—+F+-A=1+—H

ERa6t (&)

(b)

(%)

WEMB AR ZRERAFE

subsidiaries
HK$'000
FHET
Consideration paid in cash and NIRS RIBTES SN ZRE
bank balance 2,936
Less: cash and bank balance acquired of & : FT BB IR & KR 1T 4584 (4,107)

Impact of acquisitions on the results of the
Group

Included in the profit for the year of
approximately HK$194,000 and turnover for
the year of approximately HK$219,935,000
attributable to the additional business
generated by Nongjiayuan’s Group.

Has these business combinations been effected
at 1 January 2017, the profit for the year of
approximately HK$2,223,000 and turnover for
the year of approximately HK$432,621,000
attributable to Nongjiayuan's Group.

On 1 March 2016, Shenzhen Penda Rongtong
Trading Limited, an indirect wholly-owned
subsidiary of the Company entered into the
First Share Transfer Agreement and the Second
Share Transfer Agreement with the owner of
SZTI and Fujian Fang Run Construction Group
Company Limited (“FJFR") respectively. The
Company has conditionally agreed to acquire
from both of the vendors 51% equity interest
in SZTI and FJFR at a consideration of RMB35
million and RMB50 million respectively.

(1,171)

WEEEHAEEXEZTE

FERBERRBEEEELN
KH I 2 7% FE G #9194,0007% 7T &
FRNEXHREEREEREL
HIRESNZE TS FE(S £9219,935,000/%8

7T|:o

WZEEBEAHRN T —F—
A—HEM RRRESEREWG
MEFEHFA%2,223,0008 T %
FNEET A%432,621,0008

ﬁo

R-ZZE—X"F=ZA—8 ZFI
M EmAEZERR AR (A
ARrRlzHEZERBRR) D
BRIV B ERBRBREE S
HEXEEBERAR([EBEA
B ZBEAB AR MLE— R
EEGELE —HREEER
FoARNFREAKUHREBRR
FUWEER R B ERBRE
EHBZ51%RE RED R A
AR #35,000,0007T & A R
50,000,0007T, °

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—E—+F+-A=1+—H

34. BUSINESS COMBINATION (continued) 34, %746 (H)

Q) (continued) Q)

The precedent conditions to the First and
Second Transfer Agreements were fulfilled and
the completion of the two agreements took
place on 24 March 2016. By acquiring SZTI
and FJFR, the Group will have opportunity
to participate in construction projects. It is
expected that the Group can derive revenue
from the execution of contractual works and
the provision of on-going maintenance services
related to the construction projects.

The fair value of the identifiable assets and
liabilities of SZTI and FJFR at the date of
acquisition were as follows:

(%)

E—RE_HREEEGS
SRR B ZEK N x5
RZE-—AREF=AZ+HEHAR
R - 3838 W iR IR Y 81 5t R AR Ko 48
EhE AEERERESEE
KTR-AHAKERAHTA
WIRRREHREEZSRZEAR
B ERSEE W

YNBSS IR R @i 7 R U EE
HEZ A BRI EERBBZAR
[ERUNE

2016
SZTI FJFR Total
3l
Bl %R BELE @t
HK$'000 HK$'000 HK$'000
TET TET TET
Property, plant and equipment ER S 281 3,696 3,977
Inventories BE 225 23,967 24,192
Trade receivables fEUE 55T 2,950 - 2,950
Prepayment, deposits and other BRTIE e REMERFUR
receivables 1,924 24,784 26,708
Cash and cash equivalents RekReFED 98 36 134
Other payables and accruals HEibENFIERETER (10,339) (24,713) (35,052)
Total identifiable net (liabilitiesyassets ~ A5 (BfE) /BEFELE (4,861) 27,770 22,909
Less: Non-controlling interest upon B B R SR R
acquisition (2,382) 13,607 11,225
Total identifiable net (liabilitiesy/assets ~ WEEE AT (B1E) EE
subject to acquisition FEAS (2,479) 14,163 11,684
Goodwill on acquisition G AS A 43,342 44,212 87,554
Satisfied by cash consideration R EREX A 40,863 58,375 99,238

210 China Beidahuang Industry Group Holdings Limited
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NOTES TO FINANCIAL STATEMENTS

34. BUSINESS COMBINATION (continued)

o)

(continued)

The fair values and gross contractual amount
of trade receivables and other receivables of
SZTl as at the date of acquisition amounted to
HK$2,950,000 and HK$1,917,000 respectively.

The fair values and gross contractual amount
of other receivables of FJFR as at the date of
acquisition amounted to HK$24,744,000.

No trade receivables and other receivables were
expected to be uncollectible.

The non-controlling interests recognised at the
acquisition date was measured by reference
to the non-controlling interests proportionate
share of the recognised amounts of acquiree’s
identifiable net assets.

The goodwill arising from the acquisition of
SZTI and FJFR is attributable to the future
growth and profitability in relation to the
construction business. None of the goodwill
is expected to be deductible for income tax
purposes.

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

34. EBEH (&)

@)

(%)

Y18 5t BREA R Mg B HR 2 FE LR
BORRREMBRRIBZ AR
BEREEHSEED F /2,950,000
77T 51,917,000 7T °

@R AR IR B H
REZRAAERBEHNESER
24,744,000/ 7T °

B HA 0 4 jE W B 5 B AR S LA R
WORIE A AT U E o

BURER B HREE 1B 2 F HE AR T
AR R0 25 1 O
BIAEFE 2 CHREE2 LD
GEEEE

WEERYIEI R IRAA MARE T BE
E2RBNERARARERERD
ZARKERKREAMEGES B Y
EEER B S HF SR
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2017
—E—+F+-A=1+—H
34. BUSINESS COMBINATION (continued)

o)

(continued)

As analysis of the cash flows in respect of the
acquisitions of SZTI and FJFR are as follows:

34.

ERa6t (&)

0

(&)

RYINBIEIRARBERT B B 2R
ERENFTAT

2016
SZTI FJFR Total
3l

£l % B BEAHE @it

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

THT THT THT

Cash consideration ReRE 40,863 58,375 99,238

Cash and bank balance acquired g 2 B e MIRITH B (98) (36) (134)
Net outflow of cash and cash FAREEHMAREREY
equivalents included in cash flows BekReSEMFRG

used in investing activities 40,765 58,339 99,104

On 15 August 2016, Shenzhen Beisiluo
Trading Co., Ltd., an indirect wholly-owned
subsidiary of the Company entered into a
share transfer agreement with the owner of
Zhongshan Minzhong Shuixiang Tourism Co.,
Ltd. ("ZSMZ") to acquire 70% equity interest
of ZSMZ at a consideration of RMB46 million.
ZSMZ held trademarks of Z&Fg7K#F and is
principally engaged in tourism business. The
acquisition was completed on 31 August 2016.
The management considers that the acquisition
enables the Group to diversity its business into
tourism business and broaden revenue sources
of the Group.

China Beidahuang Industry Group Holdings Limited
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34.

BUSINESS COMBINATION (continued)

d)

(continued)

The fair value of the identifiable assets and

NOTES TO FINANCIAL STATEMENTS

Bt 75 R AR B

31 December 2017

—E—+F+-A=1+—H

EBE 6 (

d) (&)

34.

&)

FURBRNKE BRI R#AE

liabilities of ZSMZ as the date of acquisition ENaEZAAENT:
were as follows:
2016
ZsSMmz
FILRR
HK$'000
FER

Intangible assets — trademark BYEE—TR 83,993
Cash and cash equivalents RekBREZEEYD 1
Deferred tax EETIA (16,798)
Other payables and accruals HAh B RIERETER (593)
Total identifiable net assets AR EEFERS 66,603
Less: Non-controlling interest upon T U R R SRR AR M 2

acquisition 15,370
Satisfied by cash consideration LREREXZH 51,233
The non-controlling interests recognised  FAUREE B BAFER 2 FEIE IR ER LW B 7 2

at the acquisition date were measured Al B EEFEZ A EER -

by fair value of the acquiree’s

identifiable net assets.
As analysis of the cash flows KERILRRZBERESTEAT

in respect of the acquisition of

ZSMZ is as follows:
Cash consideration RBENE 51,233
Cash and bank balance acquired kg 2R e RIRTTEEER (1)
Net outflow of cash and cash equivalents 5T AR B EBIFFARESREZRE K

included in cash flows used in RESEMZFRE

investing activities 51,232

FEEAREXEEZERERAA
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g E

31 December 2017
—E—+F+-A=1+—H
BUSINESS COMBINATION (continued)

34.

e)

On 1 October 2016, Shenzhen Bichong Trading Co.,
Ltd., an indirect wholly-owned subsidiary of the
Company entered into a share transfer agreement
with the owner of Shenzhen Zhenhe Investment
Development Co., Ltd. (“SZZH") to acquire 100%
equity interest of SZZH at a consideration of
RMB48 million. SZZH held 55% each of 3 Beijing
subsidiaries which are Beijing Chuangzhangu
Desheng Investment Management Co., Ltd., Beijing
Chuangzhangu Wangxin Investment Management
Co., Ltd. and Beijing Mumian Shangyuan Investment
Management Co., Ltd. The principal activities of SZZH
group is renting of office premises and facilities. The
acquisition was completed on 31 October 2016.

