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Revenue (RMB’ million)
Gross profit margin
Consolidated net profit/(loss) (RMB’ million)

Profit/(loss) attributable to equity shareholders
of the Company (RMB’ million)

Net cash generated from operating activities
(RMB’ million)

Basic and diluted earnings/(loss) per share
(RMB cents)

Proposed final dividend per share
(HKD cents)

BAARBEET)
£Fi%

AHFNE/(BR)(AREAET)

ARERREEET, (B8
(ARERET)
RETPEL 2 FRE
(ARBBEET)
SRERRBERT, (FR)
(AR%D)
EEERARIRE
(7Bll)

Percentage

2016 2015 change
2016 2015F  ZHFHH
7,324.4 8,594.4 (14.8%)

17.6% 10.6% 7.0%

76.6 (167.7) (>100.0%)

87.0 (192.3) (>100.0%)

72.2 15.3 >100.0%

1.40 (3.10) (>100.0%)

0.0 0.0 0.0%




OPERATION PHILOSOPHY
Technology leads markets
Services create value

ENTERPRISE MOTTO

To do things honestly

To treat people sincerely

To understand causes and results
To unify theory and practice

CORPORATE MISSION
For the country

For the customers

For the employees

For the shareholders

MANAGEMENT CONCEPTS
Sustainable Development
Circular Improvement

Statistics Analysis

Continuous Improvement
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PRODUCT CONCEPTS
Service

Quality

Cost

WEALTH CONCEPTS
Wealth means responsibility

TALENT CONCEPTS
Judging people on his performance
Talent comes first

MARKETING CONCEPTS
Identify the needs of the customers
Create value for the customers

Provide best services to the customers

CULTURE CONCEPTS
Respect

Communicate
Understand

Integrate

Pursue

DEVELOPMENT STRATEGIES
Independent Brand

Independent Intellectual Property
Independent Marketing Network
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Chairman’s Statement
FEHRE

“We mush reinforce our confidence no matter how high the
mountain is, one can always ascend to its top.”

Dear shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
Yuanda China Holdings Limited (the “Company”), together with its
subsidiaries (the “Group” or “Yuanda China”), | hereby present to
you the Group’s annual report for the year ended 31 December 2016
(the “Reporting Period”).

BUSINESS REVIEW

For the year ended 31 December 2016, the operation revenue of
this Group was approximately RMB7,324.4 million, representing a
drop of about RMB1,270.0 million as compared to 2015. In 2016,
the Group was awarded with 68 new projects with an aggregate
amount of approximately RMB6,119.1 million. For the year ended
31 December 2016, the remaining contract value of backlog of the
Group amounted to approximately RMB19,293.2 million, which will
strongly guarantee the development of the Group in the next 2-3
years.
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Looking back to 2016, the world economy was still in the deep
adjustment phase of the post-crisis era. Divergence of growth in
advanced economies remained. While economies of the United
State of America and the United Kingdom were under relative
fast recovery, some other advanced economies including Europe
and Japan were under the pressure of sluggish growth. Although
economic growth of emerging markets and developing countries
stabilized gradually, structural problems such as single economy
structure and high fiscal deficit remained unresolved.

In 2016, under the new economic normality, even though China’s
economy faced numerous challenges such as stabilizing economic
growth, adjusting economic structure, de-stocking and continuous
depreciation of Renminbi, industrial and consumption growth
remained stable and the year-on-year GDP growth remained at a
relatively reasonable level of 6.7%, under the supply-side reforms
and the continual release of the effect of the policy for stabilizing
economic growth. The national construction industry output
value is RMB19,356.7 billion, representing a year-on-year growth
of 7.1%, a slight improvement than 2015. The added value of
annual construction is RMB4,952.2 billion, representing a year-
on-year growth of 6.6%. Still, the Group faces risks due to the
high overcapacity in architectural decoration industry, low industry
concentration, limited sources of financing and large amount of
construction project advances for customers.

ElEE 20165 - AAE RN E B
REREFRERE - BEQERIERK
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BUSINESS PROSPECTS

Looking into 2017, we expect that industrial policies will continue
to develop under the backdrop of the central government’s focus
on “control of bubble and prevention of risks”, while monetary
policies will remain moderately tightened, and that market
sentiments throughout the year will gradually return to a rational
state. Under the new economic normality, China’s economy is at
the critical stage of restructuring and upgrading. The new and old
economy momentums are in transition. The real economy is still
facing relatively considerable challenge, and it is difficult to see any
substantive improvement in the external demand. The risk of a
downturn remains high.

With the uncertainties of the market, the Group implements the
operation-oriented refined management system. While evaluating
the new orders comprehensively, the Group will also strengthen the
control level of the existing orders, the budget management and cost
control, as well as the collection of receivables and foreign exchange
risk management, to ensure healthy and sustainable development of
the Group’s curtain wall business. Meanwhile, the Group will adapt
to the changes in the market, and strengthen its expansion overseas
markets strategically.

The Group will adopt a market-driven approach, take proactive and
flexible marketing strategies, explore and widen sales channels,
increase sell-through rate and rate of collection, thereby achieving
steady growth in operating results.

The Group will aim for increasing operational efficiency and
effectiveness, constantly optimize organizational structures and
mechanisms for better regional management and control, raise
organisational efficiency and control risk effectively to ensure orderly
and efficient operation of various businesses of the Group.

SOCIAL RESPONSIBILITY

Based on the future development and focusing on social
responsibility construction, the Group constantly deepened
responsibility concept building, improved responsibility
management, and made steady progress in integrating social
responsibility into its functional management and business
operation. The Group also intensified communication and dialogues
with stakeholders, enhanced operation transparency, and built a
responsible brand so as to increase competitiveness and promote
harmonious and coordinated development among the Company,
society and environment.
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As for any corporation, fulfilling social responsibility is the only
way to achieve sustainable economic, environmental and
social development and an inevitable path to achieve their own
sustainability. It is not only an objective requirement under the
new norm of economic and social development but also a
strategic need for businesses to transform their growth patterns
and realize scientific development. As such, the Group upholds
the responsibility concept of harmony and common prosperity,
enhances awareness and capability for corporate social
responsibility, integrates corporate social responsibility indicators
into every aspect of business management and operation, and
actively performs its responsibility for the stakeholders to promote
harmonious development among the Company, society and
environment.

On behalf of the Board, | hereby expressed my heartfelt appreciation
to all shareholders and partners who care and support Yuanda
China and all employees of the Group who made great efforts and
contribution. The Group will continue to implement the operational
philosophy of “Technology leads the market, Services create value”
and upholds the corporate spirit of “To do things honestly, To treat
people sincerely, To understand causes and results, To unify theory
and practice”. With these in mind, the Group will modernize its
workforce to talent who will act responsibly, in good faith and repay
the society. Based on this, the Group will prudently operate, pioneer
and innovate so as to bring sound results for seniors and friends who
have been giving selfless support to Yuanda and best investment
returns for shareholders as a whole.

Kang Baohua
Chairman

30 March 2017
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BUSINESS REVIEW

Overall performance

The year 2016 marks the beginning of the 13th Five-Year Plan, and is
also the critical year for the implementation of supply-side structural
reform by the central government. The overall Chinese economy
was stable and moving in a positive direction. As a result of the
measures adopted by different cities to reduce real estate inventory,
the property market was generally good. However, following the
promulgation of austerity policies and tightening of credit policies in
the fourth quarter, market growth momentum saw a slowdown and
potential growth in property price is limited. Overall, the property
market continued to indicate a structural divergence among which
commercial property market was generally stable.

In 2016, the national construction industry output value is
RMB19,356.7 billion, representing a year-on-year growth of
7.1%, a slight improvement than 2015. The annual added value of
construction industry is RMB4,952.2 billion, representing a year-
on-year growth of 6.6%.The national building construction area
amounted to 12.64 billion square meters, representing a year-
on-year growth of 2.0%. The total investment amount of newly
commenced construction projects is RMB112,056.1 billion,
representing a year-on-year growth of 10.0%.

During the year 2016, the profit attributable to equity shareholders
of the Company was approximately RMB87.0 million (31 December
2015: a loss of approximately RMB192.3 million). The improvement
was mainly attributable to the strict control of contract quality and the
effective contract budget management implemented by the Group
during the Reporting Period, which resulted in an increase of gross
profit margin from the Group’s construction projects.
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BUSINESS REVIEW (continued)

Newly-awarded projects (including vat)

During the year 2016, the Group was awarded with 68 new projects
with an aggregate amount of approximately RMB6,119.1 million,
representing a decline of approximately RMB3,401.4 million or
35.7% as compared to 2015. The main reason for the decline
was that, in line with the need to deflate housing bubble, the PRC
government continued to maintain its policy keynote that exerts
stringent control over the real estate market, although regulation by
type and poalicies by city are implemented based on specific market
conditions. As a result of which, the Group took a more prudent and
cautious operating strategy and avoided or forewent those projects
with less favourable payment terms or lower profit margin.

EBEmE(E)

AR TIR(B2EEN)

20164 » AEEHAEZETIIZ68M[E @ BE
HAR®ES,1191 B E T ' LL2015F 7
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2016 2015
2016 &£ 20154

Number Number
of projects RMB’ million of projects RMB’ million
HEHE AREEE THH EhE AREEHE
Domestic A 50 2,726.7 97 5,818.3
Overseas pEZN 18 3,392.4 29 3,702.2
Total S5 68 6,119.1 126 9,520.5




BUSINESS REVIEW (continued)

Newly-awarded projects (including vat) (continued)

Details of the certain landmark projects obtained by the Group during

the year 2016 are as follows:

Domestic:

Project name

HEEH

Kunming Henglong

EEAERE

Xiaomi Headquarter |

INREBER—

Xinggang International Center

BB O

Nanchang Shopping Mall

7 2 Rk eR

Shenzhen Sino-Global Economic and Trade Plaza
RYNIAPERREEES

NlngBo Guohua

B B2

Xiaomi Headquarter |l

INREEE

Harbin Metro Line 3 I

MR B = SRAR —HA

Shengjing Financial Plaza (Blocks C)

RRTRESCER

Enterpriser World ||

PR — Bf

Tianjing Luneng Mansion

RRBR

Shengjing Financial Plaza (Blocks B)

BRRTRESBER

EBEmE(E)

FAEETIZ(B2EER)(F)

BIRIRE -

U
Category of
project utilization
HE RZER

Commercial Complex

ﬁ%lﬂ—\
Headquarters Building

BERE

Financial Center
TEP L
Commercial Complex
[EEI S
Financial Center
=LV
Headquarters Building

1 Ve ngg
Headquarters Building

HmELAE

Communal Facilities
NHEEHE
Headquarters Building
1 17N ngg

Financial Center
TR
Headquarters Building

BERE
Headquarters Building

REPRE

AEB 2016 FEFMENE THRIEER

Approximate
Contract Value

EREEBENA
RMB’ million
AREBEET
203.8
154.2
132.7
109.9
105.0
104.4
99.7
97.8
96.3
91.6

91.5

90.6



BUSINESS REVIEW (continued)
Newly-awarded projects (including vat) (continued)

Overseas:

Project name

HEEHE

Lusail Stadium, Qatar
FEREERBEEE

One Line Apartment, UK
REBENS

Harbour Centre Apartment, UK
REFEROAE

AYKON Apartment, UK
ESER YN

Double C Plaza, US
EB2CES TR

Swiss Elle Business Center
TN EREES L

New York Riverside Center IV, US
ERIBADABEA L 45748
Double U Plaza, US
EFH2UTR

Lahore Mansion, Pakistan
EEIENSE

EBEmE(E)

K TIZ(BEEER)(F)

BHNER -

Category of
project utilization
HE RZER

Communal Facilities
NI
Commercial Complex
[EE3 S
Commercial Complex
[HES S
Commercial Complex
[EE3 Sy
Commercial Complex
[EE3 S
Commercial Complex
[HE3 S
Commercial Complex
[EE3 S
Commercial Complex
[EE3 S
Commercial Complex

[EES o8y

Approximate
Contract Value

BREENSR
RMB’ million
AREBEET
819.1
531.4
511.3
335.7
254.9
138.2
122.7

107.5

89.6



BUSINESS REVIEW (continued)

Backlog

As at 31 December 2016, the remaining contract value of backlog
of the Group amounted to approximately RMB19,293.2 million (31
December 2015: approximately RMB20,913.1 million), which will
sufficiently support a sustainable development of the Group for the

EBEmE(E)

R2016F 12 A31H * AEBARTIAR
LEYNBARE19,203.2FE (20154
12431 B : AR 209131 BEL)
RUABEREERR2-ZEMBERIEHEE N

next two to three years. > 1 o
2016 2015
2016 20154
Remaining value of contracts Remaining value of contracts
ERBTEE BRBTEE
Number Number
of projects RMB’ million of projects RMB’ million
HEBE AR%EBEER EHEHE ARKBET
Domestic Al 337 9,568.3 399 12,261.0
Overseas XN 102 9,724.9 100 8,652.1
Total Bt 439 19,293.2 499 20,913.1
Major technology achievements and awards F ZHMIA R AR 4RI

In 2016, the Group obtained 8 patents, including 6 patents for
invention and 2 patents for utility model. At 31 December 2016, the
total number of patents owned by the Group was 973.

016 FAE B EZEFXESIE - A
BWRAER6IE - ERFAER2IE - HZE
2016512 A31H - AEBHEEEEEF
BHAO73TH ©



BUSINESS PROSPECTS

Going forward, it is expected that the China’s development, both
inbound and outbound, will face more complicated and severer
situations. World economic growth will remain sluggish, and both the
trend of deglobalization and protectionism are growing. There are
many uncertainties in the direction of the major economies’ policies
and their spillover effects, and the factors that could cause instability
and uncertainty are visibly increasing. Under the new economic
normality, China’s economy is at the critical stage of restructuring
and upgrading. The new and old economy momentums are in
transition. The real economy is still facing relatively considerable
challenge, and it is difficult to see any substantive improvement in
the external demand. The risk of a economic downturn remains
high. It is anticipated that against such economic downturn
challenge, the central government will further deepen the “supply
side reform”, accelerate reform and restructuring, and grow new
forces for restoring momentum of economy. In addition, it will step
up efforts on fiscal policies support and implement sound and neutral
monetary policies. It is expected that China’s macro-economy will
remain stable with certain downside risks in 2017. Despite partial
rectification in the real estate market in 2017, rapid growth of the
economy, an increase in the per capita disposable income and
the continued development of urbanization will create space for
growth of the real estate industry. With advancement of innovation
and transformation in the industry, new business types and new
development models will be launched and put on trial from time
to time. The government will expedite construction of fundamental
systems and long-term mechanisms for the real estate market to
avoid huge fluctuation in the real estate market and keep it generally
stable.

RBRE

R - FBEIT BB ASNE RS E N
BB IR o QIR RN KRR A
I PERMCRMARETRERR
SE 0 EBREBBRER KING WEE
WK - NE T HEE H R ARE M -
TREEMEET  KELERNEEH
B ARERNNRERE  QBEOHE
BReNESR S BERLEDA@E
ERAREE  IINFHEEEUHE &
BRETTHRRBRDARA - BHEHE
TITEVPEE - AP RBAKEE—F
R THAGERIEE | INREMEER
B RREWRESHNEEHERY R
RIMAMBBROXFNE - Bt
RHEMEREER - BT - 2017 8
BEZELERRNERERE  BFE
—EM TR - BE 2017 FHEHE
MK EEERBOAE  ELETR
EIB R - AR S AR B 0IA K
HENBERRDERFEHETERR
g RZER - TENEIFMEIRE
HREANER - FrERRE - T ERBEAKE
DA E SN ZRAY BT 5 p0 iR 5 L EE
T 355 B 225 B 14 1) 2 A = A 1 O B R
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BUSINESS PROSPECTS (continued)

Facing the complex domestic and international economic situation,
the Group will continue to implement the prudent and cautious
business strategy under which the Group will timely monitor the
overall market environment and narrow the scope of business in
politically risky area as and when necessary, and strive to improve
the level of internal management, strengthen budget management
and cost control, strictly control the project risk, and implement
effective risk management measures to ensure the main business
of curtain wall system will be developed in a healthy and sustainable
manner. At the same time, the Group will also continuously
adhere and respond to the changes in the real-market situation,
actively grasp the new direction of the national policy and industrial
restructuring, with an objective to be able to identify new business
investment opportunities in the emerging industry and achieve
strategic transformation to create more values for its shareholders.

FINANCIAL REVIEW

The Company aims to increase shareholder value through
sustainable revenue and earnings growth and free cash flow
generation. In order to achieve this objective, the Group uses the
following indicators to measure business performance:

Revenue

For the year ended 31 December 2016, the Group’s revenue
decreased by approximately RMB1,270.0 million or approximately
14.8% as compared with last year to approximately RMB7,324.4
million (2015: approximately RMB8,594.4 million). Of which,

1. the revenue from domestic market decreased by
approximately RMB1,537.3 million or approximately 25.2%
as compared with last year to approximately RMB4,564.3
million (2015: approximately RMB6,101.6 million), contributing
approximately 62.3% of the total revenue of the Group.
The decrease was mainly attributable to the slow-down of
real estate development, especially for the development of
commercial buildings in China as well as the more prudent
operating strategy adopted by the Group; and
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FINANCIAL REVIEW (continued)

Revenue (continued)

2. therevenue from overseas market increased by approximately
RMB267.3 million or approximately 10.7% from last year
to approximately RMB2,760.1 million (2015: approximately
RMB2,492.8 million), contributing approximately 37.7% of the
total revenue of the Group. The growth was mainly contributed
by the Group’s East Asia market, where certain of major
construction contracts secured in prior years commenced
substantial construction in 2016.

Cost of sales

In 2016, the Group’s cost of sales decreased by approximately
RMB1,649.3 million or 21.5% compared with last year to
approximately RMB6,032.4 million (2015: approximately
RMB7,681.7 million). With the decrease in revenue, the related costs
of sales were accordingly decreased.

Gross profit and gross profit margin

In 2016, the Group’s gross profit increased by approximately
RMB379.4 million or 41.6% to approximately RMB1,292.0 million
(2015: approximately RMB912.6 million).

For the year ended 31 December 2016, the Group’s gross profit
margin increased by approximately 7% to approximately 17.6%
(2015: approximately 10.6%). Among which:

1. the Group’s domestic gross profit margin increased by
approximately 5.6% as compared with last year to 18.9%
(2015: 13.3%). The increase in the Group’s domestic
gross profit margin was mainly attributable to the Group’s
strengthened budget management and cost control; and
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FINANCIAL REVIEW (continued)

Gross profit and gross profit margin (continued)

2. the Group’s overseas gross profit margin increased by
approximately 11.3 percent from last year to 15.5% (2015:
4.2%). Except for the Group’s strengthened budget
management and cost control mentioned above, the increase
in the Group’s overseas gross profit margin was also
attributable to the depreciation of RMB against certain major
foreign currencies in which the Group’s overseas construction
contracts are denominated.

Major customers and suppliers

For the year ended 31 December 2016, revenue generated from
the five largest customers of the Group accounted for an amount of
less than 30% of the total operating revenues of the Group. The five
largest customers were not connected to the Company in any way.
None of the Directors, senior management, key technical personnel,
shareholders holding 5% or more of the shares, de facto controller
and other connected parties of the Company had any direct or
indirect interest in any of the aforesaid five largest customers. None
of the Directors of the Company or their close associates or, to the
knowledge of the Board of Directors, any of the shareholders holding
5% or more of the shares of the Company had any interest in any of
the five largest customers of the Group.

For the year ended 31 December 2016, purchases from the five
largest suppliers of the Group accounted for an amount of less than
30% of the total annual purchases of the Group. The five largest
suppliers were not connected to the Company in any way. None
of the Directors, senior management, key technical personnel,
shareholders holding 5% or more of the shares, de facto controller
and other connected parties of the Company had any direct or
indirect interest in any of the aforesaid five largest suppliers.

B e (&)

ENMRENRGE)

2. 2016F BN EF X B £155%
(20154 : 4.2%) * B2015F LA
THI1IEEDL - BRETAAEER
BENTEEERRKAZSSN - K
SEEIEFEN EABERERA
REHAEEGINTISEEBINER
B2fA -

TERPNMHER

HE2016FE 12 31 BILFE - AEER
A5 B ABTPERNKALAAER Y
KB ALBEER30% ° RIS BRA T &
KRBT EEBEEAR  AXRRES -
BREEAE BOBRMAS - #5K5%
LA ERR R - BB A5 i) A AN E Ath BA B 05 A
A5 EmARPYHEERSERERS
i o AAAIESHEERERALIR
EEZSMAEAHEE AR T 5% A LR
DzBRREBEREEAEERMAZRRZA
BPR AR -

HE2016F12A31BILEE  £5H
MRS BRAHEENHEER LN AEE
2 FERBIREBREAN30% © BI5 BRAHEE
REA R BT FEEBEE  AARE
£ -SREBABE  BLURMAE - &
AR 5% LA_ERRER - BB 1% i) A R L b B Bt
AR BRAREETPHEEENEM
Bl -



FINANCIAL REVIEW (continued)

Other income

Other income of the Group primarily comprised of government
grants, rental revenue from operating leases, net income from
provision of repairs and maintenance services, net income from sales
of raw materials and net gain on disposal of property, plant and
equipment and land use rights.

In 2016, the Group’s other income decreased by approximately
RMB51.7 million or 31.1% to approximately RMB114.5 million
(2015: approximately RMB166.2 million). The decrease in the
Group’s other income was mainly due to the decline in one-off net
gain on disposal of the property, plant and equipment and land use
rights during the Reporting Period.

Selling expenses

In 2016, the Group’s selling expenses decreased by approximately
RMB49.2 million or approximately 28.8% to approximately
RMB121.4 million (2015: approximately RMB170.6 million), which
was due to the effect from improvement of working efficiency and
headcount optimization policy.

In 2016, selling expenses of the Group accounted for approximately
1.7% of the operating revenue of the Group (2015: 2.0%).
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FINANCIAL REVIEW (continued)

Administrative expenses

In 2016, the administrative expenses of the Group increased
by approximately RMB34.9 million or approximately 3.2%
to approximately RMB1,111.5 million (2015: approximately
RMB1,076.6 million). During the Reporting Period, while the Group
continued to adhere to a prudent principle pursuant to which
administrative expense are monitored and controlled, the impairment
loss on trade and bills receivables increased by RMB139.4 million to
RMB348.5 million as compared with last year.

In 2016, administrative expenses accounted for approximately
15.2% of the operating revenue of the Group (2015: 12.5%).

Finance costs

In 2016, finance costs recorded a net loss of RMB86.4 million (2015:
a net income of approximately RMB1.1 million). This was mainly due
to the net loss on forward foreign exchange contracts recognised

during the Reporting Period.

In 2016, finance costs accounted for 1.2% of the operating revenue
of the Group (2015: 0.01%).

Income tax

In 2016, the Group’s income tax was approximately RMB10.6 million
(2015: approximately RMBO0.4 million).

Consolidated net profit/(loss)

As a result of the foregoing, the consolidated net profit of the Group

for the year ended 31 December 2016 was approximately RMB76.6
million (2015: a net loss of approximately RMB167.7 million).
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FINANCIAL REVIEW (continued)

Profit/(loss) attributable to equity shareholders of the Company

In 2016, the profit attributable to equity shareholders of the Company
was approximately RMB87.0 million (2015: a loss of approximately
RMB192.3 million).

The basic and diluted profit per share was approximately RMB1.40
cents (2015: a basic and diluted loss per share of approximately
RMB3.10 cents).

Net current assets and financial resources

As at 31 December 2016, the Group’s net current assets amounted
to approximately RMB1,526.9 million (31 December 2015:
approximately RMB1,793.2 million).

As at 31 December 2016, the Group’s cash and cash equivalents
amounted to approximately RMB2,362.7 million (31 December
2015: approximately RMB3,006.8 million), mainly denominated in
RMB, USD, Singapore dollar (“SGD”) and Euro.

Bank loans and gearing ratio

As at 31 December 2016, the Group’s total bank loan amounted
to approximately RMB3,560.0 million (31 December 2015:
approximately RMB4,057.1 million). All the bank loans as at 31
December 2016 were denominated in RMB, and were repayable
within one year.

The Group’s gearing ratio (calculated by total liabilities divided by
total assets) was 77.2% (31 December 2015: 78.8%).
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FINANCIAL REVIEW (continued)

Turnover days of receivables/trade and bills payables/inventory
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Turnover days (day) 2016 2015
AEXE(X) 2016 20154
Receivables (note 1) FEMEBR TR (HtaE 1) 344 306
Trade and bills payables (note 2) B F RN RENEE(M72) 334 288
Inventory (note 3) T8 (#:Z3) 50 44
Notes: izt -

1. The calculation of the receivables turnover days is based on the 1. EUWRERRAE XS EBEEEEN

average amount of trade and bills receivables and net contract
work receivables (gross amount due from customers for contract
work less gross amount due to customers for contract work) as
at the beginning and ending of the relevant period divided by total
revenue of the relevant period and multiplied by 365 days.

2. The calculation of turnover days of trade and bills payables is
based on the average amount of trade and bills payables as at the
beginning and ending of the relevant period divided by cost of raw
materials and installation cost of the relevant period and multiplied
by 365 days.

3. The calculation of inventory turnover days is based on the average
amount of inventory as at the beginning and ending of the relevant
period (net of provision) divided by cost of raw materials of the
relevant period and multiplied by 365 days.

During the Reporting Period, the turnover days of receivables were
344 days, representing an increase of 38 days as compared to 2015,
as the final completion of and payment settlement for construction
projects in China continued to slow down in 2016.

During the Reporting Period, the turnover days of trade and bill
payables were 334 days, representing an increase of 46 days as
compared to 2015.
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FINANCIAL REVIEW (continued)

Turnover days of receivables/trade and bills payables/inventory
(continued)

During the Reporting Period, the net operating cash flow amounted
to approximately RMB72.2 million (2015: approximately RMB15.3
million).

Inventory and inventory turnover days

The Group’s inventories primarily consist of materials used in
fabrication of curtain wall products, including extrusions aluminum,
glass, steel and sealant.

As at 31 December 2016, the Group’s inventory amounted to
approximately RMB357.9 million (31 December 2015: approximately
RMB433.0 million). During the Reporting Period, the inventory
turnover days were 50 days, representing an increase of 6 days as
compared to 2015.

Capital expenditure

In 2016, the Group’s payment for capital expenditure amounted
to approximately RMB 68.5 million (2015: approximately RMB86.0
million), which was mainly related to the payment on land acquisition,
construction of plant and purchase of equipment.

Foreign exchange risk

The overseas projects of the Group were mainly dominated in USD,
Euro, British Pound Sterling, SGD, AUD and Swiss Francs. To hedge
any foreign exchange risks, the Group has entered into forward
foreign exchange contracts which hedge the forecast transactions
and monetary assets denominated in foreign currencies of the
Group. The Group ensures that net exposure to currency risk arising
from assets and liabilities maintained at an acceptable level.
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FINANCIAL REVIEW (continued)

Contingent liabilities

Details of the Group’s contingent liabilities as at 31 December 2016
are set out in Note 31 to the financial statements.

Charge on assets

As at 31 December 2016, the Group’s bank loans of approximately
RMB967.0 million were secured by property, plant and
equipment and land use rights with an aggregate carrying value of
approximately RMB661.5 million.

Save as disclosed above, the Group had no other charge on its
assets as at 31 December 2016.

Material acquisitions and disposals

During the Reporting Period, the Group did not have any material
acquisitions and disposals of its subsidiaries and associated
companies.

Significant investment

The Group did not make any significant investments during the
Reporting Period.

Future plans for significant investments or capital assets

As at the date of this annual report, it is expected that the Group will
invest approximately RMB21.4 million for the construction of plant in
Foshan. Save as disclosed above, there are no other plan authorised
by the Board for other material investments or additions of capital
assets as at the date of this annual report.
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FINANCIAL REVIEW (continued)
Global offering and use of proceeds

In May 2011, the Company conducted a global offering (the “Global
Offering”) through which 1,708,734,000 new ordinary shares
were offered at a price of HK$1.50 per share. Net proceeds raised
were approximately HK$2,402,947,000. The ordinary shares of the
Company were listed on the Main Board of the Stock Exchange on
17 May 2011.

As stated in the Company’s prospectus dated 20 April 2011 and
the supplementary prospectus dated 5 May 2011 (collectively, the
“Prospectus”), the Group intended to use the proceeds from the
Global Offering for expansion of its production capacity, repayment
of its existing debts, investment in research and development,
expansion of its sales and marketing network.

As at 31 December 2016, an accumulated amount of approximately
HK$2,011 million of proceeds from the Global Offering (of which
expansion of production capacity: HK$568 million; repayment of
bank loans (mainly comprised the bridge loan of Standard Chartered
Bank): HK$962 million; expenses in research and development:
HK$261 million; and expansion of its sales and marketing network:
HK$220 million) was utilized in accordance with the intended use as
stated in the Prospectus. It is intended that the remaining proceeds
of approximately HK$392 million will be used in accordance to the
proposed allocation as stated in the Prospectus.
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FINANCIAL REVIEW (continued)
Employees and remuneration policies

As at 31 December 2016, the Group had 7,425 full-time employees
in total (31 December 2015: 7,924). The decrease in the number of
full-time employees was mainly due to employees attrition as a result
of the Group’s business decline. The Group has sound policies of
management incentives and competitive remuneration, which align
with the interests of management, employees and shareholders’
alike. The Group sets its remuneration policy with reference to the
prevailing market conditions and the performance of the individuals
concerned, subject to review from time to time. The components
of the remuneration package consist of basic salary, allowances,
fringe benefits including medical insurance and contributions to
pension funds, as well as incentives like discretionary bonus and
share options. The Group has also adopted a share option scheme
and a share award scheme for the purpose of providing incentives
and rewards to eligible participants, including the Directors, and full-
time or part-time employee of the Group. Details of the share option
scheme and share award scheme will be available in annual report of
the Group.

KEY RISKS AND UNCERTAINTIES

The Group’s financial condition, results of operations, businesses
and prospects may be affected by a number of risks and
uncertainties. The followings are the key risks and uncertainties
identified by the Group. There may be other risks and uncertainties
in addition to those shown below which are not known to the Group
or which may not be material now but could turn out to be material
in the future.

B e (&)

18 B R Hr B R

R2016F 128318 - AEERERAAS H#
7,425% (2015 12 A31H:7,924 %)%
BET - 2BETABNTHRIIBARAK
EERXBETHRMAK A&EBFTEAR
PR B IR [ SR I R AT A E
B BRSEBEE  EERRENF=
ER— o NE BRI HH BRI
ELEERMALREBERNE TNIE
=B WATKELRS - HNEFES
FEAF  F8 - MEREMN(BRERE
R FRARSHE) - A RIBIEA K3
R AR L 82 o REE RN R AR
BEI G GEIIRE PO - e
(BRASEES  2BFRBE TR
HEEE R B3R o FRAREST 8 R AR () 22 ED
FTEIMFBENAEBARFRA -

TERBRTARRE

AEBZMBRR  SEXEE  EBKR
ASREX— R RER R THRREERR
- UTAAEEMBNEZER NN
RBARZE - (R T XFROIES  HeFHE
AEEYRAMEXBATAIETEREBHR
BARESERMHMBER R THAR
£



KEY RISKS AND UNCERTAINTIES (continued)

Business Risk

As most of the Group’s customers are property developers or
main contractors of public infrastructure and commercial buildings,
the business and prospects of the Group heavily depend on the
performance of the construction and real estate industries, which
are cyclical and could be significantly affected by fluctuations in
economic conditions. Control policies have been fully tightened in
Tier 1 and selected Tier 2 cities by strictly restricting purchase, credit
and prices in order to suppress the excessive growth in the price.
The policy risk in the market grew. The government continued to
implement policies by city and control measures by category and
increased its efforts on “de-stocking” in Tier 3 and Tier 4 cities. As a
result, inventory has improved, but the “de-stocking” task remained
arduous. An economic downturn in China or any overseas market
where we operate could materially and adversely affect our business,
financial condition and results of operations. Also, the industry in
which the Group operates is a highly competitive industry in which
the Group’s competitors include a number of global and China-
based companies that provide products and services similar to the
Group. On the basis of maintaining a good relationship with existing
customers, the Group actively explores high-quality customers to
reduce the adverse effects of the risk.