The management considers that the acquisition
enables the Group to strengthen its rental business
segment and generate a stable and recurrent rental

income.
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34.

ERa6t (&)

e)

RZZE—RE+A—R FIEBE
BESHERAR (RAQR)ZHEE
2 EMB AR ERINTEME
BRRBARAA (DRYIZEFM])
2B ANFT M IR R 1 AR
BERYIZEM100%KH#E  REBAA
R #48,000,0007T ° )5 JI 5 F 4%
E=HitRHEBIR (A=Al
BRABBEKETERARAT It
TERABHIREERBMRAA
RIEREARBETREEEERA
7)) & B55%Em  AIZEME
BErxrEZEXBAHERLMER
R WEBDR -_E—XRF+A
—t+—HZ=K-

BEERS WBASANEEE
BEMEXRBOBMEREBE K
REMESEA -



34. BUSINESS COMBINATION (continued)

e)

(continued)

The fair value of the identifiable assets and liabilities
of SZZH group as the date of acquisition were as

follows:

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

34. EBEH (&)

e) (&)

RY BB U B H 2 AT
MEERBBZAREBEWT:

2016
SZZH
FIIZR
HK$'000
FER

Property, plant and equipment ME - WE KRR 382
Intangible assets — contract mEEE-—GH 52,631
Trade receivables FEWE 5 R 5K 22,469
Prepayment, deposits and TERTFRIE ~ i@ I E Ath fE YR8

other receivables 37,369
Cash and cash equivalents RekReEED 777
Trade payables e E SRR (2)
Deferred tax EIER IR (13,158)
Other payables and accruals H At T 5B R EET B (69,564)
Total identifiable net assets AR EEFERRE 30,904
Less: Non-controlling interest upon VRN IS S e

acquisition 20,018
Total identifiable net assets subject to e AT R EEFEARE

acquisition 10,886
Goodwill on acquisition W R 2 42,716
Satisfied by cash consideration R e REXAT 53,602

FEEAREXEEZERERAA
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NOTES TO FINANCIAL STATEMENTS
b E

31 December 2017
—T—+F+-_HA=+—~H”
BUSINESS COMBINATION (continued)

34.

e)

(continued)

The fair values and gross contractual amount of trade
receivables and other receivables of SZZH as at the
date of acquisition amounted to HK$22,469,000 and
HK$35,961,000 respectively.

The non-controlling interests recognised at the
acquisition date were measured by reference to the
non-controlling interests proportionate share of the
recognised amounts of acquriee’s identifiable net
assets.

The goodwill arising from the acquisition of SZZH is
attributable to the future growth and profitability of
the rental business. None of the goodwill is expected
to be deductible for income tax purposes.

As analysis of the cash flows in respect of the
acquisition of SZZH is as follows:

34. EBEH (&)

e) (&)

FEYIEMNKER S K E SR
HEHEMEWRRBZ AAREBERE
AHEED B AH22,469,000 T &
35,961,000/8 7T °

RIREE B ERRER 2 SRR I 2 R
FEFERR M S R B 70 P R B B R
BEZEEREBLANETE-

WiERY I FEMEE 2 E T REERE
REBZARERRBNEES - TBH]
FLATSHRM S A B A M

W RIZEMZ RS REDITIT :

2016

SZZH

YA

HK$’000

FEx

Cash consideration ReRE 53,602

Cash and bank balance acquired Wiz IR e RIRTTHE S (777)
Net outflow of cash and cash equivalents 5T AR B EBFFARESREZRES K

included in cash flows used in ReSEW 2 F R
investing activities 52,825

The transaction costs of the acquisitions
have been excluded from the consideration
transferred and included in “administrative
expenses” in the consolidated statement of
profit or loss and other comprehensive income.
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34.

NOTES TO FINANCIAL STATEMENTS

BUSINESS COMBINATION (continued)

Impact of acquisition on the results of the Group
SZTI and FIFR

SZTl contributed turnover of approximately
HK$9,185,000 and net loss of approximately of
HK$342,000 respectively to the Group for the period
from the acquisition date to the disposal date.

If the acquisition had been completed on 1 January
2016, SZTI would have contributed turnover of
approximately HK$9,185,000 and net loss of
approximately HK$2,511,000 to the Group for the
year ended 31 December 2016.

FJFR contributed turnover of approximately
HK$222,782,000 and net loss of approximately of
HK$586,000 respectively to the Group for the period
from the acquisition date to 31 December 2016.

If the acquisition had been completed on 1 January
2016, FJER would have contributed turnover of
approximately HK$226,824,000 and net loss of
approximately HK$2,362,000 to the Group for the
year ended 31 December 2016.

SZZH

SZZH contributed turnover of approximately
HK$15,911,000 and net profit of approximately
HK$6,259,000 to the Group for the period from the
acquisition date to 31 December 2016.

If the acquisition had been completed on 1 January
2016, SZZH would have contributed turnover of
approximately HK$75,254,000 and net loss of
approximately HK$29,105,000 to the Group for the
year ended 31 December 2016. Loss of SZZH before
acquisition mainly because not all the office premises
were rented out but SZZH still had to pay rent to the
landlord.

34.

Bt 75 R AR B

31 December 2017
—E—+F+-A=1+—H

ERa6t (&)
W%ﬁ$§l¥% 2
FRY BT FE R w27 B

QW%E%iM%Eﬁmﬁﬁ%HM
BB AAREE DR BB EEREY
9,185,000/ 7T M /% /65 18 £7342,000/%
7T|:O

WKBER=ZTE—"F—HA—HBZTK"
RINBERBARBE-_ZT—RNF+=
A=+—RLEFEABALIEE TR
B EI49,185,0008 T R FEE Y
2,511,000/%8 7T °

ELlﬁzﬁ%EIHﬂi_q /\Eﬁ"f’ A= +_
BLI-HIE - @2 B RAKE S B AR
& R #9222,782,0007% 7T KOF E B A
586,000/ 7T

HWEBER-_T—R"F-A—B%x
BKRETERB8E T - F+=
A=Z+T—BLEFERISRAKEER
& R #226,824,0007%8 7T K FE B A
2,362,000/ 7T ©

RN
BUBRRE—T—RF+_A=1—
HIEERE R BEMBAEED R &

Bt & 2 BE 4915,911,0005% 7T K2 45 K 49
6,259,000/% 7T ©

ﬁn’uﬁzﬁ%EﬁA— —RNF—A—H=
B RNENREBEE S —RNF+=
H:Jr—ElJtiEE‘JHﬂ%ZK%ETEﬁ
B E 475,254,000 T LF B E L
29,105,000/ 7T ° A UK 8 BRI AN 2
EETEZRANTIEMBEHAYEINE
HmRINEMDAREELHEE -
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NOTES TO FINANCIAL STATEMENTS

B 75 R & MY =

31 December 2017

—E2—+F+=-A=+—H

34. BUSINESS COMBINATION (continued)
Impact of acquisition on the results of the Group
(continued)
SZZH (continued)
The unaudited pro-forma financial information set out
above is for illustrative purpose only on the effect of
the acquisition of SZTI, FIFR and SZZH having been
completed at the beginning of the year ended 31
December 2016. The unaudited pro-forma financial
information set out above is not necessarily an
indication of turnover and results of the continuing
operations of the Group nor is it intended to be a
projection of future results.

35. DISPOSAL OF SUBSIDIARIES

(a) On 30 May 2017, the Group entered into a
sale and purchase agreement to disposal of
its 100% equity interest in Hunan Meiming
Wenshi Jiuguijiu Sales Limited (“Hunan
Meiming”) to an independent third party
(the “Purchaser”) for cash consideration of
RMB10,000,000 (equivalent to approximately
HK$11,512,000). The disposal was completed
on 22 June 2017. Summary of the effects of
the disposal is as follows:

34.

35.