Industrial Risk

As the growth of urban Fixed Assets Investment declined, the
volume of new contracts awarded dropped significantly. An
excessive supply of curtain wall products on the mainland has
sparked fierce competition. Upgrading the industry is the only way
to force small and inferior competitors to leave the market and
eventually benefit large and superior suppliers, like Yuanda. The
industry will accelerate consolidation, resulting in continued rising of
concentration, where acquisition and reorganization and cooperative
development will become major growth drivers. The whole curtain
wall industry will experience the period of industry consolidation
during which market correction in curtain wall sector may lead
to more opportunities for mergers and acquisitions and asset
purchases.
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KEY RISKS AND UNCERTAINTIES (continued)

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and systems or from external events.
Responsibility for managing operational risks basically rests with
every function at divisional and departmental levels.

The Group recognises that operational risks cannot be eliminated
completely and that it may not always be cost effective to do so. Key
functions in the Group are guided by their operating procedures,
limits of authority and reporting framework. The Group will identify
and assess key operational exposures from time to time and report
such risk issues to senior management as early as possible so that
appropriate risk response can be taken. The Group will continue
to enhance refined management, and continuously implement and
improve activity-based costing and the refined management system
with management accounting as its core, and comprehensively
strengthen management over financial, financing, investment and
operational risks.

Credit Risk

The Group is serving a large customer base with differing credit
status, and its business development will inevitably be affected by
the varied credit profiles of these customers. The Group seeks to
reduce the aforesaid impact by identifying and managing credit
risks through internal credit management measures, such as credit
search, credit rating, credit limit management, overall credit risk
assessment and stringent credit control against customers with
faulty payment records, as well as by transferring credit risks through
the purchase of credit insurance.

Financial Risk

The financial risk management of the Group are set out in note 29 to
the consolidated financial statements.
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DIRECTORS

Executive Directors

Mr. Kang Baohua (EEE ), aged 63, is the founder and chairman
of the Group, and was appointed as an Executive Director on
February 26, 2010. Mr. Kang is the vice president of the Liaoning
Chamber of Commerce (EZEE S ). Graduated from Liaoning
University (3 % K £2) with a diploma in politics in 1984, Mr. Kang has
over 23 years of experience in the curtain wall industry and has been
responsible for the overall management and strategic development
of the Group since 1992. Prior to founding the Group, Mr. Kang was
an executive director of Shenyang Strong Wind Group Company
(BF5 58 m%EE A F]). Since the establishment of the Company,
Mr. Kang has been involved in the management of the Company,
including business development, finance and corporate strategy
formulation. Mr. Kang is also a director of various other subsidiaries
of the Group.

Mr. Tian Shouliang (=R ), aged 53, was the chief executive
officer of the Group and an Executive Director of the Company
(resigned on 8 February 2017). Mr. Tian joined the Group in 1994
and has over 22 years of experience in the curtain wall industry. From
1995 to 1997, Mr. Tian was the vice general manager in production
of Shenyang Yuanda Aluminium Industry Engineering Co., Ltd. (/&
FBir AR TR AR A 5]) (“Shenyang Yuanda”), where he was
involved in curtain wall product design and managed curtain wall
production systems. From 1997 to 2008, he was the vice President
of Shenyang Yuanda Aluminium Industry Group Ltd. (E5&A
SR¥EEE B A]) (“Yuanda Group”) where he was in charge of
operations, finance and human resources management activities.
Since 2008, Mr. Tian has been the president and a director of
Shenyang Yuanda, leading its business expansions and product
development plans. Mr. Tian graduated from Harbin Industrial
University (FSFRYE TE AZ) in 1986 with a bachelor’s degree in
engineering specializing in the study of heat turbines.
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DIRECTORS (continued)

Executive Directors (continued)

Mr. Guo Zhongshan (B8 11), aged 52, was an Executive Director
(resigned on 8 February 2017). Mr. Guo joined the Group in 1994
and has over 22 years of experience in the curtain wall industry. From
1994 to 1996, Mr. Guo was the chief engineer of Shenyang Yuanda,
responsible for engineering design works related to curtain wall
products. From 1996 to 1997, Mr. Guo has been the vice president
of Shenyang Yuanda, responsible for market development in the
PRC. Since 1997, Mr. Guo has been the vice president of Shenyang
Yuanda. Prior to joining the Group, Mr. Guo was the technical
director of Shenyang Strong Wind Company (;%&F5 58 & /A 7)) from
1992 to 1993. Mr. Guo graduated from Shenyang Aviation Industrial
College (ZEF5HinZe T 2 E3F%) with a bachelor’s degree in mechanical
engineering in 1986 and from Dalian Polytechnic University ( A:&23E
T RE) with a master’s degree in mechanical engineering in 1992,

Mr. Wang Yijun (E& %), aged 48, was the vice president of the
Group, managing director of the Group’s international operations
and an executive Director (resigned on 8 February 2017). Mr.
Wang joined the Group since 1993 and has more than 23 years
of experience in the curtain wall industry. From 1993 to 1998,
Mr. Wang held various managerial positions in Shenyang Yuanda
where he managed engineering design and technology works.
In 1999, Mr. Wang was the technical manager of the Shanghai
branch of Shenyang Yuanda. Since 2000, Mr. Wang has been
the general manager of the international operations of Shenyang
Yuanda, responsible for its business in overseas markets. Mr. Wang
graduated from Shenyang Aviation Industrial College (& i 2= T
¥ E207) with a bachelor’s degree in mechanical engineering and
design in 1992. Mr. Wang is also a director of certain subsidiaries of
the Group.
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DIRECTORS (continued)

Executive Directors (continued)

Mr. Wang Lihui (E£37#&), aged 47, was appointed as the chief
financial officer of the Company and an Executive Director (resigned
on 8 February 2017). Mr. Wang joined the Group in 1996 and
has more than 23 years of experience in accounting and finance.
Mr. Wang has experience in dealing with internal control, risk
management, corporate finance and taxation matters and is
responsible for the overall management of the Group’s financial
operations. He has been involved in formulating the Group’s
budgets, remuneration and incentive schemes. Prior to joining
the Group, Mr. Wang was an accountant in Northeast (No. 6)
Pharmaceutical Manufacturer (821t 55 7S 2 ZE) from 1992 to 1994
and the finance director of Shenyang Wumei Shopping Centre (/&
543 ) from 1995 to 1996. From 1996 to 2004, Mr. Wang
was the financial manager of Shenyang Yuanda. Since 2004, Mr.
Wang has been the chief accountant of Yuanda Group. Mr. Wang
graduated from Anhui Trade and Finance College (& &84 & 2653 )
with a bachelor’s degree in accounting in 1992. Mr. Wang is also a
director of certain subsidiaries of the Group.

Mr. Li Hongren (Z=3# A ), aged 50, was appointed as the chief
executive officer of the Group and an Executive Director on 8
February 2017. Mr. Li obtained his bachelor’s degree in Engineering
from Northeastern Industrial College* (31t TEZ%) (currently
known as Northeastern University (515 AE2)) in 1990 with a major
in machinery manufacturing processes and equipment. Mr. Li was
qualified as a senior engineer by Ministry of Human Resources and
Social Security of the People’s Republic of China in 2006. Mr. Li
joined the Group in 1996 and has more than 17 years of experience
in manufacturing and marketing of curtain wall products. Since 2006,
Mr. Li has been a manager of various Eurasian subsidiaries of the
Group. Since 2014, Mr. Li was promoted to the vice president of the
Group and is responsible for management.
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DIRECTORS (continued)

Executive Directors (continued)

Mr. Liu Futao (2/%8E), aged 52, was appointed an Executive
Director on 8 February 2017. Mr. Liu obtained his bachelor’s degree
in Engineering from Shenyang Correspondence University (J&F5
EREEMHRARE) in 1987 with a major in machinery manufacturing.
Mr. Liu joined the Group in 1997 and has more than 19 years in
manufacturing and project management. Since 2008, Mr. Liu has
been a manager of various Mideast subsidiaries of the Group. In
2012, Mr. Liu was promoted to the regional manager of the northeast
China of the Group.

Mr. Ma Minghui (EBB¥), aged 36, was appointed an Executive
Director on 8 February 2017. Mr. Ma obtained his bachelor’s degree
in Management from Shenyang Institute of Aeronautical Engineering
(BFFANZE T %2267 in 2003 with a major in public administration.
Mr. Ma joined the Group in 2007 and has accumulated more than 9
years of experience in human resources management and budget
management. Since 2011, Mr. Ma has been the secretary to the
president of the Group. In 2015, Mr. Ma was promoted to the
director of human resources of the Group.

Mr. Wang Hao (£ &), aged 36, was appointed the chief financial
officer of the Company and an Executive Director on 8 February
2017. Mr. Wang obtained his bachelor’s degree in Management
from Jilin University (& 7 AZ2) in 2002 with a major in accounting.
Mr. Wang Hao joined the Group in 2007 and has accumulated more
than 9 years of experience in financial management.
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DIRECTORS (continued)

Executive Directors (continued)

Mr. Zhang Lei (3R &), aged 44, as executive Director, acted as
vice president of Shenyang Yuanda, one of the subsidiaries of the
Company since February 2013. Mr. Zhang joined the Group in July
2002 and had over 14 years of experience in curtain wall industry.
Before joining the Group, from 1994 to 2000, Mr. Zhang held
various managerial positions in Northeast Refractory Plant, including
vice director in charge of production and equipment and director
of equipment department in No.4 branch of Northeast Refractory
Plant. From 2001 to 2002, Mr. Zhang acted as a management
intern in Japanese YKK company. From 2002 to 2005, Mr. Zhang
held various key positions including quality control and technology
minister in Northeast Branch of Shenyang Yuanda. He acted
as a designer in Zhongdong Branch of Shenyang Yuanda from
2005 to 2006. From 2006 to 2008, he acted as chief designer in
Dubai Branch of Shenyang Yuanda, responsible for the Group’s
ACC44 residential buildings, imperial buildings and commercial bay
administration building and other projects. From 2008 to 2012,
Mr. Zhang held various positions in Shenyang Yuanda, including
assistant to chief engineer in International Operation of Shenyang
Yuanda, deputy director of International Curtain Wall Manufacturer
under Shenyang Yuangda, factory controller and factory president of
Shenyang Yuanda. Mr. Zhang graduated from Shenyang Electrical
Industrial School with a diploma in electrical and mechanical
engineering in 1994.
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DIRECTORS (continued)

Independent Non-executive Directors

Mr. Poon Chiu Kwok (7&FSEl), aged 54, was appointed as an
independent non-executive Director on 12 April 2011. Mr. Poon
obtained a Master’s degree in international accounting, a Bachelor’s
degree in laws and a Bachelor’s degree in business studies. He
was awarded a postgraduate diploma in laws by the University of
London. He is a fellow member and an associate instructor of the
Hong Kong Securities and Investment Institute, a fellow of The Hong
Kong Institute of Chartered Secretaries (“HKICS”) and The Institute
of Chartered Secretaries and Administrators. He is also a member
of the Technical Consultation Panel and Professional Development
Committee of HKICS. He now serves as an executive director, vice-
president and company secretary of Huabao International Holdings
Limited. Mr. Poon has over 27 years of experience in regulatory
affairs, investment banking and listed company management.
Currently, he is also an independent non-executive director of the
following companies: Sunac China Holdings Limited (Hong Kong
stock code: 1918), Changan Minsheng APLL Logistics Co., Ltd.
(Hong Kong stock code: 292), Tonly Electronics Holdings Limited
(Hong Kong stock code: 1249), TUS International Limited (Hong
Kong stock code: 872), AUX International Holdings Limited (Hong
Kong stock code: 2080), Sany Heavy Equipment International
Holdings Company Limited (Hong Kong stock code: 631),
Greentown Service Group Co. Ltd. (Hong Kong stock code: 2869)
and Jinchuan Group International Resources Co. Ltd. (Hong Kong
stock code: 2362). He retired from his position as an independent
non-executive director in Ningbo Port Company Limited and
Guangzhou Shipyard International Company Limited upon expiry of
his term of office in May 2014 for the two companies.
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DIRECTORS (continued)

Independent Non-executive Directors (continued)

Mr. Woo Kar Tung, Raymond (#iZ#%), aged 47 was appointed
as an independent non-executive Director on 12 April, 2011.
Mr. Woo has over 21 years of experience in the accounting and
financial services industry. He began his career at Arthur Andersen
& Co where he qualified. Subsequently, he was employed in senior
positions as an investment banker at ING, CITIC Securities and
Credit Suisse. Mr. Woo holds a Bachelor of Commerce degree.
He is a member of the Australian Society of Certified Practising
Accountants and a fellow of the Hong Kong Institute of Certified
Public Accountants. Mr. Woo has served as an executive director
and chief financial officer of TUS International Limited (Hong Kong
stock code: 872) since September 2015. He is also a non-executive
director of IRC Limited (Hong Kong stock code: 1029), and an
independent non-executive director of SMIT Holdings Limited (Hong
Kong stock code: 2239).

Mr. Pang Chung Fai, Benny (&H #&), aged 44, was appointed as
an independent non-executive Director on 12 April 2011. Mr. Pang
is a member of each of the audit committee, nomination committee
and remuneration committee of the Company. Between 2012 to
January 2017, Mr. Pang was the managing partner of Loeb & Loeb
LLP (formerly known as Pang & Co. in association with Loeb &
Loeb LLP), a firm of solicitors in Hong Kong. Between 1997 and
2012, Mr. Pang practised as a lawyer with several international law
firms in Hong Kong and Sydney. Mr. Pang received his bachelor’s
degree in laws from Bond University in 1996. In 1997, Mr. Pang
obtained his Graduate Diploma in Legal Practice and master degree
in laws from The College of Law and The University of New South
Wales, respectively. He was admitted as a legal practitioner of the
Supreme Court of New South Wales in 1997 and as a solicitor of the
High Court of Hong Kong in 2009. He is a member of both the Law
Society of New South Wales and the Law Society of Hong Kong. Mr.
Pang is currently (i) an independent non-executive director of China
Regenerative Medicine International Limited, a company listed on
the growth enterprise market of the Stock Exchange (Hong Kong
stock code: 8158); and (i) an executive director and vice chairman of
Goldenmars Technology Holdings Limited, a company listed on the
Main Board (Hong Kong stock code: 3638).
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DIRECTORS (continued)
Independent Non-executive Directors (continued)

Save as otherwise disclosed, there was no change to any
information required to be disclosed in relation to any Director
pursuant to Rule 13.51(2)(a) to (e) and (g) of the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong Limited
(the “Listing Rules”) during the year ended 31 December 2016. All
Directors are not involved in any matters concerning Rule 13.51(2)(h)
to (v) of the Listing Rules.

COMPANY SECRETARY

Mr. Yu Leung Fai, Philip ((R=HE), aged 40, was appointed
as the company secretary and authorized representative of the
Company on 20 June 2012 and has over 10 years of experience
in corporate services field. He was an auditor of Deloitte Touche
Tohmatsu from 2000 to 2001. Since 2001, Mr. Yu has been the
director of the Corporate and China Services Division of Fung, Yu &
Co. CPA Limited. Mr. Yu has also been the company secretary of
China National Materials Co. Ltd. (Hong Kong stock code: 01893),
Beijing Media Corporation Ltd. (Hong Kong stock code: 01000)
and Vale S.A. (Hong Kong stock code: 06210, 06230), all of which
are listed companies in Hong Kong, since 2009, 2010 and 2010,
respectively. Mr. Yu graduated from the University of Toronto with
a bachelor’s degree in commerce in 2000 and from the University
of London with a bachelor’s degree in law in 2005. He is a member
of the American Institute of Certified Public Accountants, Certified
Practicing Accountants of Australia and the Hong Kong Institute of
Certified Public Accountants.

SENIOR MANAGEMENT

Mr. Li Hongren (Z=3#t A ), Chief Executive Officer of the Company
— see the paragraph under “Executive Directors” above.

Mr. Wang Hao (£ &), the chief financial officer of the Company —
see the paragraph under “Executive Directors” above.
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The Board is pleased to present this Corporate Governance Report
for the year ended 31 December 2016.

CORPORATE GOVERNANCE PRACTICES

The Group strives to maintain high standards of corporate
governance to enhance shareholder value and safeguard
shareholder interests. The Group’s corporate governance principles
emphasize the importance of a quality Board, effective internal
controls and accountability to shareholders of the Company.

The Company has applied the principles as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix 14 of the
Listing Rules.

For the year ended 31 December 2016, the Company has adopted
and complied with the applicable code provisions set out in the CG
Code as its own code to govern its corporate governance practices.

The Company reviews its corporate governance practices regularly
to ensure compliance with the CG Code.

THE BOARD OF DIRECTORS

Responsibilities

The Board is responsible for leadership and control of the Company
and oversees the Group’s businesses, strategic decisions and
performance with the objective of enhancing shareholders’
value including setting and approving the Company’s strategic
implementation, considering substantial investments, reviewing the
Group’s financial performance and developing and reviewing the
Group’s policies and practices on corporate governance. The Board
has delegated to the chief executive officer, of whom the directors
also undertake, and through him, to the senior management the
authority and responsibility for the day-to-day management and
operation of the Group. In addition, the Board has established Board
committees and has delegated to these Board committees various
responsibilities as set out in their respective terms of reference.
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THE BOARD OF DIRECTORS (continued)

Responsibilities (continued)

All directors shall ensure that they carry out duties in good faith, in
compliance with applicable laws and regulations, and in the interests
of the Company and its shareholders at all times.

The Company has arranged for appropriate insurance cover for
directors’ and officers’ liabilities in respect of legal actions against its
directors and senior management arising out of corporate activities.

BOARD COMPOSITION

As at the date of this annual report, membership of the Board is
made up of nine members in total, with six executive Directors and
three independent non-executive Directors. The composition of the
Board during the year ended 31 December 2016 and as at the date
of this annual report is set out below:

Executive Directors
Chairman

Mr. Kang Baohua

Chief Executive Officer
(resigned on 8 February 2017)

Mr. Tian Shouliang

Mr. Guo Zhongshan (resigned on 8 February 2017)

Mr. Wang Yijun (resigned on 8 February 2017)

Mr. Wang Lihui Chief Financial Officer

(resigned on 8 February 2017)

Chief Executive Officer
(appointed on 8 February 2017)

Mr. Li Hongren

Mr. Liu Futao (appointed on 8 February 2017)
Mr. Ma Minghui (appointed on 8 February 2017)
Mr. Wang Hao Chief Financial Officer

(appointed on 8 February 2017)

Mr. Zhang Lei
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BOARD COMPOSITION (continued)

Independent Non-Executive Directors

Mr. Poon Chiu Kwok
Mr. Woo Kar Tung, Raymond
Mr. Pang Chung Fai, Benny

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing
Rules from time to time. The independent non-executive Directors
are expressly identified in all corporate communications pursuant to
the Listing Rules.

The biographical details of the members of the Board are disclosed
under the section headed “Directors and Senior Management” in this
annual report. None of the members of the Board is related to one
another.

During the year ended 31 December 2016, the Board at all times
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 Company has received written annual confirmation from
each independent non-executive Director of his independence
pursuant to the requirements of Rule 3.13 of the Listing Rules. The
Company considers all independent non-executive Directors to be
independent in accordance with the independence guidelines as set
out in the Listing Rules.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning. Independent non-executive Directors are
invited to serve on the Audit, Remuneration and Nomination
Committees of the Company.

Save as otherwise disclosed, there is no relationship (including
financial, business, family or other material relationship) between any
member of the Board.
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BOARD DIVERSITY POLICY

The Board has considered a board diversity policy setting out
the approach to achieve diversity on the Board. The Company
considered diversity of board members can be achieved through
consideration of a number of aspects, including but not limited to
gender, age, cultural and educational background, professional
experience, skills and knowledge. All Board appointments are based
on meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

Selection of candidates is based on a range of diversified
perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills and
knowledge. The ultimate decision will be made upon the merits of the
selected candidates and their contribution to the Board.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles and duties of the chairman and the chief executive officer of
the Company are carried out by different individuals and have been
clearly defined in writing.

The chairman of the Board is Mr. Kang Baohua, and the chief
executive officer is Mr. Li Hongren. The positions of chairman and
chief executive officer are held by separate persons in order to
preserve independence and a balance of views and judgments. With
the support of the senior management, the chairman is responsible
for ensuring that the directors receive adequate, complete and
reliable information in a timely manner and appropriate briefing on
issues arising at Board meetings. The chief executive officer focuses
on implementing objectives, policies and strategies approved and
delegated by the Board. The chief executive officer is in charge of
the Company’s day-to-day management and operations. The chief
executive officer is also responsible for developing strategic plans
and formulating the organizational structure, control systems and
internal procedures and processes for the Board'’s approval.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the executive Directors is engaged on a service contract for
a term of three years, and the appointment may be terminated by not
less than one month’s written notice. Each of the independent non-
executive directors of the Company has been appointed for a term
of one year and the appointment may be terminated by not less than
three months’ written notice.

In accordance with the Company’s Articles of Association, all
Directors are subject to retirement by rotation at least once every
three years and any new director appointed by the Board to fill a
causal vacancy or as an addition to the Board shall submit himself/
herself for reelection by shareholders at the first general meeting after
appointment.

The procedures and process of appointment, re-election and
removal of directors are laid down in the Company’s Articles of
Association. The Nomination Committee established on 12 April
2011 is to be responsible for reviewing the Board composition,
making recommendations to the Board on the appointment and
succession planning of directors and assessing the independence of
independent non-executive directors.

BOARD MEETINGS

Board Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting are
normally made available to Directors in advance.

Notice of regular Board meetings is served to all Directors at least 14
days before the meeting. For other Board and committee meetings,
reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all Directors at least 3 days before each
Board meeting or committee meeting to keep directors apprised of
the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management where necessary.
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BOARD MEETINGS (continued)

Board Practices and Conduct of Meetings (continued)

The Company’s senior management, including chief executive
officer, chief financial officer and company secretary, attend all
regular Board meetings and where necessary, other Board and
committee meetings, to advise on business developments, financial
and accounting matters, statutory and regulatory compliance,
corporate governance and other major aspects of the Company.

The company secretary of the Company is responsible for taking
and keeping minutes of all Board meetings and committee meetings.
Draft minutes are normally circulated to directors for comment within
a reasonable time after each meeting and final versions are open for
directors’ inspection.

The Company’s Articles of Association contain provisions requiring
directors to abstain from voting and not to be counted in the quorum
at meetings for approving transactions in which such directors or any
of their associates have a material interest.

Directors’ Attendance Records

During the year ended 31 December 2016, five regular Board
meetings were held for reviewing and approving the financial and
operating performance, and considering and approving the overall
strategies and policies of the Company.

The attendance records of each Director at the Board meetings
during the year ended 31 December 2016 and the annual general
meeting for the financial year of 2015 held on 2 June 2016 (the “2015
AGM”) are set out below:
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BOARD MEETINGS (continued)

Directors” Attendance Records (continued)

Name of Director

Espg

Kang Baohua

T

Tian Shouliang
AR

Guo Zhongshan
Bl

Wang Yijun
I%E

Wang Lihui
FuE

Zhang Lei
K&

Poon Chiu Kwok
&MRE

Woo Kar Tung, Raymond
THRIR

Pang Chung Fai, Benny
THiE

(resigned on 8 February 2017)
(R 201742 A8 BEHT)

(resigned on 8 February 2017)
(R20174 2 A8 BEHT)

(resigned on 8 February 2017)
(R 201742 A8 BEHT)

(resigned on 8 February 2017)
(R2017% 2 A8 BEHT)

Board

3

5/6

5/6

5/6

5/6

5/6

5/6

5/6

5/6

5/6

Exgem(®)
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Attendance/Number of Meetings
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DIRECTORS’ TRAINING

Directors must keep abreast of their collective responsibilities
and are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
The Company would provide to each newly appointed director or
alternative director an induction package covering the summary
of the responsibilities and liabilities of a director of a Hong Kong
listed company, the Group’s businesses and the statutory
regulatory obligations of a director of a listed company as well
as the Company’s constitutional documents to ensure that he/
she is sufficiently aware of his/her responsibilities and obligations
under the Listing Rules and other regulatory requirements. The
Group also provided briefings and other training to develop and
refresh the directors’ knowledge and skills from time to time.
Further, the Company continuously updates directors on the latest
developments regarding the Listing Rules and other applicable
regulatory requirements, to ensure compliance and enhance their
awareness of good corporate governance practices.

Details regarding the trainings attended by the Directors during the
year ended 31 December 2016 are as follow:

Directors BE=E
Executive Directors HITES
Kang Baohua FRREHE

Tian Shouliang (resigned on 8 February 2017)
Guo Zhongshan (resigned on 8 February 2017)
Wang Yijun (resigned on 8 February 2017)
Wang Lihui (resigned on 8 February 2017)

Zhang Lei KRB
Independent Non-Executive Directors BYFHITES
Poon Chiu Kwok &R

Woo Kar Tung, Raymond IR

Pang Chung Fai, Benny THIE
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DIRECTORS’ TRAINING (continued)

Notes:
A. Attending seminar(s)/forum(s)

B. Reading materials relating to general business, real estate
development, directors’ duties and responsibilities and so on

C. Giving talks to external seminar(s)/forum(s)

D.  Attending corporate event(s)/visit(s)
MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules (the “Appendix 10”) and
devised its own code of conduct regarding directors’ dealings in
the Company’s securities (the “Company Code”) on terms no less
exacting than the Model Code as set out in Appendix 10.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Model Code and
the Company Code throughout the year ended 31 December 2016.

The Company has also established written guidelines on no less
exacting terms than the Model Code (the “Employees Written
Guidelines”) for securities transactions by employees who are
likely to be in possession of unpublished inside information of the
Company.

No incident of non-compliance of the Employees Written Guidelines
by the employees was noted by the Company.
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DELEGATION BY THE BOARD

The Board undertakes responsibility for decision making in major
Company matters, including the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those that
may involve conflict of interests), financial information, appointment
of directors and other significant financial and operational matters.

All Directors have full and timely access to all relevant information
as well as the advice and services of the company secretary, with
a view to ensuring that Board procedures and all applicable laws
and regulations are followed. Each Director is normally able to seek
independent professional advice in appropriate circumstances at the
Company’s expense, upon making request to the Board.

The day-to-day management, administration and operation of
the Company are delegated to the chief executive officer and the
senior management. The delegated functions and responsibilities
are periodically reviewed. Approval has to be obtained from the
Board prior to any significant transactions entered into by the
aforesaid officers. The Board also has the full support of the chief
executive officer and the senior management for the discharge of its
responsibilities.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has established a formal and transparent procedure
for formulating policies on remuneration of senior management of
the Group. Details of the remuneration of each of the directors of the
Company for the year ended 31 December 2016 are set out in Note
8 to the Financial Statements.

EXE2REUARARAEREERELR
R BRERUEREEMERRER X
R NIAE - A ERE R KR e I
B BARS(LERER RS LA mE R
M%) WBEE ZEEEREME
REATESGEFEE ©

2REFA NGRS EEBEIEIAR
REAMENER LR ABENEE
SERFEFALETHBEERRA R
M- MEFSREBRE  S8EF—
RANEZELTHABLIEXER -
ERBARRAESE -

AARBEER - TRREEGRITR
RENEREREBRE - AAAIRESH
REIESEBERIE LRSRBE
REEMEAZRSA - LASLEE
e  EFSTHTRBHRER
TERERNIHETHBRE

ESREREEEHHN

AAFEHEARESRE EEFH MK
EMEXNREBHAENRER - AR2E&
BENEZE2016F12 A31 BILFESNFH
RN R e D



BOARD COMMITTEES

As an integral part of sound corporate governance practices, the
Board has established three committees, namely, the Nomination
Committee, Remuneration Committee and Audit Committee,
for overseeing particular aspects of the Company’s affairs. All
Board committees of the Company are established with defined
written terms of reference which are available to shareholders
on the Company’s website. Each of the Nomination Committee,
Remuneration Committee and Audit Committee are provided with
sufficient resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice in
appropriate circumstances, at the Company’s expenses.

Nomination Committee

The Nomination Committee comprises three members, namely Mr.
Kang Baohua (chairman), Mr. Poon Chiu Kwok and Mr. Pang Chung
Fai, Benny, the majority of which are independent non-executive
directors.

The principal duties of the Nomination Committee include reviewing
the Board composition, making recommendations to the Board
on the appointment and succession planning of directors, and
assessing the independence of the independent non-executive
directors.

During the year ended 31 December 2016, the Nomination
Committee:

° reviewed the structure, size and composition (including the
skills, knowledge and experience) of the Board annually and
made recommendations on any proposed changes to the
Board to implement the Company’s corporate strategy;

° made recommendations to the Board to ensure that the
independent non-executive Directors comprise at least one-
third of the Board;

o assessed the independence of independent non-executive
Directors; and
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BOARD COMMITTEES (continued)

Nomination Committee (continued)

o made recommendations to the Board on the re-appointment
of Directors; and

o made recommendations to achieve board diversity through
the consideration of a number of factors, including but not
limited to gender, age, ethnicity, professional experience and
knowledge.

The Nomination Committee will meet at least once per year
according to its terms of reference. One Nomination Committee
meetings was held during the year under review.

Remuneration Committee

The Remuneration Committee comprises three members, namely
Mr. Woo Kar Tung, Raymond (chairman), Mr. Li Hongren and Mr.
Pang Chung Fai, Benny, the majority of which are independent non-
executive directors. Mr. Li Hongren was appointed as a member
of the Remuneration Committee upon the resignation of Mr. Tian
Shouliang on even date.

The Remuneration Committee is responsible for making
recommendations to the directors’ remuneration and other benefits.
The remuneration of all directors is subject to regular monitoring
by the Remuneration Committee to ensure that level of their
remuneration and compensation are reasonable. Their written terms
of reference are in compliance with the provisions of the CG Code.
Pursuant to code provision B.1.4 of the CG Code, the Remuneration
Committee would make available its terms of reference, explaining its
role and the authority delegated to it by the Board.
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BOARD COMMITTEES (continued)

Remuneration Committee (continued)

During the year ended 31 December 2016, the Remuneration
Committee:

o made recommendations to the Board on the Company’s
policy and structure for all Directors and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

° reviewed and approved the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

° reviewed and approved the disclosure details of any
remuneration payable to members of senior management by
band in the annual reports; and

o conducted regular evaluations of the Board on its performance
as it may consider appropriate.

Pursuant to code provision B.1.5 of the CG code, the remuneration
of the members of the senior management by band for the year
ended 31 December 2016 is set out below:

In the band of B & E
Nil to HK$1,000,000 =2 1,000,000 7% 7T

The Remuneration Committee held one meeting during the year
ended 31 December 2016.
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BOARD COMMITTEES (continued)

Audit Committee

The Audit Committee comprises three members, namely Mr. Poon
Chiu Kwok (chairman), Mr. Woo Kar Tung, Raymond and Mr. Pang
Chung Fai, Benny, all of which are independent non-executive
directors.

The primary duties of the Audit Committee are to review and
supervise the financial reporting process and internal control system
and to provide advice and comments to the Board.

During the year ended 31 December 2016, the Audit Committee:

o made recommendations to the Board on the appointment,
re-appointment and removal of the external auditor, and
approved the remuneration and terms of engagement of the
external auditor;

o reviewed and monitored the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

o reviewed the annual results in respect of the year ended 31
December 2015 and the interim results for the six months
ended 30 June 2016 as well as significant issues on financial
control, internal control and risk management systems;

o discussed the internal control system with management to
ensure that management has performed its duty to have an
effective internal control system. This discussion included the
adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s
accounting and financial reporting functions; and

° developed and reviewed the Company’s policies and practices
on corporate governance and made recommendations to the
Board.
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BOARD COMMITTEES (continued)

Audit Committee (continued)

The Audit Committee held two meetings during the year ended 31
December 2016.

The Audit Committee also met the external auditors of the Company
twice during the year ended 31 December 2016 without the
presence of the executive directors.

CORPORATE GOVERNANCE FUNCTIONS
During the period under review, the Board is responsible for

determining the policy for the corporate governance of the Company
performing the corporate governance duties as below:

to develop and review the Group’s policies and practices on
corporate governance and make recommendations;

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

o to review and monitor the Group’s policies and practices on
compliance with all legal and regulatory requirements (where
applicable);

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

o to review the Group’s compliance with the CG Code and
disclosure requirements in the Corporate Governance Report.
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ACCOUNTABILITY AND AUDIT

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2016.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
announcements of inside information and other disclosures
required under the Listing Rules and other statutory and regulatory
requirements.

The management of the Company has provided to the Board such
explanation and information as are necessary to enable the Board
to carry out an informed assessment of the Company’s financial
statements, which are put to the Board for approval.

INTERNAL CONTROLS AND RISK MANAGEMENT

During the year under review, the Board, through the Audit
Committee, conducted a review of the effectiveness of the internal
control system of the Company including the adequacy of resources,
qualifications and experience of staff of the Company’s accounting
and financial reporting function, and their training programmes and
budget.