ERa6t (&)
WEHAEEEETE (F)

RN (&)
EXFEREEZBEMGERIE
P R UEE R I B R IR AR R 7 B
RINENERBE_ZT—RF+_H
=t HLEFERRE TR ZFE £
N R EEZEEMBHERL RN
AEEREREEBZEEXBRESR
TRIERRER ZTEM

HEHE AR
@ R-T—tFRAA=+H &=

BV EEmE MBLE=7
(TER]EEHERMAEESRM
B RBEEBR AR ([
EZzrERE BeRER
AR #10,000,0007T (& R4
11,512,000/ 7T) - ZEEERZ
E—+ENAZT_BRK-H
EIRERENT

Consideration: RE:
HK$'000
FAET
Total consideration BB 11,512
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

Deposits, prepayment and other

B E AN RUR K At FE YR IR

35. DISPOSAL OF SUBSIDIARIES (continued) 35. HEMBAT (&)
(@  (continued) (@) (&)
Analysis of asset and liabilities over which REESECEERAEBST:
control was lost:

Acquiree’s
carrying
amount
and fair

value

WL 2
REER

ARE
HK$'000
FHET
Non-current assets FRBEE
Property, plant and equipment M HE R 5
Current assets RBEE
Inventories FE 3,573
Trade receivables FEWE 5 BR K 1,679

receivables 1,266
Cash and bank balance R& KIRTT4 84 617
Current liabilities RBEE
Trade payables JEfT 8 5 BRK (63)
Accruals and other payables FESTE B K E S 5B (5,082)
Amounts due to related companies AN NGIE/ ¢ (138)
Tax payables JE B8 (409)
Net assets disposal MO E&EEFE 1,448
Release of exchange reserve A H 6 B 18 o) B R

upon disposal 387

1,835

PELAREXEEZRERAD A
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g E

31 December 2017
—E—+F+-A=1+—H

35. DISPOSAL OF SUBSIDIARIES (continued) 35. HEMB AT (&)
(@)  (continued) @) (#&)
Gain on disposal of subsidiaries HEWB QA 2z Ws
2017
HK$'000
FExT
Consideration receivable UK E 11,512
Net assets disposed FrtEEEFE (1,448)
Release of exchange reserve upon A H 6 B 48 o) BB 5 R
disposal (387)
Gain on disposal HE 2z ks 9,677

Net cash inflow on disposal of subsidiaries

HEMBARZRERAFHE

2017
HK$'000
FHET

Consideration received in cash and AR & MIRTTAE R AR 2 R (B
bank balance 11,512
Less: cash and bank balance disposal of & : FTH &R & K IB1T 4% (617)
10,895

(b) On 4 October 2017, the Group entered into
a sale and purchase agreement to disposal of
its 100% equity interest in Rightsouth Limited
("Rightsouth”) to an independent third party
(the “Purchaser”) for cash consideration of
RMB3.8 million (equivalent to approximately
HK$4.48 million). The disposal was completed
on 27 October 2017. Summary of the effects of
the disposal is as follows:

RZE—tF+AmEA - AE
B VEEWSE MBILE=
7 ([E 1) & ERRightsouth
([Rightsouth |) z & &f ig 4% - 1R
ERE R AR3,800,0007T (1H
B R #14,480,0008 L) c iz &
ERZZE—tF+A=Z+ERA®T
KoM EZERENT

Consideration: RE:
HK$'000
FAETT
Total consideration BB 4,484
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5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

35. DISPOSAL OF SUBSIDIARIES (continued) 3. HEMEBALAT (&)
(b)  (continued) by (%)
Analysis of asset and liabilities over which KREZREECEEREBD T
control was lost:
HK$'000
FET
Non-current assets RBEE
Property, plant and equipment Y BB NREE 48
Current assets REEE
Inventories = 16,073
Trade receivables JEUE 5 BR K 1,147
Deposits, prepayment and other e TR FRIE K E A FE Y RIE
receivables 4,037
Cash and bank balance N & KIRITH R 3,171
Current liabilities REBEE
Trade payables e E 5 BR K (5,426)
Accruals and other payables FEEH & A I B th & < k18 (12,115)
Amounts due to related companies FET B A B FRIB (118)
Net assets disposal FrtEEEFE 6.817
Release of NCI upon disposal A H 6 B 18 [0 SR AR R 2 (1,920)
Release of exchange reserve upon A H 6 B 48 [ BB R
disposal (1,795)
3,102

FELEAREESEEZERERAT | 221
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31 December 2017
—E—+F+-A=1+—H

35. DISPOSAL OF SUBSIDIARIES (continued) 35. H:}%M{I’E’A\ﬁl (8B)
(b)  (continued) b) (&)
Gain on disposal of subsidiaries HEWB QA 2z Ws
2017
HK$'000
FExT
Consideration received BEWARE 4,484
Net assets disposed FrtEEEFE (6,817)
Non-controlling interests R R = 1,920
Release of exchange reserve upon BB~ R AR 48 [0 BB 3 1
disposal of subsidiaries 1,795
Gain on disposal &z W 1,382
Net cash inflow on disposal of subsidiaries HEWB AT ZIES R AESE
2017
HK$'000
FET
Consideration received in cash and IR & RIRTTHEHREL 2 R(E
bank balance 4,484
Less: cash and bank balance disposal of & : AT &R & M IR 1T 45 & (3,171)
1,313
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Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

35.  DISPOSAL OF SUBSIDIARIES (continued) 35. HEKBLAT (&)

o)

As disclosed in note 34, the Group acquired )
Shenzhen Tronsin Illuminating Technique
Limited (“SZTI”) during the year. However,
due to the delay of construction projects, the
management re-assessed the risk and return
concerned, and taking into consideration of
other better investment opportunities, the
Group disposed the 51% equity interest of
SZTl to independent third parties for a cash
consideration of RMB35,000,000 in August

AN AT TR AR BN F
R R AL BBARI AR
AR (RYNBISCERRA]) < FA1m -
HMRERBELCE EREBEH
A ERR B R & E
HhEEREKE KAEER_-ZF
—RNENAULREREARK
35,000,000 CAIBY E = H HE
FYIBI BB 2 51 % AR AE o

2016.
2016
HK$'000
FERT
Total consideration HARE 39,085
Less: Net assets including in B N EIEEEFRE
assets of disposed groups of: (FFALBHERZEE) -
Property, plant and equipment M WE &G 256
Goodwill kS 43,341
Inventories 731 215
Trade receivables JEWE 5 BR K 2,822
Prepayments, deposits and other AT FRIE - e KA M R GRIA
receivables 1,625
Cash and cash equivalents ReRBREEEY 94
Trade payables FERTE S RRN (56)
Other payables and accruals H BRI R EET B R (9,931)
38,366
Add: Release of exchange R EREEIE N ERE
difference upon disposal 116
Add: Non-controlling interests m:REER 2 FEERER
upon disposal (2,438)
Loss on disposal of the subsidiary ~ HE&EMWEB QA ZE1E (1,603)
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2017 &3,

223



224

NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—T—+F+=-_HA=+—~H”

35. DISPOSAL OF SUBSIDIARIES (continued)
Q) (continued)

An analysis of the net inflow of cash and cash

35. HEMWBATR (&)
0 (&)

HEELZHERREEEYMR

equivalents in respect of the disposal is as NEEDNWT
follows:
2016
HK$'000
FHET
Cash receivable FEYR & 39,085
Cash and cash equivalents FItEZHe RRSEEY
disposed of (94)
Net outflow of cash and cash HEMBRARIEELECR SR
equivalents in respect of REFEYRLFE
the disposal of the subsidiary (94)
36. PLEDGE OF ASSETS 36. EEER

Details of the Group’s bank loans, which are secured
by the assets of the Group, are included in notes
26and 28, respectively to the financial statements.
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37.

NOTES TO FINANCIAL STATEMENTS

OPERATING LEASE ARRANGEMENTS

The Group leases certain properties under operating
lease arrangements. Leases for properties are
negotiated for terms ranging from one to five years.

As Lessees

At 31 December 2017, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

37.

B 7% 3R 2% Bt E
31 December 2017
—E—+tF+=-A=+—H
REHETH
AEEREBELKEHETHHEETY
X-MEHEHER—ERFHEHB-

EREABEA
RZE—+tF+-A=1+—H0 x5E
RIET A A E OB RRKE
He@EBmMT:

2017 2016
HK$'000 HK$'000
TET FAETT
Within one year —F R 144,411 25,916
In the second to fifth years FE_EZFRF 427,866 40,136
Beyond five years B hF 372,644 187
944,921 66,239

As Lessors EHBEHBEA

At 31 December 2017, the Group has contracted
with tenants for the following future minimum lease
payments:

RZF—EF+ZA=+—H0 Fx&H
SR B B A R AR R AR A B A FRET 4 -

2017 2016

HK$'000 HK$'000

TET FAETT

Within one year —FR 93,909 49,607
In the second to fifth years FE_EZFERF 86,588 131,479
180,497 181,086
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

—E—+F+-A=1+—H
38. MATERIAL RELATED PARTY TRANSACTIONS AND

BALANCES

(@) Transactions with related parties and
connected transactions

(i)

The Group's bank loans of
HK$87,171,000 (2016: HK$43,997,000
consisted of two bank loans) consisted
of five bank loans.