The Board is responsible for maintaining an adequate internal
control system to safeguard shareholder investments and Company
assets and with the support of the Audit Committee, reviewing the
effectiveness of such system on an annual basis.

Appropriate policies and controls have been designed and
established which can only provide reasonable and not absolute
assurance against material misstatement or loss, as they are
designed to manage, rather than eliminate, the risk of failure to
achieve business objectives.

The Board oversees the Group’s risk management and internal
control systems on an ongoing basis, and ensures that a review
of the effectiveness of the Group’s risk management and internal
control systems is being conducted at least annually.
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INTERNAL CONTROLS AND RISK MANAGEMENT
(continued)

In 2016, the Company focused on the following internal control
operations:

o Reviewing risk management and internal control in 2016,
assessing the Company’s progress for risk control in
key business operations such as sales, purchase and
development and legal compliance, and formulating the risk
management and internal control plan for 2017;

o Further strengthening the leading function of business
departments and various units in the internal control self-
assessment, promoting the effectiveness of self-assessment,
conducting focused and targeted self-evaluation exercises
surrounding the major risks of respective business areas
and evaluating the performance assessment of the self-
assessment through independent internal control assessment;

o Evaluating the material impact on the Company’s financial
performance or condition which resulted from the incidence of
any significant control failings or weaknesses that have been
identified;

o Focusing on the internal control deficiencies identified during
the self-assessment, the Company promptly identified the
responsibilities and timely rectified the deficiencies, effectively
control and eliminate any potential risks. The Company also
worked towards enhancing the systems and procedures,
and deepening its governance measures, while continuously
enhancing the design and operating effectiveness of internal
control; and

. Commencing on all fronts activities, such as sharing of
experiences and know-how of risk management and internal
control, risk management processes and examination on risk
management knowledge for key business activities.
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INTERNAL CONTROLS AND RISK MANAGEMENT
(continued)

The Board has implemented procedures and internal controls
for the handling and dissemination of inside information. During
the Reporting Period, material transactions of the Company were
reviewed by various internal departments of the Company including
the legal department and the finance and securities department.
After reviewing, if the legal department and the finance and securities
department were in the view that the proposed transactions may
involve inside information, they would consult with the legal adviser
of the Company. Thereafter the proposed transaction concerned
would be reported to the Board. If the relevant information
constituted inside information, the legal adviser, with the assistance
of the legal department and the financed and securities department
of the Company, would draft an announcement which would be
reviewed by members of the Board. After that, dissemination of such
inside information would be conducted by publishing the relevant
information on the Company’s website and the website of the Stock
Exchange in accordance with the Listing Rules.

As a result of the above operations, the Board confirms, and
management has also confirmed to the Board, that the Group’s risk
management and internal control systems are basically effective and
adequate and have complied with the Corporate Governance Code
provisions on risk management and internal control throughout the
year and up to the date of this annual report.

COMPANY SECRETARY

Mr. Yu Leung Fai of Yu & Co. CPA Limited, the external company
secretary service provider of the Company, has been engaged by the
Company as its company secretary since 30 June 2012. The primary
corporate contact person at the Company is Jason Li, the vice
president of the Finance and Securities Department of the Company.

The company secretary’s biography is set out in the section headed
“Directors and Senior Management” on pages 32 to 39 of this report.
During the year ended 31 December 2016, the company secretary
undertook over 32 hours of professional training to update his skills
and knowledge.
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EXTERNAL AUDITORS AND AUDITORS’ REMUNERATION

The statement of the external auditors of the Company about their
reporting responsibilities for the financial statements of the Company
is set out in the “Independent Auditor’'s Report” on pages 115 to
1283.

The remuneration paid to the external auditors of the Company in
respect of audit services for the year ended 31 December 2016
amounted to approximately RMB8.6 million. The external auditors of
the Company did not provide any non-audit services to the Company
for the year ended 31 December 2016.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an extraordinary general
meeting (including making proposals/moving a resolution at the
extraordinary general meeting)

o Any one or more shareholders holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings
of the Company (the “Eligible Shareholder(s)”) shall at all
times have the right, by written requisition to the Board or
the company secretary of the Company (the “Company
Secretary”), to require an extraordinary general meeting to
be called by the Board for the transaction of any business
specified in such requisition, including making proposals or
moving a resolution at an extraordinary general meeting.

o Eligible Shareholders who wish to convene an extraordinary
general meeting for the purpose of making proposals or
moving a resolution at an extraordinary general meeting must
deposit a written requisition (the “Requisition”) signed by
the Eligible Shareholder(s) concerned to the principal place of
business of the Company in Hong Kong at Unit 1121, 11/F
No.1 Block, Grand Central Plaza 138 Shatin Rural Committee
Road Shatin Hong Kong, for the attention of the Company
Secretary.

° The Requisition must state clearly the name of the Eligible
Shareholder(s) concerned, his/her/their shareholding in the
Company, the reason(s) to convene an extraordinary general
meeting, the agenda proposed to be included the details of the
business(es) proposed to be transacted in the extraordinary
general meeting, signed by the Eligible Shareholder(s)
concerned.
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SHAREHOLDERS’ RIGHTS (continued)

Procedures for shareholders to convene an extraordinary general
meeting (including making proposals/moving a resolution at the
extraordinary general meeting) (continued)

o If within 21 days of the deposit of the Requisition, the Board
has not advised the Eligible Shareholders of any outcome to
the contrary and fails to proceed to convene an extraordinary
general meeting, the Eligible Shareholder(s) himself/herself/
themselves may do so in accordance with the memorandum
and articles of associations, and all reasonable expenses
incurred by the Eligible Shareholder(s) concerned as a result
of the failure of the Board shall be reimbursed to the Eligible
Shareholder(s) concerned by the Company.

Disclaimer

The contents of this sub-section headed “Shareholders’ Rights”
are for reference and disclosure compliance purposes only. The
information does not represent and should not be regarded as legal
or other professional advice from the Company to the shareholders.
Shareholders should seek their own independent legal or other
professional advice as to their rights as shareholders of the
Company. The Company disclaims all liabilities for losses incurred
by its shareholders in reliance on any contents of this sub-section
headed “Shareholders’ Rights”.

Making enquires to the Board
Shareholders may send their enquiries and concerns to the Board by
addressing them to the principal place of business of the Company

in Hong Kong by post through the following means:

Telephone number: (86) 24 25273288

By post: 20, Street 13 Shenyang Economic &
Technological Development Area,
Shenyang, 110027, China

Attention: Investor Relations Department

By email: investors@yuandacn.com
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INVESTOR RELATIONS

Amendments to the Articles of Association of the Company

During the year under review, the Company has not made any
changes to its articles of association. An up-to-date version of the
Company’s articles of association is also available on the Company’s
website and the Stock Exchange’s website.

Investors Communication Policy

The Company regards the communication with institutional investors
as important means to enhance the transparency of the Company
and collect views and feedbacks from institutional investors. To
promote effective communication, the Company maintains a website
at www.yuandacn.com, where up-to-date information and updates
on the Company’s business operations and developments, financial
information, corporate governance practices and other information
are posted are available for public access. During the year under
review, the directors and senior management of the Company
participated in numerous road shows and investment conferences.
In addition, the Company also maintains regular communication with
the media through press conferences, news releases to the media
and on the Company’s website, and answering enquiries from the
media.

The general meetings of the Company provide a forum for
communication between the Board and the shareholders face-to-
face dialogue with the shareholders. The Chairman of the Board
as well as chairmen of the Nomination Committee, Remuneration
Committee and Audit Committee or, in their absence, other
members of the respective committees and, where applicable, the
chairman of the independent Board committee, are available to
answer questions at shareholder meetings.

The annual general meeting regarding the financial results for the
year ended 31 December 2016 (the “AGM”) will be held on 1 June
2017. The notice of AGM will be sent to shareholders at least 20 clear
business days before the AGM.
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The Directors of the Company are pleased to present their report and
the audited financial statements for the year ended 31 December
2016 of the Group.

BUSINESS REVIEW AND PERFORMANCE

A review of the business of the Group and a discussion and analysis
of the Group’s performance during the year under review and a
discussion on the Group’s future business development and outlook
of the Company’s business, possible risks and uncertainties that the
Group may be facing and important events affecting the Company
occurred during the year ended 31 December 2016 are provided
in the section headed “Chairman’s Statement” on pages 8 to 11
and the section headed “Management Discussion and Analysis” on
pages 12 to 31 of this annual report. An account of the Company’s
relationships with its key stakeholders is included in the paragraph
headed “Relationships with Employees, Suppliers and Customers”
of the report of the Directors on page 64 of this annual report.

An analysis of the Group’s performance during the year ended 31
December 2016 using financial performance indicators is provided
in the section headed “Management Discussion and Analysis” on
pages 12 to 31 of this annual report and the Group’s “Five Year
Financial Summary” on page 256 of this annual report.

In addition, more details regarding the Group’s performance by
reference to environmental and social-related key performance
indicators and policies, as well as compliance with relevant laws
and regulations which have a significant impact on the Company
are provided in the report headed “Environmental, Social and
Governance” on pages 89 to 114 of this annual report.

ENVIRONMENTAL PROTECTION

Environmental conservation remains a key focus for the Group.
The conscientious use of resources and adoption of best
practices across the Group’s businesses underlie its commitment
to safeguarding the environment. The Group encourages
environmental protection and comply with environmental legislation
and promote awareness towards environmental protection to the
employees.
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ENVIRONMENTAL PROTECTION (continued)

The Group puts great emphasis in environmental protection and
sustainable development. Through the establishment of an ever-
improving management system, enhancement on procedure
monitoring, energy conservation and environment protection were
strongly promoted, leading to the achievement of environmental
management. Several measures have been implemented by the
Group in order to promote environmental protection. Further details
are set forth in the Environmental, Social and Governance Report as
set forth in this annual report.

MAJOR BUSINESS

The Company is principally engaged in the provision of one-stop
integrated curtain wall solutions for its customers to meet the
technical specifications and performance requirements of their
projects. The analysis of the revenue of the Group for the year is set
out in Note 4 to the Financial Statements.

FINANCIAL STATEMENTS
The profit of the Group for the year ended 31 December 2016 and

financial condition of the Company and the Group as at that date are
set out in the Financial Statements on pages 124 to 255.

SHARE CAPITAL

The changes in the share capital of Company during the year are set
out in Note 27(c) to the Financial Statements.

FINAL DIVIDENDS

The Board has resolved not to declare any annual dividend for
the year ended 31 December 2016, subject to the approval of the
shareholders of the Company at the forthcoming annual general
meeting of the Company to be held on 1 June 2017.

There is no arrangement under which a shareholder of the Company
has waived or agreed to waive any dividend.
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BOOK CLOSURE PERIOD AND RECORD DATE

For the purpose in determining who will be eligible to attend and vote
at the AGM, the register of members of the Company will be closed
from Friday, 26 May 2017 to Thursday, 1 June 2017 (both days
inclusive), during which time no transfer of shares will be registered.
To ensure that the shareholders are entitled to attend and vote at
the Annual General Meeting, the shareholders must deliver their
duly stamped instruments of transfer, accompanied by the relevant
share certificates, to the Group’s share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, at Room
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong by no later than 4:30p.m. on Thursday, 25 May
2017 for registration of the relevant transfer.

RESERVE

Details of movements in reserve of the Group during the year ended
31 December 2016 are set out in the Consolidated Statement of
Changes in Equity of the Financial Statements. Details of movements
in the reserves of the Company during the year are set out in Note
27(a) to the Financial Statements.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, the share
premium of the Company is available for distribution of dividends to
the shareholders subject to the provisions of the Company’s Articles
of Associations, and with the sanction of an ordinary resolution,
dividend may be declared and paid out of share premium account or
any other fund or account which can be authorized for this propose.
As at 31 December 2016, the distributable reserves of the Company
were RMB574.0 million (31 December 2015: RMB574.0 million).

PROPERTY, PLANT AND EQUIPMENTS

The changes in property, plant and equipments of the Group during
the year ended 31 December 2016 are set out in Note 12 to the
Financial Statements.

EEnERRECHBRLEREH

AEELMBRBFAE RRKREEBSE
AERZER KRB NHELBR
20175 826 H(E#A)E2017F6 B
18 (28m) (BEEEMAREN)BREE
ERERNBFERLFE - BEERRE
EEHEREAFTFASYRNE LRE -
IRERBR 201765 A25 H(2H8IM) T F
AR30D AT - BEEZREENRBE X4
ERAEREXARAEENEEESLE
HEBBTFRELFZLARAR - M
REBBFEFRNERI18IFREMALN7
BA1712-17169E » HEEHBFERLTF

&
f#E

REEREZE2016F12 A31 HIEFER
REBZHFBEARNMBHRERNE R
BERAN - TR ARAINHEBEEESF
BN BHRERMTE27(0) ©

A7k

BRERSHEQARE AN RKRM &
BRI AEAD R TREMRE - HEER
AEARRIMBEBERMAFTE - B@B
TRABRRIAER  TEARNDAEERSK
FAEEEERENEME SR,
FIRSRAAZE - 72016412 A31H -
RARKAI D IERFEERBARES7408 8
TT(R2015F 12 A31 B: AR 57405
8T) °

M - BEKRRE
HE2016F 12 A1 HILFE - AEER

W - R T AR R B R B T R R B
120



MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the percentage of purchases
attributable to the Group’s largest suppliers and the Group’s
five largest suppliers in aggregate accounted for approximately
4.5% and 17.5% of the Group’s total purchase, respectively. The
percentage of turnover attributable to the Group’s largest customers
and the Group’s five largest customers in aggregate accounted
for approximately 4.3% and 12.0% of the Group’s total turnover,
respectively.

Save as disclosed herein, so far as is known to the Directors,
none of the Directors or his/her close associates and none of the
shareholders possessing over 5% of the interest in the share capital
of the Company possessed any interest in the abovementioned
suppliers and customers.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

The Group understands that employees are valuable assets. The
Group provides competitive remuneration package to attract
and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.

The Group’s business is built on a customer-oriented culture.
The Group also understands that it is important to maintain good
relationship with its suppliers and customers to fulfil its immediate
and long-term goals. To maintain its market competitiveness within
the industry, the Group aims at delivering constantly high standards
and high quality products to its customers. During the year under
review, there was no material and significant dispute between the
Group and its suppliers and/or customers.
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DIRECTORS

The Directors in office during the year and as of the date of this report
are as follows:

Executive Directors

Mr. Kang Baohua (Chairman)
Mr. Tian Shouliang

(Chief Executive Officer) (resigned on 8 February 2017)
Mr. Guo Zhongshan (resigned on 8 February 2017)
Mr. Wang Yijun (resigned on 8 February 2017)
Mr. Wang Lihui

(Chief Financial Officer) (resigned on 8 February 2017)
Mr. Li Hongren

(Chief Executive Officer) (appointed on 8 February 2017)
Mr. Liu Futao (appointed on 8 February 2017)
Mr. Ma Minghui (appointed on 8 February 2017)
Mr. Wang Hao

(Chief Financial Officer) (appointed on 8 February 2017)
Mr. Zhang Lei

Independent non-executive Directors

Poon Chiu Kwok
Woo Kar Tung, Raymond
Pang Chung Fai, Benny

Biographical details of the Directors and senior management are
set forth in the section “Directors and Senior Management” of this
report.
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SERVICE CONTRACTS OF DIRECTORS

Details of service contracts for our executive Directors and
non- executive Directors are set out under the section headed
“Appointment and Re-election of Directors” of the Corporate
Governance Report. There was no service contract entered by the
Company and any Directors to be re-elected in the coming annual
general meeting stipulating that the Company may not terminate the
appointment within one year without compensation payment (other
than the statutory compensation).

In accordance with the Company’s Articles of Association and
the CG Code, Mr. Li Hongren, Mr. Liu Futao, Mr. Ma Minghui, Mr.
Wang Hao, Mr. Zhang Lei, Mr. Poon Chiu Kwok, and Mr. Woo Kar
Tung, Raymond will retire at the annual general meeting and, being
eligible, will offer themselves for re-election at the annual general
meeting. Please refer to Note 8 to the Financial Statements for details
of the remuneration of Company’s directors for the year ended 31
December 2016.