The bank loan of HK$42,745,000
were guaranteed by Shenzhen Jianlai
Industrial Co., Ltd. ("/RIITTEKEEH
FR27]"), a related party of the Group,
Mr. Jiang Jianjun, the director of the
Group, the Company and independent
third parties.

The bank loan of HK$39,623,000 was
guaranteed by the investment property
of the Company, Mr. Jiang lJianjun and
his wife.

The bank loans of HK$4,803,000 were
guaranteed by Shenzhen Mumianhui
Investment Funding Limited (“;& 3l
ABEREEEBRAF"), the non-
controlling shareholder of the Company
and independent third parties.

In 2016, the bank loan of
HK$43,997,000 was secured by
properties held by Linxianghuayin
Properties Investment and Development
Co, ltd. ("R MEREXKELRES
FR27]"), a related party of the Group,
and guaranteed by Mr. Jiang Jianjun, the
director of the Group.
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38. EXFEALIRZREER

(a) EBEATETZXZRBEX

2

(i)

RNEBKRIITER
87,171,000 L (=&
— /N4 143,997,000
L BREMERITER) 8
FERERITER

#R17 B 542,745,000 7T
TERAREREA TR
MEREXRARAA A
SEEETRERALE A
NAEINBIUE=TTELE
Re

R 1T E 3(39,623,000 7T
TEARRREME T
BRELERAZTELE
Re

$R17E 5%4,803,000/8 7T Y
HRJITMABEREES
BER AT ARRQRIEZRK
MR RBYE=ZF1ELE
Re

RZZTE—RF RITER
43,997,000/ 7T J A AN &
ERAEATERMAEREE
KEZRBRARFAN
MEEERR YHEAEE
EETREELAIEER



NOTES TO FINANCIAL STATEMENTS

38. MATERIAL RELATED PARTY TRANSACTIONS AND
BALANCES (continued)
(@) Transactions with related parties and

connected transactions

(ii)

On 13 May 2015, the Company
entered into the Framework Agreement
with the supplier to the supply of the
products. Beidahuang Marketing Co.
is a connected person of the Company
at the subsidiary level. The Supplier
is the group company of Beidahuang
Marketing Co., which is also a
connected person of the Company
at the subsidiary level. Therefore, the
transactions contemplated under the
Framework Agreement constitute
continuing connected transactions for
the Company. The aggregated annual
caps for transactions contemplated
under the Framework Agreement for
each of the three years ending 31
December 2015, 2016 and 2017 are
HK$576 million, HK$950 million and
HK$1,045 million respectively. During
the year ending 31 December 2017,
there was a total purchase of staple
food amounting HK$20,835,000 (2016:
HK$12,640,000).

In addition to the purchase of staple
food from Beidahuang Marketing
Co., the Company has paid interest
expenses HK$2,064,000 during the
year ending 31 December 2017 (2016:
HK$1,698,000).

Bt 755 R AR B

31 December 2017
—E—+F+-A=1+—H

38. EXBFEALIXRZRERR (&)

(a) EBEATETZIXZRBEX

2
(ii)

RZEBE—RFERA+=
B AQaE EEEERT L
EERSE UEHEER-
IR EHER D BRAA
BARN AN B A EE R
HEALT HERAILX
MEHERNDERARNSE
ENCTRN B A =D
AR AR INAERR B
BARIBARANBEEAL-
Eit - ERHEE TS
TR SBEEAERAH
BEBRERS -BE=-Z
—hRF —E—REKZ
ETZ—+F+-_A=+—8H
E=EFEEF EEH
FETRENTRZINETF
& £ 5 Bl A576,000,000
7 7T + 950,000,0007% 7T &
1,045,000,000/8 7T ° & &
—E—tFF+A=1+—
HEFE FREMBE
B %5 520,835,000/ 7T
—Z— X4 112,640,000
BIT) °

HEZZT—tF+=A
=+—BHLEFE Kmik
K& HBR MO BRARE
BEXrRmMIN ARFEX
% 5.5 22,064,000 7T
(ZZF—7X% 1,698,000
BIT) o
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BB SRR Y R

31 December 2017
—T—+F+=-_HA=+—~H”

38. MATERIAL RELATED PARTY TRANSACTIONS AND

BALANCES (continued)

(b) Outstanding balances with related parties:

38. EAXBEALIRZRHEER (H&)

(b) EEBAEATZHREBER:

2017 2016
Notes HK$'000 HK$'000
i TERT THET
Due from related parties FEWRIE A B
Shenzhen Baichengwandian R 3II & 4 & 5 1 & 5
Supply Chain EEERAA]
Management Limited (iif) 4,857 -
Hunan Nanshan Mineral W LR R K
Water Company Limited BRAA] (i) - 4,245
4,857 4,245
Due to related parties ENREALRE
Mr. Jiang Jianjun TRERE (ii) 848 -
848 -
Notes: MisE
(i) Companies under significant influence of Mr. 0) ZENRRIEELAEEKR
Jiang Jianjun. =2
(i) A director of the Company. (i) KRAREE -

(iii) Companies controlled by Mr. Ke Xionghan.

The balances with other related parties are unsecured,

interest free and have no fixed terms of repayment.
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—Z—+F+-A=+—H
38. MATERIAL RELATED PARTY TRANSACTIONS AND 38. EXBEALIXRZRER (E)
BALANCES (continued)

(c) Compensation of key management (c) TEETEBASCEE
personnel
2017 2016
HK$'000 HK$'000
FTET FHET
Short term employee benefits %2 #i{& 8 12 7 7,911 5,430
Post-employment benefits BB 2B 18 18
Equity-settled share option NIREEE 2 ERER X
expense 1,493 5,786
Total compensation paid to INTEEBTEAB ZHEHLRE
key management personnel 9,422 11,234
Further details of directors’ emoluments are BHEENE 2 E—FSHEH NG5
included in note 8 to the consolidated financial FEIRFTHTEES ©
statements.

FELEAREEXESEEZERERAT | 229
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017
—E—+F+-A=1+—H

39. BENEFITS AND INTERESTS OF DIRECTORS 30. EENEZNERS
The information about loans, quasi-loans and other BREAANRISHERB AR AE
dealings entered into by the Company or subsidiary ENTIEFRATHANER EEXR
undertaking of the Company, where applicable, in EEMZS (WER) ERIFH W T :
favour of a controlled body corporate of directors is as
follows:
Outstanding Maximum
amount Outstanding outstanding
Total atthe  amount at amount Amount
amount  beginning the end during due but
Name of borrower payable  of the year  of the year the year not paid

FAH FRM FRH
Eft  AfEEz  KEEZ AEE  HERE
BRAEE REAR RE RE  RELR  BHAXAS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TET THET TET TET

As at 31 December 2016 RZE-—R"E+ZA=1+—H
Loans:- B -
Shenzhen Jianlai Industrial Co., Ltd. RITRREEERRA
(Connected director: Jiang Jianjun) (BEEs:18E) 13,131 13,131 — 13,131 =
Shenzhen Guangshenhang ATERTEEERAR
Wine Company Limited (BEES IEK)
(Connected director: Jiang Jiancheng) 2,388 2,388 - 2,388 -
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NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of

40.

tMIEBEDE

RBEEAR - EFERTAREEN

financial instruments as at the end of the reporting T
period are as follows:
Financial assets SRIERE
2017 2016
Financial Financial
assets at fair assets at fair
value through  value through
profit or loss profit or loss
ERER R ioE=biny
BARESER RAAETEK
NEeMEE e A E
Notes HK$'000 HK$'000
B & THET TET
Financial assets at fair value FBREREANE
through profit or loss FIBRH R RLE B 15 35,756 63,997
2017 2016
Loans and Loans and
receivables receivables
BERk BERk
PE W TR 8 FE W RIA
Notes HK$'000 HK$'000
P & TER THET
Advance to associates MBS N EIEL 2B 20 = 39,498
Trade receivables FEUE 5 BR X 22 78,926 35,582
Financial assets included in STATERRIEA
prepayments, deposits and e REMEK
other receivables B CEEE 24 335,602 243,108
Loan receivables FEUE X 16 362,576 82,442
Due from non-controlling JE W B /B R FE 12 R
shareholders of subsidiaries P& R RE - 132
Due from related parties FEUs A A 308 38 4,857 4,497
Pledged deposits EEFFER 25 214,233 6,700
Cash and cash equivalents BekBeEEY 25 66,183 62,539
1,062,377 474,498
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

s

40.