DIRECTORS’ INTERESTS IN CONTRACTS

Other than those transactions disclosed in Note 28 to the Financial
Statements and in the section “Connected transactions” below,
there was no other significant contract with any member of the
Group as the contracting party and in which the Directors of the
Company possessed direct or indirect substantial interests, and
which was still valid on the year end date or any time during the year
and related to the business of the Group.
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DIRECTORS’ INTERESTS IN COMPETITIVE BUSINESS

Qur Chairman, Mr. Kang Baohua, through Best Outlook Limited
(“Best Outlook”) and Neo Pioneer Limited (“Neo Pioneer”) owns
in aggregate approximately 56.78% of the total number of shares
of the Company in issue as at the date of this annual report. Mr.
Kang Baohua, Best Outlook and Neo Pioneer are the controlling
shareholders of the Company. Mr. Kang Baohua also owns 100%
interest in Yuanda Aluminium Industry Engineering (Singapore)
Pte. Ltd. (“Yuanda Singapore”) through Yuanda Group, which is
owned by Mr. Kang Baohua. Yuanda Singapore is primarily engaged
in curtain wall works and trading as well as investment holding.
Although the Company has established a wholly owned subsidiary
in Singapore to carry out curtain wall contracting projects, the ability
to contract for large-scale public curtain wall projects in Singapore is
dependent on local contracting experience. Given the lack of direct
local contracting experience, the Group has been cooperating with
Yuanda Singapore on the contracting of large scale public curtain
wall projects in Singapore during the last six years and will continue
to supply curtain wall products to Yuanda Singapore until the
Company’s wholly owned subsidiary will be able to undertake such
projects in Singapore on its own. Please see the section headed
“Connected Transactions” in the prospectus of the Company dated
20 April 2011 (the “Prospectus”) for details. For the aforesaid
purpose, Yuanda Singapore has been excluded from the deed of
non-competition (“Deed of Non-competition”) provided by the
controlling shareholders to the Company on 21 April 2011.

The Company has received an annual written confirmation from
each of the Company’s controlling shareholders in respect of the
compliance by them and their associates with the Deed of Non-
competition. Each of the controlling shareholders of the Company
have also confirmed that all of them have abided by the Deed of Non-
competition during the year ended 31 December 2016.
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DIRECTORS’ INTERESTS IN COMPETITIVE BUSINESS
(continued)

The independent non-executive Directors have reviewed the Deed of
Non-competition, the confirmation given by each of the Company’s
controlling shareholder and whether the controlling shareholders
have abided by the non-competition undertaking under the Deed
of Non-competition. The independent non-executive Directors
confirmed that they had determined that the controlling shareholders
have not been in breach of the Deed of Non-competition during the
year ended 31 December 2016.

Save as disclosed, no Directors nor their respective connected
persons possessed any interests in any business that competed or
might compete with the business that the Group conducted.

PERMITTED INDEMNITY PROVISION

Each Director or other officer of the Company shall be entitled to be
indemnified and secured harmless out of the assets and profits of
the Company from and against all actions, costs, charges, losses,
damages and expenses which he or she may incur or sustain in or
about the execution of the duties of his or her office or otherwise
in relation thereto in accordance with the Company’s Articles of
Association.
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SHARE OPTION SCHEME

On 12 April 2011, the Company adopted a share option scheme
(“Share Option Scheme”) whereby the Board of Directors can
grant options for the subscription of our shares to the employees,
managerial staff and senior employees of the Group and those
other persons that the Board of Directors considers that they will
contribute or have contributed to the Group (the “Participants”)
as described in the Share Option Scheme in order to serve as
compliment and to reciprocate their contribution to the Group. The
maximum number of shares that may be issued under the Share
Option Scheme was 600,000,000 shares which is equivalent to
10% of the issued capital of the Company after completion of
the Global Offering (as defined in the Prospectus). The number of
shares that may be granted pursuant to the terms of the Share
Option Scheme shall not exceed 10% of the issued shares of the
Company immediately after the completion of the Global Offering.
Unless otherwise approved by the shareholders of the Company
in general meeting, the number of shares that may be granted to
the Participants under the Share Option Scheme shall not exceed
1% within any 12-month period (other than those granted to the
substantial shareholders (as defined in the Listing Rules)), or the
total number of shares that may be granted under the options to
the independent non-executive Directors or any of their respective
connected persons shall not exceed 0.1% of the shares in issue of
the Company from time to time. There is no minimum period that
the options must be held before they become exercisable, and the
options granted shall be exercised within the period decided by the
Board of Directors, and however no options shall be exercised 10
years after they have been granted. The exercise price of the option
shall be the highest of:
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SHARE OPTION SCHEME (continuea)

(@ the closing price of the Shares on the daily quotation sheet of
the Stock Exchange on the date of grant;

(b)  the average closing price of the Shares on the daily quotation
sheet of the Stock Exchange for the five business days
immediately preceding the date of grant; and

() nominal value of the Share. Each grantee shall pay a
consideration of HK$1.00 at the time the option is granted.

The Share Option Scheme shall take effect from the date it is
adopted and shall remain effective within a period of 10 years from
that date.

Since the Share Option Scheme was adopted, no options have been
granted.

SHARE AWARD SCHEME

A share award scheme (the “Share Award Scheme”) was adopted
on 10 April 2013 to recognize and motivate the contributions made
to the Group by its employees and to give incentives in order to
retain them for the continuous operation and development of the
Group. For the year ended 31 December 2016, no shares had been
awarded under the Share Award Scheme. Details of the rules of
the Share Award Scheme are set out in the announcement of the
Company dated 10 April 2013.

The Share Award Scheme shall be valid and effective for a term of
10 years commencing on the date of adoption on 10 April 2013.
Pursuant to the Share Award Scheme, the shares will be acquired
by the independent trustee at the cost of the Company and be held
in trust for the selected employees until the end of each vesting
period. The maximum number of shares which may be granted to
the selected employees under the Share Award Scheme shall not
exceed five percent (6%) of the total issued share capital of the
Company from time to time. The maximum number of shares which
may be awarded to a selected employee under the Share Award
Scheme shall not exceed one percent (1%) of the total issued share
capital of the Company from time to time.
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DEBENTURE

For the year ended 31 December 2016, the Company, its holding
company or its subsidiaries were not the contracting parties of
any arrangements from which the Directors could make a profit by
purchasing the shares or debentures of the Company or any other
companies.

INTEREST AND SHORT POSITIONS OF DIRECTORS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2016, the interest or short position of the
Directors or chief executives of the Company in the Shares,
underlying Shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interest or
short positions which they were taken or deemed to have under
such provisions of the SFO) or which would be required, pursuant
to section 352 of the SFO, to be entered in the register referred to
therein, or which would be required to be notified to the Company
and the Stock Exchange, pursuant to Model Code, are as follows:
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INTEREST AND SHORT POSITIONS OF DIRECTORS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)

U

Interest of the Company

Name of Director

E3fR

Kang Baohua

)ﬁﬁﬂ

Tian Shouliang

(resigned on 8 February 2017)
HFR(R2017E2 78 BEE)

Guo Zhongshan

(resigned on 8 February 2017)
FRIL(R2017F2 A8 BEHE)

Wang Yijun

(resigned on 8 February 2017)
FREB(R2017%2 78 HFHE)

Wang Lihui

(resigned on 8 February 2017)
TIB(R201742 A8 ABHE)

Zhang Lei
RE

Notes:

Nature of Interest

BEHE
Beneficial owner
EalEEA
Interest of controlled corporation
R EERER
Beneficial owner
EalEEA
Beneficial owner
ExBAA
Beneficial owner
ERBEAA
Beneficial owner

ExSHAA

Beneficial owner

EsEHAA

(1) The letter “L” denotes long position in such securities.

(2)  Of the shares held by Mr. Kang Baohua, 2,582,971,923
Shares were held by Best Outlook Limited and 730,632,771
Shares were held by Neo Pioneer Limited, both companies
of which are wholly-owned by Mr. Kang Baohua.

EERKRMD - HEROREFNERRK
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Approximate Percentage

Number of Shares of Shareholding
RAEE RESNESL
211,522,000 (1) 3.41%
3,313,604,694 (L) 53.37%
12,714,460 (L) 0.20%
12,714,460 (1) 0.20%
12,714,460 (L) 0.20%
10,335,384 (L) 0.17%
3,000,000 (L) 0.05%
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INTEREST AND SHORT POSITIONS OF DIRECTORS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)

(i) Interest in associated corporations

Name of Associated
Name of Director Corporation
E=pL HE=EER
Kang Baohua Best Outlook Limited
REE EFEERAF
Kang Baohua Neo Pioneer Limited
REE #EIARAF

Note:

(1) The letter “L” denotes long position in such securities.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS

As at the date 31 December 2016, the following persons (other than
the Directors and chief executives of the Company) had or deemed
or taken to have an interest and/or short position in the Shares or
the underlying Shares which would fall to be disclosed under the
provisions of Division 2 and 3 of Part XV of the SFO as recorded in
the register required to be kept by the Company under section 336
of SFO, or who was directly or indirectly, interested in 5% or more of
the issued share capital of the Company:

Interest of the company

Name Capacity

£ L)

Best Outlook Limited™ Beneficial owner
ERARARO ExBERA
Neo Pioneer Limited® Beneficial owner

HEIER QR BEalBA

ESRKRMD - HEROREFNERK
KRB (E)

(i)  RIBEEEBEARED

Percentage of

Number of Shares Shareholding
RH#E BRERDL

10 100%

10 100%
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Approximate Percentage

Number of Shares of Shareholding
RH#E RESRAE AL
2,5682,971,923 (L) 41.60%
730,632,771 (1) 11.77%



SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS (continued)

Interest of the company (continued)

Notes:

(1)  Best Outlook Limited and Neo Pioneer Limited are companies
incorporated in the BVI and are wholly-owned by Mr. Kang
Baohua.

(2)  The letter “L” denotes long position in such securities.
SUBSIDIARIES

Details of the major subsidiaries of the Company as of 31 December
2016 are set out in Note 14 to the Financial Statements.

MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS

Details of the connected transactions of the Company for the year
ended 31 December 2016 are as follows:

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements

(1)  Purchase of metal materials and parts from Yuanda
Environment

On 24 December 2014, Shenyang Yuanda entered into a
master agreement (the “Yuanda Environment Purchase
Agreement”) with Shenyang Yuanda Environment
Engineering Co., Ltd. (&5 iR NIRIE T2 AR A7 “Yuanda
Environment”), pursuant to which the Group agreed to
purchase metal materials and parts from Yuanda Environment
for a term of three years ended 31 December 2016, subject
to annual caps not exceeding RMB6.0 million, RMB6.1 million
and RMB6.4 million, respectively. The transaction amount for
the year ended 31 December 2016 was RMBNIl, which did not
exceed the annual cap for the year ended 31 December 2016.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements (continued)

(1)  Purchase of metal materials and parts from Yuanda
Environment (continued)

The annual caps under the Yuanda Environment Purchase
Agreement were determined based on fluctuation of metal
price and the historical transaction amount as well as taking
into account the projected continuing increase in the sales
volume of products which require metal materials and parts
for manufacturing, the demand of the Group and the current
market prices for such products.

As at the date of the Yuanda Environment Purchase
Agreement, Yuanda Environment was a wholly-owned
subsidiary of Yuanda Group, which was in turn beneficially
owned by Mr. Kang Baohua, an executive Director and the
controlling shareholder of the Company. Accordingly, Yuanda
Environment was an associate of a connected person of
the Company and the transactions contemplated under
the Yuanda Environment Purchase Agreement constitutes
continuing connected transactions for the Group under
Chapter 14A of the Listing Rules.

Details of the Yuanda Environment Purchase Agreement
are set out in the announcement of the Company dated 24
December 2014.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements (continued)

(2) Processing services from Shenyang Yuanda Intellectual
Industry

On 24 December 2014, Shenyang Yuanda entered into a
master agreement (the “Processing Agreement”) with
Shenyang Yuanda Intellectual Industry Group Co.,Ltd.
(formerly known as “Shenyang Brilliant Elevator Co., Ltd.”) (&
BEAXERIEEERMER DR (RIBGENFEBR
B ABR/AE]") (‘Shenyang Yuanda Intellectual Industry”),
pursuant to which Shenyang Yuanda Intellectual Industry
agreed to provide processing services to the Group for a term
of three years ended 31 December 2016, subject to annual
caps not exceeding RMB11.0 million, RMB95.3 million and
RMB97.8 million, respectively. The transaction amount for the
year ended 31 December 2016 was approximately RMBO0.3
million, which did not exceed the annual cap for the year ended
31 December 2016.

The annual caps under the Processing Agreement were
determined based on the expected demand of structural
steel processing services by the Group during the term of the
Processing Agreement.

As at the date of the Processing Agreement, Shenyang
Yuanda Intellectual Industry was a subsidiary of Yuanda
Group, which was in turn beneficially owned by Mr. Kang
Baohua. Accordingly, Shenyang Yuanda Intellectual Industry
was an associate of a connected person of the Company
and the transactions contemplated under the Processing
Agreement constitutes continuing connected transactions for
the Group under Chapter 14A of the Listing Rules.

Details of the Processing Agreement are set out in the
announcement of the Company dated 24 December 2014.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent

Shareholders’ Approval Requirement but are Subject to the

Reporting and Announcement Requirements (continued)

)

Supply of curtain wall products to Yuanda Singapore

Yuanda Singapore contracted for curtain wall projects in
Singapore for which the Group supplied the curtain wall
products.

On 31 December 2013, the Company entered into an
agreement (the “Yuanda Singapore Supply Agreement”)
with Yuanda Singapore, pursuant to which the Group agreed
to supply curtain wall products to Yunada Singapore for a term
of three years ended 31 December 2016, subject to annual
caps not exceeding RMB80.0 million, RMB40.0 million and
RMB40.0 million, respectively. The transaction amount for the
year ended 31 December 2016 was RMBNIl, which did not
exceed the annual cap for the year ended 31 December 2016.

The annual caps under the Yuanda Singapore Supply
Agreement, were determined based on prevailing market
prices of the curtain wall products of the Group and the
anticipated volume of supply to Yuanda Singapore.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements (continued)

(8)  Supply of curtain wall products to Yuanda Singapore
(continued)

As at the date of the Yuanda Singapore Supply Agreement,
Yuanda Singapore was a wholly-owned subsidiary of Yuanda
Group, which was in turn beneficially owned by Mr. Kang
Baohua. Accordingly, Yuanda Singapore was an associate
of a connected person of the Company and the transactions
contemplated under Yuanda Singapore Supply Agreement
constituted continuing connected transactions for the Group
under Chapter 14A of the Listing Rules.

Details of the Yuanda Singapore Supply Agreement are set
out in the announcement of the Company dated 31 December
2013.

(4)  Purchase of raw materials from Shenyang Xinwan Fulong

On 31 December 2013, the Company entered into an
agreement (the “Shenyang Xinwan Fulong Purchase
Agreement”) with Shenyang Xinwan Fulong, pursuant to
which the Group agreed to purchase building materials and
hardware tools from Shenyang Xinwan Fulong for a term of
three years ended 31 December 2016, subject to annual
caps not exceeding RMB20.0 million, RMB20.0 million and
RMB20.0 million, respectively. The transaction amount for the
year ended 31 December 2016 was approximately RMBO0.8
million, which did not exceed the annual cap for the year ended
31 December 2016.

The annual caps for the Shenyang Xinwan Fulong Purchase
Agreement were determined based on the historical
transaction amount and taking into account the demand of the
Group and the current market prices for such products.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements (continued)

(4)  Purchase of raw materials from Shenyang Xinwan Fulong
(continued)

As at the date of the Shenyang Xinwan Fulong Purchase
Agreement, Shenyang Xinwan Fulong was wholly-owned by
Ms. Kang Fengxian (EE/Blfl), the sister of Mr. Kang Baohua.
Accordingly, Shenyang Xinwan Fulong was an associate of
a connected person of the Company and the transactions
contemplated under the Shenyang Xinwan Fulong Purchase
Agreement constituted continuing connected transactions for
the Group under chapter 14A of the Listing Rules.

Details of the Shenyang Xinwan Fulong Purchase Agreement
are set out in the announcement of the Company dated 31
December 2013.

The Company has complied with the requirements prescribed
in Chapter 14A of the Listing Rules with respect to the above
continuing connected transactions of the Group.

All independent non-executive Directors of the Company have
reviewed the above continuing connected transactions, and
confirmed that those transactions were entered into:

1. in the ordinary and usual course of business of the Group;

2. under normal commercial terms, or on terms better to the
Group than terms available to or from independent third
parties; and

3. in accordance with the agreements governing the above
continuing connected transactions, the terms of which are fair
and reasonable and in the interests of the Shareholders of the
Company as a whole.
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CONNECTED TRANSACTIONS (continued)

Continuing Connected Transactions Exempt from the Independent
Shareholders’ Approval Requirement but are Subject to the
Reporting and Announcement Requirements (continued)

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants.

Based on the work performed, the auditors of the Company
confirmed to the Board that the aforesaid continuing connected
transactions:

1. have been approved by the Board;

2. are in all material aspects, in accordance with the pricing
policies of the Group;

3, have been entered into, in all material respects, in accordance
with the relevant agreements governing the transactions; and

4, have not exceeded the relevant cap disclosed in the previous
announcements.

Pursuant to Rule 14A. 56 of the Listing Rules, the auditor has issued
an unqualified letter containing their conclusions in respect of the
continuing connected transactions of the Group. A copy of the
auditors’ letter has been provided by the Company to the Stock
Exchange.

CONFIRMATION OF INDEPENDENT STATUS

The Company received the letters of confirmation of independence
issued by all the independent non-executive Directors in accordance
with Rule 3.13 of the Listing Rules. The Board of Directors was
satisfied with the independent status of all the independent non-
executive Directors.
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USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING

In May 2011, the Company conducted a Global Offering through
which 1,708,734,000 new ordinary shares were offered at a price
of HK$1.50 per share. Net proceeds raised were approximately
HK$2,402,947,000. The ordinary shares of the Company were listed
on the Main Board of the Stock Exchange on 17 May 2011.

As stated in the Prospectus, the Company intended to use the
proceeds from the Global Offering for expansion of its production
capacity, repayment of its existing debts, investment in research and
development and expansion of its sales and marketing network.

As at 31 December 2016, an accumulated amount of approximately
HK$2,011 million of proceeds from the Global Offering (of which
expansion of production capacity: HK$568 million; repayment of
bank loans (mainly comprised the bridge loan of Standard Chartered
Bank): HK$962 million; expenses in research and development:
HK$261 million; and expansion of its sales and marketing network:
HK$220 million) was utilized. It is intended that the remaining
proceeds of approximately HK$392 million will be used in
accordance to the proposed allocation as stated in the Prospectus.

KUWAIT AND QATAR OPERATIONS

The Group owns only 49% of the equity interests of its operating
companies, Yuanda Kuwait General Contracting for Buildings
Underes (“Yuanda Kuwait”) and Yuanda Qatar Aluminium Industry
Engineering Co., W.L.L. (“Yuanda Qatar”), in Kuwait and Qatar
respectively, as both Kuwait and Qatar laws do not allow foreign
companies to own a majority interest in a local operating company.
The Group had no operation in Qatar prior to the establishment of
Yuanda Qatar and prior to the establishment of Yuanda Kuwait,
the Group supplied products to a local company for projects it
undertook in Kuwait.

BRLRBERSRERR

R2011F5 A » RARIETRIREE - %
= 4£1,708,734,000 R #T L BIR - HEE
ABER150BT EENFBRIEBEFE
#)752,402,947,000 78 7T ° ANQE)E R
R2011 5 A 17 BEBRATER L -

IR DB ERRERZMA - AR RH
KA S R RAERTERR  EERBE
% RERMEMFAE - RIEFTHEN

HZE2016%F 12 A31H » KRR R:HFEA
HEERBEMBH2011EEBTL(HEH
ERLIET - 568 BEATT - EERBTER
(FERBITBITBBER) : 962 A EH
TC MBS 261 BEEBIT 0 RIEFE
SHABAR - 220 B BABTT) o R TP FIBAY
3N BEEBITLHIZBALNRBREERE
FRRERZFTEARREA o

BEERFERER

AR R REBERIRFIER
ABEEEMEERRANZEER
AEBRBESR R RER - E0R%EA
HEEBRRAEAMBBEEEEAEE
RECAA(NERBEKR]) LERRSE
(REB) ITRBRAR(FHEBEEKX])
H) 49% i - ARE R RIEBE KK
Al ERERLEETEE - MERE
FEE KRR » NREBEER B R — R
B A B aa BB P AR
HYIE B FTA



KUWAIT AND QATAR OPERATIONS (continued)

Yuanda Kuwait

Under Kuwait law, the Group is not allowed to own a majority interest
in the local operating company. In order to enable it to govern and
control the financial and operation of Yuanda Kuwait and capture
its entire economic interest from its operations, the Group entered
into an agreement on 30 March 2009 (the “Kuwait Incorporation
Agreement”) with Mr. Mohamed Tareq Al Essa (the “Kuwait Local
Partner”), an independent third party, pursuant to which the Kuwait
Local Partner agreed to be the facilitator of the Group in relation
to the conduct of the Group’s business in Kuwait. Pursuant to the
Kuwait Incorporation Agreement, the Kuwait Local Partner has
declared that:

all the capital and assets belong to Shenyang Yuanda;

o he has no share (and hence no voting rights) or the right to get
any share in Yuanda Kuwait or any entitiement to the profit of
Yuanda Kuwait;

o he is not involved in the day-to-day operation of Yuanda
Kuwait, save for assisting Yuanda Kuwait with coordination
with the local government authorities;

o all works in relation to tendering, execution of contracts and
collection of proceeds are carried out by Yuanda Kuwait under
the management of Shenyang Yuanda;

o he would not be held liable for any losses; and

° the above terms in the Kuwait Incorporation Agreement is
irrevocable for three years effective from the date of signing
and will be automatically renewed for a similar period unless
and until terminated by both parties with a notice at least 90
days in advance.

Through the above arrangement, the Group is able to control the
operation of Yuanda Kuwait. As advised by the legal advisors of the
Company as to Kuwait law, the Kuwait Incorporation Agreement is
legal, valid and binding to its parties and constitutes legally binding
and enforceable obligations against the Kuwait Local Partner under
Kuwait law and is in compliance with the laws and regulations
of Kuwait. Based on the above, and in accordance with relevant
accounting standards, the Group consolidated Yuanda Kuwait into
its consolidated financial statements as a wholly-owned subsidiary.
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KUWAIT AND QATAR OPERATIONS (continued)

Yuanda Kuwait (continued)

As disclosed in the prospectus of the Company dated 20 April
2011 and the subsequent annual reports of the Company,
notwithstanding that the Company considers that it is able to
effectively operate and conduct the business of Yuanda Kuwait
under the present arrangement, the Company has undertaken that in
order to protect the interests of the Company, it will introduce further
measures, including using our best efforts to amend the terms of
the Kuwait Incorporation Agreement, by entering into supplemental
agreements that would include, among others, revisions that the
Kuwait Local Partner will not transfer any of its shares in Yuanda
Kuwait without the prior written consent of the Company, it will
vote for any resolutions of Yuanda Kuwait in accordance with the
instruction of the Company, and if there shall be any change to
the Kuwait laws or regulations and/or policies such that a foreign
entity becomes legally entitled to hold a majority interest in Yuanda
Kuwait, it will promptly transfer its relevant interest in Yuanda Kuwait
to the extent permitted by the then applicable laws or regulations to
Shenyang Yuanda to enable the Company to become the majority
shareholder of Yuanda Kuwait.

If the above additional measures cannot be implemented, there
will not be any legal consequences assumed by the Company
arising solely as a result of the Company’s failure to enter into the
supplemental agreements to implement these additional measures.
However, in order to better protect the Company’s interests,
the Company will search for a replacement for its existing local
partner who is willing to enter into a cooperation agreement with
the Company that will contain the terms of the abovementioned
additional measures which are in compliance with the requirements
of the Stock Exchange.

As of the date of this annual report, the Company is still in negotiation
with the Kuwait Local Partner on the implementation of the above
additional measures and the Company will disclose any measures
implemented and/or replacement of existing local partner in the
Company’s future annual reports.
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KUWAIT AND QATAR OPERATIONS (continued)

Yuanda Qatar

Under Qatar law, the Group is not allowed to own a majority interest
in the local operating company. In order to enable the Company
to govern and control the financial and operation of Yuanda Qatar
and capture its entire economic interest from its operations, the
Company has entered into the memorandum of association of
Yuanda Qatar dated 20 January 2008 (the “Qatar Articles”) with
Mr. Ahmed Omar Bbhaa Ahmed (the “Qatar Local Partner”),
an independent third party, and an agreement dated September
16, 2007 (the “Qatar Incorporation Agreement”) entered into
between Shenyang Yuanda and Actrade for Trading & Contracting,
a company of which the Qatar Local Partner was the authorized
signatory with respect to the governing of the operation of Yuanda
Qatar.

Pursuant to the Qatar Articles and the Qatar Incorporation
Agreement, Yuanda Qatar was established and held as to 51%
by the Qatar Local Partner and as to 49% by Shenyang Yuanda.
Pursuant to the Qatar Articles:

o representatives of Shenyang Yuanda are responsible for
managing the company during the entire term of its existence;

o profits of the company will be distributed as to 95% to
Shenyang Yuanda and as to 5% to the Qatar Local Partner;

The Qatar Articles were supplemented by the Qatar Incorporation
Agreement pursuant to which it was agreed that:

. the Qatar Local Partner will facilitate Shenyang Yuanda to
conduct business in Qatar;

o instead of receiving dividends from Yuanda Qatar, the Qatar
Local Partner will be paid an annual service fee of US$40,000
plus a scalable commission calculated based on 1% to 5% of
the contract value of projects that Yuanda Qatar won with the
assistance of the Qatar Local Partner;
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KUWAIT AND QATAR OPERATIONS (continued)
Yuanda Qatar (continued)

° the dividends declared by Yuanda Qatar may be used to offset
and settle any service fees due or payable to the Qatar Local
Partner;

. save for assisting Yuanda Qatar with coordination with the
local government authorities, the Qatar Local Partner is not
involved in the day-to-day operations of Yuanda Qatar;

o all works in relation to tendering, execution of contracts and
collection of proceeds are carried out by Yuanda Qatar under
the management of Shenyang Yuanda.

As advised by the legal advisors of the Company as to Qatar law,
subject to the Qatar Articles, the Qatar Incorporation Agreement is
legal, valid, binding and enforceable under Qatar law, and as the
Qatar Incorporation Agreement and the Qatar Articles are related
to the same subject matter, the Qatar Incorporation Agreement is
considered to be an explanatory to the Qatar Articles under Qatar
law. The Company’s legal advisors as to Qatar law has further
advised that the Qatar Articles is a validly binding and legally
enforceable document and constitutes legal, valid, binding and
enforceable obligations of the parties thereto with respect to the
governance of the affairs of Yuanda Qatar and is in compliance
with the relevant laws and regulations of Qatar and the Qatar
Incorporation Agreement is enforceable against the Qatar Local
Partner.

The Company entered into this arrangement in Qatar in order to
enable it to control and operate Yuanda Qatar and capture the
economic interest from its operations, and these are supported by
the following terms in the Qatar Articles and the Qatar Incorporation
Agreement:

o the representatives from Shenyang Yuanda are entitled to
similar responsibilities and authorities in Yuanda Qatar as
board members in other subsidiaries of Shenyang Yuanda;

o the representatives from Shenyang Yuanda are responsible for
managing Yuanda Qatar during the entire term of its existence
and they may not be removed without the approval from
Shenyang Yuanda;
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KUWAIT AND QATAR OPERATIONS (continued)
Yuanda Qatar (continued)

o resolutions of the shareholders of Yuanda Qatar will only be
valid by approval from a majority of the shareholders holding
75% of the shares in Yuanda Qatar;

. Yuanda Qatar is managed exclusively by Shenyang Yuanda
and its representatives for the period of its existence.
Shenyang Yuanda and its representatives shall have full and
absolute authority and exclusive right to manage and operate
the business of Yuanda Qatar. Such powers are irrevocable
and the Qatar Local Partner may not intervene in managing
the company or bind or commit Yuanda Qatar in any way
whatsoever except with prior written consent from Shenyang
Yuanda;

o Pursuant to the Qatar Articles, the profits of Yuanda Qatar
will be distributed as to 95% to Shenyang Yuanda and as to
5% the Qatar Local Partner, while the dividends declared by
Shenyang Yuanda may be used to offset and settle any service
fees due or payable under the management of Shenyang
Yuanda under the Qatar Incorporation Agreement.

Based on the above, and in accordance with relevant accounting
standards, the Group consolidated Yuanda Qatar into its
consolidated financial statement as a wholly owned subsidiary of the
Group.

As disclosed in the Prospectus and subsequent annual reports of
the Company, notwithstanding that the Company considers that it
is able to effectively operate and conduct the business of Yuanda
Qatar under the present arrangement, the Company has undertaken
that in order to protect the interests of the Company, it will introduce
further measures, including using its best efforts to amend the terms
of the Qatar Incorporation Agreement, by entering into supplemental
agreements that would include, among others, provisions that the
Qatar Local Partner will not transfer any of its shares in Yuanda
Qatar without the Company’s prior written consent, it will vote for
any resolutions of Yuanda Qatar in accordance with our instruction,
and if there shall be any change to the Qatar laws or regulations
and/or policies such that a foreign entity becomes legally entitled to
hold a majority interest in Yuanda Qatar, it will promptly transfer its
relevant interest in Yuanda Qatar to the extent permitted by the then
applicable laws or regulations to Shenyang Yuanda to enable the
Company to become the majority shareholder in Yuanda Qatar.
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KUWAIT AND QATAR OPERATIONS (continued)

Yuanda Qatar (continued)

If the above additional measures cannot be implemented, there will
not be any legal consequences to the Company arising solely as
a result of our failure to enter into the supplemental agreements to
implement these additional measures. However, in order to better
protect the Company’s interests, the Company will search for a
replacement for its existing local partner who is willing to enter into a
cooperation agreement with the Company that will contain the terms
of the abovementioned additional measures which are in compliance
with the requirements of the Stock Exchange.

As of the date of this annual report, the Company is still negotiation
with the Qatar Local Partner on the implementation of the above
additional measures and the Company will disclose any measures
implemented and/or replacement of its existing local partner in its
future annual reports.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report in this report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE GROUP

During the year ended 31 December 2016, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
listed securities of the Company.

DISCLOSURE UNDER RULE 13.20 OF THE LISTING
RULES

The Directors are not aware of any circumstances resulting in the
responsibility of disclosure under Rule 13.20 of the Listing Rules
regarding the provision of advances by the Company to an entity.

FIVE YEAR FINANCIAL SUMMARY

The summary of the results, assets and liabilities of the Group in the
past five years is set out on page 256 of this report.
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PRE-EMPTIVE RIGHTS

There is no provision regarding pre-emptive rights in the Articles of
Association of the Company or the ordinance of Cayman Islands,
stipulating that any new shares shall be offered according to the
respective shareholding of the existing shareholders of the Company
when new shares are issued by the Company.

SUFFICIENT PUBLIC FLOAT
Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has

maintained the prescribed minimum percentage of public float under
the Listing Rules throughout the year ended 31 December 2016.

AUDITOR
The Company appointed KPMG as the Auditor of the Company
for the year ended 31 December 2016. The Company will submit

a resolution in the coming Annual General Meeting to re-appoint
KPMG as the Auditor of the Company.

By order of the Board

Kang Baohua
Chairman

30 March 2017
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INTRODUCTION

This is the environmental, social and governance (the “ESG”)
report (the “ESG Report”) of Yuanda China Holdings Limited (the
“Company” and together with its subsidiaries, the “Group”) for the
year ended 31 December 2016. The principal activities of the Group
are the design, procurement, production, sale and installation of
curtain wall systems.

The Company believes that this ESG Report enables the Company
to communicate the Group’s sustainability related matters in a
transparent and accountable manner, which is key to gaining
the trust of its stakeholders. The Group is committed to making
continuous contribution to the sustainable development in China
and overseas, and fulfilling corporate social responsibilities at
various operational levels. This ESG Report provides an overview
of the Group’s performance related to sustainable development
in the areas of the environment, community, employment and
labor practices and operation convention for the year ended 31
December 2016, with a coverage of the Company’s PRC office and
its operation sites in overseas.

Reporting Standard and Scope

This ESG Report has been prepared with reference to the ESG
Reporting Guide as set forth under Appendix 27 of the Rules
Govemning the Listing of Securities on the Stock Exchange of Hong
Kong Limited. A detailed ESG content index has been included
at the end of this report to aid the reader and facilitate greater
transparency. This is the Company’s first annual ESG Report, which
describes the initiatives of the Group and its progress with regard
to ESG issues for the period from 1 January 2016 to 31 December
2016.