41.

FINANCIAL INSTRUMENTS BY CATEGORY 0. 2RI BEDE (&)
(continued)
Financial liabilities =L
2017 2016
Financial Financial
liabilities liabilities
at amortised at amortised
cost cost
REBHEB A RE SRR
SRz 582
tRAE TRAE
Notes HK$’'000 HK$'000
B &E THERT FET
Trade payables B SR 26 91,694 120,016
Financial liabilities included FHAE A B 3RIE K
in other payables and accruals B ERzeRMAE 27 138,132 149,115
Bank and other borrowings RITREMEER 28 427,121 83,837
Due to related parties JERT A TRIB 38 848 =
Convertible bonds AR ES 189,436 -
849,231 352,968
The carrying amounts of the above balances P s REEEEAAERESE-
approximate to their fair values.
FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41. £RiEAMEEZEERERE

POLICIES

The Group's principal financial instruments comprise
bank and other borrowings, amounts due from/to
related parties and cash and cash equivalents. The
main purpose of these financial instruments is to
raise finance for the Group’s operations. The Group
has various other financial assets and liabilities such
as trade receivables and trade payables, which arise
directly from its operations.

The main risks arising from the Group's financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of
these risks and they are summarised below.

China Beidahuang Industry Group Holdings Limited
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41.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41.
POLICIES (continued)

Interest rate risk

The Group's interest rate risk arises primarily from
interest-bearing borrowings. Borrowings issued at
variable rates and at fixed rates expose the Group to

cash flow interest rate risk and fair value interest rate

risk respectively.

The Group's interest rate profile as monitored by
management is set out in (i) below.

) Interest rate profile
The following table details the interest rate

Bt 755 R AR B

31 December 2017
T—tF+=-A=+—AH
ﬁmﬂﬂﬁ"éEZE ERBEK (&)

A 2= @B

AEENNXERTIEZREFTREE-
RFERERBHNEREDBIEAREE
RS RAMERAR A AENEE

G o
A

EEEERASENMNERFREAN T
(i) °

“  FEEX
TRALBERRAKEEEN

profile of the Group's borrowings at the end of | =
the reporting period:
2017 2016
Effective Effective
interest rate interest rate
pa. % HK$'000 p.a. % HK$'000
EREA=E ERFEFE
% THERT % FET
Variable rate borrowings: ¥ EMEE
Bank loans - secured BIER-BHEMA 3.9-10.5 196,195 7.98 43,997
Other loan-secured EwER-EHF 12-18 4,803 - -
Other loans-unsecured HER - &R 4.35-18.25 47,123 56 39,840

At 31 December 2017, it is estimated that a
general increase/decrease of 50 basis points
in interest rates, with all other variables held
constant, would have decreased/increased
the Group’s profit after tax and retained
profits by approximately HK$7,694,000 (2016:
HK$350,000).

RZE—+tF+ZA=+—08 ik
PR FH  THSOMEER MATE
HMEBHREFIENERT  AEERK
i 18 50 A AR B3 A R 12 49
7,694,000/ 7T (== — /X4 : 350,000
EIL) °
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NOTES TO FINANCIAL STATEMENTS
g E

31 December 2017

41.

—tF+ZA=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Interest rate risk (continued)

) Interest rate profile (continued)
The sensitivity analysis above indicates the
instantaneous change in the Group’s profit
after tax and retained profits that would arise
assuming that the change in interest rates had
occurred at the end of the reporting period and
had been applied to the exposure to interest
rate risk for non-derivative financial instruments
in existence at that date. The analysis is
performed on the same basis for 2017.

Foreign currency risk

The Group's businesses are located in Mainland China
and all transactions are conducted in RMB. Most of
the Group's assets and liabilities are denominated in
RMB, except for certain bank balances denominated
in Hong Kong dollars (“HKD"”) and United States
dollars (“USD"). The Group has not hedged its foreign
exchange rate risk.

The Group currently does not expect any significant
movements in the exchange rate of USD to HKD and it
is mainly exposed to the effects of fluctuation in RMB.
The Group currently does not have a foreign currency
hedging policy, however, the management monitors
the foreign exchange exposure and will consider
hedging significant foreign currently exposure should
the need arise.
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41.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group trades only with recognised and
creditworthy third parties. It is the Group's policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not
significant.

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents, pledged
deposits, loan receivables, amounts due from
related parties and non-controlling shareholders of
subsidiaries and other receivables, arises from default
of the counterparty, with a maximum exposure equal
to the carrying amounts of these assets.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed
by counterparty, by geographical region and by
industry sector. There are no significant concentrations
of credit risk within the Group as the customer bases
of the Group’s trade receivables are widely dispersed
in different sectors and industries.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables
and other receivables are disclosed in notes 22 and 24
to the financial statements, respectively.

41.

Bt 755 R AR B

31 December 2017
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TREREEERERBER ()
FERR
AEEERERTAEEREZE=T
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31 December 2017

s

41.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 4. 2REREEZEERBEK (E&)
POLICIES (continued)
Credit risk (continued) &Rk (&)
The Group monitors its risk to a shortage of funds REFFBREE U RERE T AR
using a recurring liquidity planning tool. This tool SRR X TEGESHTANRS
considers the maturity of both its financial instruments EhEE (INEWE SEZLRERE ) E|H]
and financial assets (e.g., trade and bills receivables) HEIRIEA S BEANIRE -
and projected cash flows from operations.
The Group’s objective is to maintain a balance REF 7 BERAERETERLEAME
between continuity of funding and flexibility through BEERLEESCHNIEEERET M-
the use of bank loans and other interest-bearing loans.
The maturity profile of the Group's financial liabilities REREHIR  REBEERDET4B KA,
as at the end of the reporting period, based on the BN#Zz4MaE3HERmT:
contractual undiscounted payments, is as follows:
2017 2016
Within 1to Within Tto
1 year 2 years Total 1 year 2 years Total
£ -EZ@WEF At —FR  —EWF =it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TERT TET FER FER FAR
Trade payables LRECETY 91,694 - 91,69 120,016 = 120,116
Financial liabilities included in SEARMERFER
other payables and accruals EABR EHERE 138,132 - 138,132 149,15 = 149,115
Bank and other borrowings RITRAMEE 427,121 - 211 83,837 = 83,837
Due to related parties ENBEATHE 848 - 848 = S =
Convertible bonds RRES 189,436 - 189,436 = = =
847,231 - 847,231 352,968 - 352,968
Capital management EXRERE

The primary objectives of the Group’s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.
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41.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management (continued)

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital
structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2017 and
31 December 2016.

The Group monitors capital using a gearing ratio,
which is net debt divided by the capital plus net debt.
The Group's policy is to maintain an optimal capital
structure which reduces cost of capital. Net debt
includes trade and bills payables, other payables and
accruals, bank and other borrowings, amounts due
to related parties and, convertible bonds less cash
and cash equivalents and pledged deposits. Capital
includes equity attributable to owners of the parent.
The gearing ratios as at the end of the reporting
periods were as follows:

41.

B S R R F
31 December 2017
—E—+F+-A=1+—H

TREAREERE B ERBER (H)

BEAERE (&)
AEERBEEBEANEHREBEE
ZRBREBE EEEEAEBWIENSA
B REFBIARERERE A&ET
BEERABERRRE RRFREEARY
BETHNAR o AR B0 24X fa] S0 2R e i
ZEERBEEMR - BHE_ZT—+F+=
A=T—BEZF—RF+A=1+—
HEFERN AEBEUEERAEEESR
Az BiE BERFIEF-

AEEANEARBEL R (EFFRERA
BARMEBFR)EZEERABR -KNE
BHBR SRR RENERRE B
BARRAR B FABEENE ZRZK
REF HtENFIBELESER R
ThEMEE BAEEALRATBEK
B UHEREMREEENNIEER
HER - BEXRBESARER ARLRE
HoRMERR ERNBELERMAT:

2017 2016

HK$’000 HK$'000

FET FAT

Bank and other borrowings RITREMEE 427,121 83,837
Trade and bills payables ENEZERRENRE 315,144 120,016
Other payables and accruals Hib N RIBEREETER 138,132 149,115
Due to related parties T REE A T3R8 848 -
Convertible bonds AR E S 189,436 -
Less: Cash and cash equivalents IR RREEED (66,183) (62,539)
Pledged deposits [T (214,233) (6,700)

Net debt FET 790,265 283,729
Capital &R 1,462,207 925,425
Capital and net debt BARRER FHE 2,252,472 1,209,154
Gearing ratio BEARBELE 35% 23%
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—E—+F+-A=1+—H

41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41. 2REREBEZEERBEK (E&)

POLICIES (continued)

Fair value measurement NAESE

Inputs to valuation techniques used to measure the HEARERERIEDRIEAEYENS

Group's financial assets at fair value through profit or BREEMERNEERTZ @ ASIEBE

loss had been categorised as level 1 and level 3 within NABEEBERSEE—LBRERE=H N

the fair value hierarchy which is defined as follows: HEBRTEEWNT

o Quoted prices (unadjusted) in active markets for o HRAEES B ENTRT ISR
identical assets or liabilities (Level 1). B (RLEHFHE) (F—4) -

o Inputs other than quoted prices included within o B — P A ) RB LAYMNIE A
Level 1 that are observable for the asset or MEESEaEREE (WER)XHE
liability, either directly (that is, as prices) or 2 (BE A ER) SR ASE
indirectly (that is, derived from prices) (Level 2). (EBE=#) °

o Inputs for the asset or liability that are not o WIEHR A EBERMESENEE
based on observable market data (that is, S EEZH AZE (AT &R
unobservable inputs) (Level 3). BAEE) (=) o

The financial assets and liabilities measured at fair RIEAEB R RERPIRAALETENS

value in the consolidated statement of financial MEENRBBEOAUTARBERES:

position are grouped into the fair value hierarchy as

follows:

2017 2016
Carrying Fair Carrying Fair
amount value amount value
BHE ARE RHE AnE
Financial liabilities EA A=
Convertible bonds ARRES 189,436 191,600 - -
2017
Level 1 Level 2 Level 3 Tota
E-@ gt =R # 5t
HK$'000 HK$'000 HK$'000 HK$'000
TER TERT TERT TERL
Financial assets tHEE
Financial assets at fair value BRERRANLE
through profit or loss NN SREE 35,756 - - 35,756
2016
Level 1 Level 2 Level 3
E—5 F-5 E=
HK$'000 HK$'000 HK$'000 Total
TET TET THET st
Financial assets tREE
Financial assets at fair value BRERRANE
through profit or loss TGRS REE 57,408 - 6,589 63,997

238 China Beidahuang Industry Group Holdings Limited
Annual Report 2017




41.

NOTES TO FINANCIAL STATEMENTS

B S R R F
31 December 2017
—E—+F+-A=1+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41. cREREBEZEERBEK (&)
POLICIES (continued)
Fair value measurement (continued) NAESE (8)
Some of the Group’s financial assets are measured REFBEFLREENEREHRED
at fair value at the end of each reporting period. The HEFE . TR RABNABETZE
following table gives information about how the fair SREBEAABEZEE (LEEMAM
values of these financial assets are determined (in BRI R AEE) o
particular, the valuation technique(s) and inputs used).
Relationship of
Fair value  Valuation Significant unobservable inputs
Financial assets 2017  hierarchy  technique(s) unobservable inputs  Range  to fair value
EXTABE TABE@A
SREE “E-tFE  QAAEER MAERE BARE gE HERNAEZHE
HK$'000
TR
Financial assets at FVTPL
ERERRDALEIIEN
tREE
Listed securities 35,756 Level1 Quoted bid price in N/A N/A N/A
an active market
rHES 3575  E—#& ERMEABREAE  TEA TER TEA

During the year ended 31 December 2017 and 2016,
there were no transfers between Level 1 and Level 2,
or transfers into or out of Level 3. The Group's policy
is to recognise transfers between levels of fair value
hierarchy as at the end of the reporting period in
which they occur.

BE_ZE—+tFR-ZE—RF+=A
=+ —HALFE - F—HREF_HFME
WHREER MW EE ALEHE= R
AEEMBREBANBERER 2 HHE
BT AN RS BRER -
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42. RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES
The table below details changes in the Group’s
liabilities arising from financing activities, including
both cash and non-cash changes. Liabilities arising
from financing activities are those for which cash
flow were, or future cashflows will be classified in the
Group's consolidated statement of cash flows from
financing activities.

42 RMEFTDHELENEEUR

TRFMARERE ML EDHE R

B BREASNIFRESE

B EEE

PMEAMBEDNARESREMBC K
KR REFEAEBEASMBRERP
DHESRBRDFELENRERE -

Bank
and other Convertible

borrowings bonds Total

RITR
HtfEg g AR ES mat
HK$'000 HK$'000 HK$'000
FET TET FET
At 1 January 2017 R-ZZE—+F—H—H 83,837 = 83,837
Accrued interest e HLE 30,291 14,415 44,706
Interest paid BFE (30,291) (11,343) (41,634)
Financing cash inflows MEERSARA (251,994) = (251,994)
Financing cash outflows MER ML 554,805 186,364 741,169

New loan acquired BREHEHBA

through business combination HFE X 22,379 = 22,379
Currency translation adjustment & ¥ # & & 18,094 - 18,094
427,121 189,436 616,557

China Beidahuang Industry Group Holdings Limited
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INTERESTS IN SUBSIDIARIES
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43. BRI ER

Particulars of the subsidiaries are as follows: MEBATEEBMT:
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
TR/ BRTLE/
A% HEMREE R HERRAEE ARREERERES L TEEY
Direct Indirect
Ef Bk
China Silver Group Holdings Limited Hong Kong HK$100 100 - Investment holding
hEREEERERAF BE 100 7T REEK
Most Success Corporation Limited Hong Kong HK$10,000 - 40 Lending of logistic
BREZERNF £ 10,0007 facilities
HEMR R
BAPP Ethanol Holdings Limited BVI/Hong Kong US$4,450,682 100 - Investment holding
RERARES/ 4,450,6824% 7T REER
B
Keen Vitality Holdings Limited BVI/Hong Kong US$50,000 100 - Inactive
REHARKE/ 50,000% 7T TiER
B
Power Range Holdings Limited BVI/Hong Kong Uss2 - 100 Investment holding
NEREREBR AR RRERRES/ 2ETT REZK
B
JGJ (China) Group Limited Hong Kong HK$1 - 100 Investment holding
EFhEt (PE)EEERAF & BT REZRK
Shenzhen Meiming Wenshi PRC/Mainland China RMB55,000,000 - 100 Distribution of
Trading Limited (i) FEL/ R E R, AR ®55,000,0007C wine and liquor
AmEEBEEHERR AR DEBE
Harbin Meiming Wenshi Spirit PRC/Mainland China RMB5,000,000 - 100 Distribution of
Sales Co., Limited (i) RE /R E R AR #5,000,0007T wine and liguor
RBEXEMEBXHEBRAF) pakichit
Shenzhen Beidahuang Green Food PRC/Mainland China RMB10,000,000 - 50  Sales of green food
Distribution Limited (i), (i) RE/ R ERL A #10,000,0007T products
AP RFAR B R MR HEHERM
BB AA) (i)
Ever Gain Hong Kong Development Hong Kong HK$100 60 - Lending of logistic
Limited B0 1007 7T facilities
XEERERERAA HEMR R
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43.

INTERESTS IN SUBSIDIARIES (continued) 43. AMIBARIHREZR ()
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
B3 BRITLE/
A8 EMREE AMRAEE AARELBREADL TEXH
Direct Indirect
E# A&

Shenzhen Guanghengya PRC/Mainland China RMB1,000,000 - 80  Investment holding
Trading Company Limited (i), (iv) FE/ R E AL AR 1,000,000 BREER
(Formerly known as Shenzhen Jianlai
Meiming Wenshi Investment and
Development Company Limited)

AYTEEREEHERAF) (v)

(AR TRRE AR
BREERBRAA)

China Lingnan Group Limited (Formerly ~ Hong Kong HK$1 100 - Inactive
known as Skymax International B 1T NER
Investment Enterprised Limited)

hEEEREERAR
(FIBRHERRECEERAR)

China Phoenix Group Limited Hong Kong HK$1 100 - Inactive

FEEREEERRA BE 1T TEE

Shenzhen Pendga Rongtong PRC/Mainland China RMB10,000,000 - 100 Investment holding
Trading Limited (iv) RE/RE R AR #10,000,0007T and money leading

AT ERBEEBRAR(Y) REZBRME

Hong Kong Beidahuang Hong Kong HK$10,000 100 - Investment holding
Investment Limited B0 10,0007 7T REER

BELARTREFRAA

Shenzhen Qianhai PRC/Mainland China UsD10,000,000 100 - Money lending
Dahuangyuan Financing Lease RE/ B A 10,000,000% 7T mE
Company Limited (iv)

AYTRBARGREEE
AR R F(v)

China Beidahuang Logistics Limited Hong Kong HK$10,000 100 - Inactive

RESEARDRERAF BE 10,0007 Ak

China Beidahuang Industry Group Holdings Limited

Annual Report 2017



43.

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017

—E—+F+-A=1+—H

INTERESTS IN SUBSIDIARIES (continued) 43. AMIBARIHREZR (&)
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
BRI BRITLE/
A8 EMREE AfRAEE AARELBRERAL TEXH
Direct Indirect
E# A&
Shenzhen Beisiluo Trading Co., Ltd PRC/Mainland China RMB45,880,000 - 100 Investment holding
RITEHEREERAA HE/ BN AR #45,880,0007C REER
Fujian Fang Run Construction Group PRC/Mainland China RMB50,000,000 = 51 Construction business
Company Limited (iv) B/ B A AR #50,000,0007T BRERER
BRETHRESEERAA(Y)
Shenzhen Bichang Trading Co., Ltd PRC/Mainland China RMB10,000,000 - 100 Investment holding
RINTEEESHERRA HEL/HE N AR #10,000,0007T REER
Zhongshan Shuixiang Tourism PRC/Mainland China RMB10,000,000 - 99  Tourism business
Development Co., Ltd RE /R E A AR #10,000,0007 g
RS RERERRAR
Zhongshan Minzhong Shuixiang PRC/Mainland China RMB500,000 = 70 Tourism business
Tourism Co., Ltd hE/hER AR #500,0007C IR EH
RIlHRRKBHERAE]
Shenzhen Zhenhe Investment PRC/Mainland China RMB48,000,000 - 100 Investment holding
Development Co., Ltd R R E A AR #48,000,0007T BRAER
RITENRERRARA A
Beijing Chuangzhangu Desheng PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd RE /R E R AR 1,000,000 and facilities in PRC
ERERABBREERERAF RHBERERRNER
R
Beijing Chuangzhangu Wangxin PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd R E A AK1,000,0007T and facilities in PRC
TRARAEHREEEERAA RREEERANER
B3
Beijing Mumian Shangyuan PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd FE /R ERL AR #1,000,0007T and facilities in PRC

ERAMETREBERERAT]

ROEBERADER

R
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43. INTERESTS IN SUBSIDIARIES (continued) 43. AMIBARIHREZR ()
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
S CRITEE/
a8 MR EE R MR AEE RAREEEREDH TEEH
Direct Indirect
E# Gk
Shenzhen Nongjiayuan Agricultural PRC/Mainland China RMB10,000,000 - 51 Sales of primary
Products Delivery Company Limited & B,/ Bl A3 AR #10,000,0007T agricultural products
RITERERE KX NRREMHEE
BRARA
Shenzhen Ming Jian Gold PRC/Mainland China RMB80,000,000 - 100 Rental business
Industry Limited RE /R E R AR #80,000,0007 BEEL
AARSEFRADA
Shenzhen Huajinhuayin Industry PRC/Mainland China RMB39,000,000 - 100 Investment holding
Company Limited R/ E A AR #39,000,0007 REZR
RITEREREZARRA
Linxiang Qiangsheng Mining Industry ~ PRC/Mainland China RMB60,950,000 - 100 Trading of mineral
Company Limited FE R E A AR #60,950,0007T products
BRTREREREREALNA BERES
Notes: B 5 -
(i) Registered as a wholly-owned foreign enterprise (i) BREFEAEIMABINEBERSE-
under the PRC law.
(ii) Registered as a sino-foreign equity joint venture (ii) RIBRBENEEIM AR INEGERE-
under the PRC law.
@iy ~ The Company holds majority of members in the (iif) KRR BEEES (RZERNE
board of directors which is the governing body of RS ) ZEEAL I BRSNS
these companies and therefore has the power to ZERNFMEREES =BG E
direct the relevant activities of these companies, and ZEERAWERERRIRER ]
is exposed, or the rights, to variable returns from the W BEENFEZZRRERE
investment with the investee, and has the ability the
are its power to affect the amount of those returns.
(iv) The English name of the above PRC companies is for (iv) LB AR EXZBEHRERZ

identification purpose only.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally
affected the results for the year or formed a
substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive

length.

China Beidahuang Industry Group Holdings Limited
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INTERESTS IN SUBSIDIARIES (continued) 43. RAHMBATIHER (&)
Details of the Group’s subsidiaries that have material REFEREAIEIERER B AT
non-controlling interests are set out below: ZEEHEH T
2017 2016
Percentage of equity interest held by JFEIZERRERMIFRER S
non-controlling interests:
Shenzhen Beidahuang Green Food RYNIER AR & R Bl X
Distribution Limited BRAF] 50% 50%
Most Success Corporation Limited EXEEER AT 60% 60%
Fujian Fang Run Construction BRENBREEEEGRAA
Group Company Limited 49% 49%
Shenzhen Nongjiayuan RN R RKE R E mBLX
Agricultural Products Delivery BRAR*
Company Limited* 49% -

* The subsidiaries were acquired during the year *

ZEMBARCRERNKE
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INTERESTS IN SUBSIDIARIES (continued) 43. AMIBARIHREZ (8)
2017 2016
HK$°000 HK$'000
FERT FHET
(Loss)/gain for the year allocated to DB FIEIERER 2 FE
non-controlling interests: (E518) Wiz -
Guangzhou Wine and Liquor BN EEEEEEEERAR
Franchised Stores Limited - (480)
Shenzhen Beidahuang Green Food YL R ER mEL X
Distribution Limited BRAA] 565 235
Most Success Corporation Limited BEREEER AR 9,156 202
Fujian Fang Run Construction Group ~ #@EE 7 HEEEBERAR
Company Limited 964 (92)
Shenzhen Nongjiayuan YT RKEREmMAL X
Agricultural Products Delivery BRAR]*
Company Limited* (95) =
Accumulated balances of RERE B EEE RS 2
non-controlling interests RETEERR
at the reporting dates:
Guangzhou Wine and Liquor BMNBEREEEEHARAA
Franchised Stores Limited - 1,813
Shenzhen Beidahuang Green Food FYNIE AR B R MR X
Distribution Limited BRAA (129) 5,767
Most Success Corporation Limited BREZEGR AR 7,846 (2,074)
Fujian Fang Run Construction Group &2 & 7 HEESBEER AR
Company Limited (1,988) (92)
Shenzhen Nongjiayuan YRR E R EmAL X
Agricultural Products Delivery BRAR]*
Company Limited* 250 -
* The subsidiaries were acquired during the year. * ZEMB AR D RERNURE -
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INTERESTS IN SUBSIDIARIES (continued) 43. E@Fﬁ'%ﬁﬁj E’g%é (f{y_ﬁ)
The following tables illustrate the summarised financial TR KB AT Z & E R
information of the above subsidiaries. The amounts BompESA N EMATIREMEZ

disclosed are before any inter-company eliminations: B :

Shenzhen
Fujian Nongjiayuan
Fang Run Shenzhen Agricultural
Construction Beidahuang Products
Group Green Food ~ Most Success Delivery
Company Distribution Corporation Company
Limited Limited Limited Limited
BRETA 3 b T ERE
EESE RERGEER BREE BERER
2017 3 BRAR BRAR BERAR ERAR
HK$'000 HK$'000 HK$'000 HK$'000
TER TERT TET TET
Revenue WA 230,523 284,768 46,073 219,935
Total expense s 232,491 285,898 30,811 219,74
(Loss)/profit for the year FE(58) /&7 (1,968) (1,130) 15,262 194
Total comprehensive (loss)income for the year FERE(BB)/hALE (1,968) (1,130) 15,262 194
Current assets RBEE 106,225 56,665 19,446 53,233
Non-current assets FRPEE 8,699 587,207 46,772 974
Current liabilities RBAE 91,211 46,021 53,130 39,877
Net cash flows (used in)/generated from operating activities 2 &) (FT ) /FEBREFE (1,781) 4337 1,043 3,097
Net cash flows used in investing activities REEDMARGREFE = (599) (403) =
Net cash flows generated from/ (used in) financing activiies B&EEIFE/ (FR)BLHEFE 1,117 2,509 - (6,209)
Net (decrease)/increase in cash and cash equivalents BeRBSEEN (HY) /EMEE (664) 6,247 640 3112
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INTERESTS IN SUBSIDIARIES (continued)

43. RE2ANERS (&)

Guangzhou Shenzhen Fujian Fang Run

Wine and Beidahuang Construction

Liquor Green Food Most Success Group

Franchised Distribution Corporation Company

Stores Limited Limited Limited Limited

BNER IR BRAE

EEEEE BRERAER BREEX HEREEE

2016 —E-RE BRRA BRAT BRAR BRAR
HK$'000 HK$'000 HK$'000 HK$'000

FiEx FHET FET FHET

Revenue LON 35,169 192,196 38,177 223,365
Total expense HxeeE (36,769) (191,479) (37,673) (223,553)
(Loss)/profit for the year FE (HB) /#7 (1,600) 717 504 (188)
Total comprehensive (loss)/income for the year FE2E (HB)WALE (1,600) 717 504 (188)
Current assets nBEE 1,124 53,447 9,013 130,127
Non-current assets EREEE Al 6 52,71 8,927
Current liabilities nEBE (5,152) (41,919) (66,898) (115,104)
Net cash flows from operating activities BEIHMEREREFE 8,359 (3,042) 15,687 (27,501)
Net cash flows from/(used in) investing activities BREZHHME/ (R BEREFE 9 - (17,686) (631)
Net cash flows from financing activities BEEZHMERENEFE - - - 29,810
Net increase in cash and cash equivalents ReRBLEEMENTE 8,350 (3,042) (1,999) 1,678

China Beidahuang Industry Group Holdings Limited
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STATEMENT OF FINANCIAL POSITION AND 44,

RESERVES OF THE COMPANY

Information about the statement of financial position

NOTES TO FINANCIAL STATEMENTS
5 75 R 2% FY =

31 December 2017
—E—+F+-A=1+—H

RARF BRI R

ARARHERROPFBERRKRERE

of the Company at the end of the reporting period $E
includes:
2017 2016
HK$'000 HK$'000
FET FAETT
NON-CURRENT ASSETS IRBEE
Property, plant and equipment M BB LR 27 522
Interests in subsidiaries A B A Al RE R 1,711,431 1,022,697
Total non-current assets ERBEERE 1,711,458 1,023,219
CURRENT ASSETS REBEE
Prepayments, deposits and AR RIE -« ke R E M FE W FRIE
other receivables 9,036 9,047
Cash and cash equivalents BeMREEEY 1,272 29,592
Total current assets REBEERE 10,308 38,639
CURRENT LIABILITIES REBAE
Other borrowings HMEE 179,000 =
Other payable and accruals Hib e RIBEREETER 19,006 36,684
Total current liabilities mEBEERE 198,006 36,684
NET CURRENT (LIABILITIES)/ASSET BERE (ﬁ%)/ﬁg (187,698) 1,955
TOTAL ASSETS LESS EERERRBEE
CURRENT LIABILITIES 1,523,760 1,025,174
Non-current liabilities FRBEE
Deferred tax liabilities RIERIBEE 1,448 -
Convertible bonds Al 1B 5 189,436 -
Total non-current liabilities SEMBAEAR 190,884 -
Net assets BEFE 1,332,876 1,025,174
EQUITY =
Issued capital B ETRAR 543,426 467,160
Reserves e 789,450 558,014
Total equity - Eatr 1,332,876 1,025,174
Jiang Jianjun TEE Ke Xionghan TR
Director = Director EZH
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44,

STATEMENT OF FINANCIAL POSITION AND 44. ﬂiﬂﬁﬂjﬁﬂﬁ}\ﬂ,%&ﬁﬁ (88)
RESERVES OF THE COMPANY (continued)
Movement of the reserves of the company is as RATEEESHOT :
follows:
Share Share Convertible
premium option bonds  Accumulated
account reserve reserve losses Total
ROBEE  BRERE TRARESRE RitEE @i
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HisE TET FHT FHT FHT FET
Balance at 1 January 2016 RIB-AE
-B-BHER 1,547,356 73,247 - (823,242) 797,361
Total comprehensive loss for the year FEZABBLEE £ = = (9,750) (9,750)
Issue of shares by bonus issue BBARBTMETRA (233,664) - - - (233,664)
Exercise of share option 11T 3,047 = = = 3,047
Repurchase of shares i B R D (4,591) = = = (4,591)
Transfer of share option reserve upon the lapse of ~ FABE R &K iEs B BB AR
share options HEER - (49,352) = 27,112 (22,240)
Equity-settled share option arrangements REEERRER S - 27,851 - = 27,851
At 31 December 2016 RZIB-RE
+=A=t+-8 1,312,148 51,746 - (805,880) 558,014
Total comprehensive loss for the year FEEABELE - - - (85,125) (85,125)
Issue of convertible bonds BTRRES - - 9,894 - 9,894
Issue of shares upon subscription of RRBEFROE
new shares BIlkin 232,311 - - - 232311
Exercise of share option 1d:1e 17,760 (7,483) - = 10,277
Repurchase of ordinary shares BELAER (3,411) - - - (3,411)
Business combination £BAaMH 24,923 - - - 24,923
Lapse of share options BRERR - (160) - 160 =
Equity-settled share option arrangements REEERRERH - 42,567 - - 42,567
At 31 December 2017 i 3
+ZA=1+-H 1,583,731 86,670 9,894 (890,845) 789,450

China Beidahuang Industry Group Holdings Limited
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NOTES TO FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (continued)

Under the Companies Law (Revised) of the Cayman
Islands, the funds in the share premium account of
the Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of
business.

The share option reserve comprises the fair value of
share options granted which are yet to be exercised,
as further explained in the accounting policy for
share-based payments in note 2.3 to the consolidated
financial statements. The amount will either be
transferred to the share premium account when the
related options are exercised, or be transferred to
accumulated losses should the related options expire
or be forfeited.

NON-CASH TRANSACTIONS

During the year ended 31 December 2017, the
Group acquired Ming Jian for a total consideration
of approximately HK$252,114,000 (equivalent to
approximately RMB220,000,000), the consideration
was partial satisfied by consideration share of the
Company of approximately HK$32,592,000.

During the year ended 31 December 2017, the Group
disposed 100% equity interest in Hunan Meiming
of consideration for approximately HK$11,512,000,
which included into the other receivable.

APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved
and authorised for issue by the board of directors on
23 March 2018.

COMPARATIVE FIGURES
Certain comparative figures have been restated to
conform with the current year presentation.

44,

45,

46.

47.

B S R R F
31 December 2017
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RARFBRR R e (&)

REFERESARDE (KEFT) - A7
Bt i Bk B & Al DR T AR B
RERBEEEZORKRERR AR
AIABRENEEERAEXKBIETE
HIR(E % o

BREREERESROERRITERBK
BERBREREZALE FBEHREGES
PR EHRRM 2. 3B AR ST IR
SR A - B B RIR K 5 A8 B B A
TR B R E DG ER -
B E M SO WS R = R At e

B

FRERSH
BHE-_Z—+F+-A=+—HLHF
B ANEERRKEL252,114,000%
7T (& R4 AR ¥220,000,0007T)
WEREE REAA2RNRERNLY
32,592,000 T3 B & o

BE—_Z—+F+-A=+—HIF
B AREEAMRED1,512,0008 7T
(Rt AHMEWRIE) BERmER S
EF AR A

HEHRESMBHRER
HAPBHRERER_ZE—-N\F=H
“tZHAESEH AL RENE-

bEBRHF
ETHERBFE TEIUNFGEARFREZ
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FIVE YEAR FINANCIAL SUMMARY
EFEBEHRE

A summary of the results and of the assets, liabilities and ~ TR AEEBEREANBRFEZEERE
non-controlling interests of the Group for the last five  E- -BENIFEREZR  HREEAE TR ZE
financial years, as extracted from the published audited — B BEME  WEIEBEEY EFHE-
financial statements and restated/reclassified as appropriate,

is set out below.

RESULTS E
Year ended 31 December
BE+-A=t-BLEE
2017 2016 2015 2014 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THT T FTHT
Revenue WA 1,114,635 654,843 785,956 195,260 440,785
Profit/(loss) before tax BREAER (B8) 123,182 3,224 37,313 101,043 (161,594)
Income tax (expenses)/credit M (B /&% (12,904) 5,353 (22,421) 16 (395)
Profit/(loss) for the year FEER/ (B8) 110,278 8,577 14,892 101,059 (161,989)
Attributable to: THIELG:
Owners of the parent BAREAA 115,024 7,217 19,412 117,810 (126,770)
Non-controlling interests FERES (4,746) 1,360 (4,520) (16,751) (35,219)
110,278 8,577 14,892 101,059 (161,989)

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS ZE - -BERIEERES

As at 31 December

Rt=A=t-8H
2017 2016 2015 2014 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAT TET TET TAT
TOTAL ASSETS BERE 2,652,807 1,376,435 1,215,213 505,479 560,599
TOTAL LIABILITIES BERE (1,132,871) (396,878) (203,415) (207,576) (619,041)
NON-CONTROLLING INTERESTS R ER (57,729) (54,132) (4,946) (4,115) 17,253
1,462,207 925,425 1,006,852 293,788 (41,189)
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