Operating in compliance with the laws

The Group has ensured and will continue to ensure basically
compliance with relevant laws and regulations that have significant
impact on its operations, including but not limited to laws and
regulations in relation to product safety and liabilities, customer
rights protection and employment and occupational safety. The
management will monitor the impact for any changes in the relevant
laws and regulations from time to time and seek external advice if
considered necessary.
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ENVIRONMENTAL

The Group proactively responses to the national environmental
protection policies with an objective (i) to reduce the adverse
effect that the operational production may bring to the

environment; and (i) to ensure the harmonious development
of the Group and environmental sustainability. The Group
strives to reduce energy and other energy consumption,

reduce waste emissions, to fully utilise recyclable resources,

increase area of greening and introduce the concept of green

environmental protection in the Group’s products.

A

Energy Preservation and Emission Reduction

The Group always concerns itself with environmental
protection and works on energy saving and emission
reduction.

For the year ended 31 December 2016, the Group has
strengthened energy saving, emission reduction and
waste reduction in various aspects of its production
process as follows:

Related policy and Management
Production process method

Product Design e The Company has instilled the
concept of green-building into the
products and gained the certification
of green building materials and
products.

Choice of Supplier e Suppliers are required to provide
environmental assessment reports or
guarantee of environmental protection
to help suppliers to enhance energy
conservation and emissions reduction
in production.

¢ Purchasing materials according
to order demand, the Company
preferentially chooses the nearby
suppliers to reduce the energy
consumption of delivery.
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A. ENVIRONMENTAL (continued)

A1 Energy Preservation and Emission Reduction

Related policy and Management

(continued)

Production process

Production J
°

Policies J

method

Dust Control: For the dust generated
during the Group’s sealant processing,
the Group uses filters to control and
recover dust. For dust generated
during the spraying process, the
Group has adopted both filter method
and cyclone method to control and
recover dust.

Noise Control: The Group adopted
various measures to control the
noise generated from its production
process, including implementation of
shock absorption, appropriate design
of factory layout, and cultivation of
plants at its production facilties.

Regularly conduct a comprehensive
energy audit to analyze the energy
management and give suggestions for
improvements.

The Company is effectively operating
the Environmental Management
System 1SO14001: 2004.
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A. ENVIRONMENTAL (continued) A.

A1 Energy Preservation and Emission Reduction
(continued)

Related policy and Management
Production process method

e The Group implemented “Safe, saving
energy and reducing consumption”
management in all the operation
sites to regulate the behaviour
of employees and lower energy
consumption. Production planning
department reasonably arranged
the production shift to avoid electric
usage rush hour. All the office rooms
equipped with the curtain wall to
ensure efficient usage of sunlight and
save energy.

e The Group has a comprehensive non-
hazardous treatment and re-utilisation
system to recycle and re-use the
waste.
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A.

ENVIRONMENTAL (continued)

A1 Energy Preservation and Emission Reduction

(continued)

Plan for the year 2017

o To increase transparency by developing company-

wide guidelines for energy consumption, as well

as setting greenhouse gas emission target of 3%

reduction from 2017 to 2019.

o To further reduce paper use by enhancing the

paperless system for internal communications.

Energy and resource Consumption and Pollutant

Emissions of the Group

The main emissions of the Group are carbon dioxide,

nitrogen oxides, sulfur dioxide and particulate matter

which are monitored to ensure compliance with

standards before being discharged.

Chart 1

Resources consumption of the Group

Annual Consumption of 2016

2016 F 2 FHZEE

Chart 2
Emissions of the Group

Annual emissions of 2016

2016 F 2 FHHE

Power
consumption
(KWH)

HEE
(FRE)

17,821,985

Carbon dioxide
emissions

(kg)

&b
B

(F=)

19,641,013
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£ 7T
(7) (7)

352,032

No So
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A. ENVIRONMENTAL (continued) A. RE(EZ)
A.2 Green Concept A2 HZEES

RTEFRNAEIR - Z2
BRI MR R AE - NEE

In order to be more effective in utilisation of resources and
achieve waste reduction and environmental protection,

all the operation sites of the
Group began to implement
‘Green’ office, ‘Green’ material
and ‘Green’ filing management.
Employees are also encouraged
to save documents, files and
product information electronically
and go paperless, thus resolving
the difficulty in file searching
and management and realising
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resources sharing. In term of production technology,
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selects and uses lighter and more environmental-friendly

o

materials to ease the burden to the environment.

The Group focuses on the greening of production bases.
Total carbon dioxide annually absorbed by green plants

AREBEBAEEMMARL -
REERFRE S CREE

is 744,970 kg. B744970F 52 ©
Chart 3 RIR3
Green planting area AREEREE
Green area
of the base
BEZ{CER
Production base in Shenyang 125,000 m?
EIm EEE
Production base in Chengdu 8,167 m?
P EB A EE EL i
Production base in Foshan 3,000 m?
BRI EEE A
Production base in Shanghai 25,783 m?
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A.

ENVIRONMENTAL (continued) A.

A.3 Waste Management

The Group has a comprehensive non-hazardous
treatment and re-utilisation system to recycle and re-
use the waste steel, waste paint, waste water, exhaust
gas even the waste packing materials arisen from the
production process in all the Group’s factories. All the
wastes would be collected, sorted and recycled.

Chart 4
Waste recycling management

Recycling Recycling
weight (kg)-  weight (kg)-
production  production

base in base in
Categories of waste Shenyang Foshan
EREE HLEE
Eip-mEl  Ep-mEk
BRI E EE(TR) EEB(TR)
Metal 5,954,290 625,940
Wood 1,084,400 57,638
At
Plasic 291,866
2
Paper 677,787 29,680
iy
Other waste 1,186,064 45,070
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Recycling Recycling
weight (kg)-  weight (kg)-

production production Total

base in base in Recycling

Chengdu Shanghai  weight (kg)
KEBLE LREE

E-El  E#-EK  AH-ER
EB(TR) EE(TR) EE(TR)

796,265 756,419 8,132,913

57,496 1,199,534

5,820 297,686
241,211 591,300 1,640,038
1,970 4,550 1,237,654



EMPLOYMENT AND LABOUR STANDARDS

The Group’s sustainability and development cannot be

separated from the value of its employees. The Group strives

to continuously establish and improve its staff management

system, including the recruitment of quality employees,

establish and improve the welfare system to provide

employees with a safe working environment, improve the

professional development of employees with an objective that

employees can grow together with the Company.

Provide a good working
environment to attract
outstanding employees

Cultivate staff
development

Well-being of employees

Importance of work
safety

Promote a fair and
honest corporate culture

Clear job description, appointment criteria
and performance appraisal standards

Regular business training and education

Conduct regular physical examination,
games, convenient staff commuting and
sudden disaster weather timely evacuation

Regular equipment maintenance, safety
training, dangerous operating practices

Anti-corruption, anti-discrimination
awareness of publicity, reporting as well as
internal audit and other measures
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B. EMPLOYMENT AND LABOUR STANDARDS (continued)

B.1

Working Environment

To enable the growth and development of the Group’s
employees, the Group strives to build a collaborative
and harmonious working environment. The Company
rewards its employees with competitive remuneration
packages and fringe benefits which commensurate
with their experience and job task. Staff members are
also informed of requirements on expected professional
conduct. The Company adheres to the “fairness,
equality, diversity” principle for its staff management
and does not tolerate discrimination or harassment in
any form, and allow its staff members to realise their full
potential at work.

The Company adopted a transparent system for
assessing staff performance. At the end of each
year, the Company will appraise the performance of
all employees, and together with the results of the
assessment results and employees’ personal desire
to adjust their job nature and pay arrangement as
appropriate.

In terms of talent recruitment, the Group attracts the
best talents through various channels such as social
recruitment, internal recommendation and campus
recruitment, and strengthen the talent deployment
between different regions. All employment with the
Group is voluntary. The Group complies with national
and local laws and do not employ any child labor and
all employees are voluntary. The Group is dedicated to
ensuring that operations remain free from child labor,
and is developing systems and procedures to handle
the management of such incidents. Should a child be
discovered working on our premises, he or she will
immediately be transported back to their hometown
or place of origin. The Group will then file necessary
documentation with the local authorities while consulting
with the child’s guardians on avenues for his or her return
to school.
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EMPLOYMENT AND LABOUR STANDARDS (continued)

B.2 Cultivate Staff Development

The Company encourages its staff to undertake training
and further studies to enhance their job-related skills
and knowledge. This training shall contribute to a
more productive and effective workforce that is able to
address the challenges that the Company may face as a
company.

Changes in social and business environments may
require updated skill sets to deal with new market
opportunities. The Group has devoted plenty resources
in offering staff training and development programmes.
We encourage continuous learning via training and
further studies to enhance our staff’s job-related
skills and knowledge. It does not only increase staff
satisfaction and reduce staff turnover but also enhances
ability for staff to adapt to change.

The Company also has a strong desire to develop
its own pool of talents in view of the uniqueness
and diversity of its business. The Company provides
graduates with the opportunity to make their way up in
their career as qualified professionals. Other training,
such as seminars, workshops and technical visits are
aligned to the specific needs of individuals, covering
professional development as well as management and
technical skills.

For the year ended 31 December 2016, the Group
organised a total of 32 internal training targeted at
employees of the Group. In addition, all departments can
arrange training according to the business need.
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BRI ARA T % AR

Environmental, Social and Governance

B. EMPLOYMENT AND LABOUR STANDARDS (continued)

B.2

B.3

Cultivate Staff Development (continued)

Employees Type of trainings

Management level Managerial and compliance

Design department Software operation

Workshop and Safety operation, safety installation training

construction site and raw material production

Sales department Business etiquette and language

Well-being of Employees

A healthy work-life balance is encouraged among the
Group’s staff members. The Group has organised a
wide array of staff activities including badminton contest
and ping pong contest, amongst others, to cater to the
diverse interests of its employees.

As the fast pace and pressure of life, the Group and
the specialized medical institutions reached a long-term
cooperation agreement, pursuant to which staffs can
enjoy a medical check-
up and examination
on an annual basis.
Further, the Company
also arranged and
invited relevant
medical specialists
to the factory and
production site to
arrange physical
examination for staffs
free-of-charge.
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B. EMPLOYMENT AND LABOUR STANDARDS (continued) B. ERREIREE)

B.4 Occupational Safety B4 BFELE

The health and safety of the Group’s employees
are of utmost concern. The Group has adopted the
Management System GB/T28001-20110HSAS18001:
2007 as a standard to guide our approach in mitigating
occupational health and safety hazards.

Different safety-related initiatives and measures
have been rolled out in the Group’s operations. Risk
assessments are also conducted to identify risks in
special working environments, while detailed safety
instructions have been formulated and communicated to
workers as part of their safety training sessions. Safety
officers are appointed to coordinate and communicate
safety-related matters to workers on site.

Safety In order to clarify the operational

instructions steps and risk points of each
process, the Group has prepared
a number of safety instructions.

Training In order to ensure the safety of
employees in practice, the Group
conducts training on theory and
field safety on a regular basis to
promote safety awareness.

Inspection Perform daily maintenance and
inspection on the production sits
with higher tendency of safety
issues.
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B. EMPLOYMENT AND LABOUR STANDARDS (continued)

B.4 Occupational Safety (continued)

Certification

The Group has passed the
GB/7 28001-2011/OHSAS
18001:2007 safety management
certification, during the process

B. EREREIREHZ)

B4 BELZ(#E)

ek AEBBEBT
GB/7 28001-
2011/OHSAS
18001:2007 & &

of which, a comprehensive review EERE ER
of the Group’s safety risks had BEZARERE
been conducted and thorough REZEREER KR
rectification. ETE2EBERN
B o
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The Group also seeks to influence its subcontractors and
collaborate with them to heighten their understanding of
safety concerns at the workplace.

During the year ended 31 December 2016, no work-
related fatalities were recorded, and there were
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B. EMPLOYMENT AND LABOUR STANDARDS (continued)

B.5

B.6

Fair and honest corporate culture

The Group adheres to high standards of business ethics
and integrity, all staff members are required to abide by
the requirements of professional conduct specified in the
employees handbook. Strict rules have also been laid out
on accepting gifts from business partners during festive
seasons.

In order to promote a corporate culture with high integrity
standard, the Company not only regularly conducts
lectures on anti-corruption, but also encourages all
employees to participate in anti-corruption activities.
Complementing this effort is the implementation of an
anti-fraud policy as well as a whistle-blowing policy,
which provides a reporting channel for employees and
stakeholders such as customers, suppliers, amongst
others to report any misconduct or malpractice. During
the reporting year, there had been no confirmed case of
corruption.

Compliance

During the year ended 31 December 2016, the Group
had no material incidences of non-compliance with
relevant laws and regulations regarding employment and
labour practices.

Plan for 2017

o To offer the opportunity to employees for furthering
their skills

o To increase employees’ knowledge on health
protection and introduce health and hygiene
knowledge.

B. EREREIREZ)

B.5

B.6

EHRFRENERL
AEERFERRENARER
MBRER » PG B THWMAEST
EETFMFARENBETR
HESR o RORZERIL IR FEHD
BHRaRZ gy | -

BTRECEXLRRRE
T AR TMETHETRE
MEEEE  BEEAEET
SHRBRURE - AEEES]
T RMES A E R B K
% REINNZERENE
P HERREHT —EREER
BRETRITETR - BE

FRELBBRNELRY -
=yl

HZE2016F12 A31HILFE -
KREBRETNEAMENLE
EREBNERE  EFHERN
HEAE -

2017 FE/I512)

e ARBIRME—FPRE
REERE

s HMREBIREMHENH
Bl - AEBIN AR

B A o



B. EMPLOYMENT AND LABOUR STANDARDS (continued) B. BEREIREEE)

B.6 Compliance (continued)

As at 31 December 2016, the Group had a total of 7,425
employees. The formation of our staff was as follows:

Chart 5

Employees of the Group

Total BE

Gender 215 Male 1%
Female 2%

Age 1REFH# Under the age of 30
30BRA T
Between the age of 30 and 50
30-50 5%
Above the age of 50
503 A E

Region i@ Northeast of China
Other regions of China & {3
Overseas /&4

Job category B4% Senior management & 12 /&

Ordinary employee E3@ & T

In 20186, the turnover of employees is 6.29%.

B6 AMR(E)

HZE2016F 128310 » &
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Number of Training hours
employees per capita

BT AE AN

7,425 2.48
6,351 2.53
1,074 2.15
2,291 2.60
4,870 2.43

264 2.20
2,894 2.64
2,239 2.46
2,292 2.28

233 3.25
7,192 2.45
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OPERATION PRACTICES

Since establishment, the Group has been committed to
building and improving the supply chain of products. On the
basis of traditional curtain wall products, the Group adopts
relatively complex designs, uses new materials or advanced
technology to develop a variety of products, which has
proven to be able to provide different functions, such as
environmental protection, energy saving and intelligent control.
A comprehensive product supply has laid a solid foundation for
the Group’s development in the China and overseas markets.
In order to ensure products are of high quality, the Group
screens its suppliers strictly in terms of quality provided, and
pay close attention to maintain a good relations of cooperation
with customers to ensure efficient and smooth operation of the
Group.

The Group has established a comprehensive supplier
evaluation system that includes not only the strength and
reputation of the supplier, the quality control system, the
technology, the capacity, the management and the price of
the product, but also whether it is environmentally friendly,
harmless to the human body and other factors. According
to the assessment results, the list of qualified suppliers is
compiled every year, and the qualified suppliers are divided
into three categories: A, B and C. The Group usually purchases
raw materials only from the qualified suppliers of the list, of
which A is the preferred choice and C is the least preferred
choice of the three categories.
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C. OPERATION PRACTICES (continued)

CA

Product responsibility

The Group performs a number of product performance

tests before, during and after installation to ensure a high

level of safety as follows:

Before Safety test for
curtain wall

connectivity

installation

Re-testing of
materials

Material
compatibility
testing

Curtain wall
performance
testing

The test will usually be conducted during the embedment
and after the embedment of the curtain wall parts. The
Group willfirstly apply for testing, and then conduct
sample testing on site as approved by the site supervisor.
Testing will be conducted by a professional testing
company, which willissue a test report to guide us on the
rectification step thereafter, if any.

This is a quality test of curtain wall components. The

site supervisor will select the material samples from the
site. Thereafter, samples will be sent to the laboratory for
chemical and physical testing, with conclusions being
delivered by the laboratory with reference to the national
and industry-related standards.

This is a safety and performance test to determine if the
sealant and curtain wall components have any bonding
problems or harmful chemical effects. Samples of curtain
wall components will be provided to the relevant sealant
manufacturers who will conduct the tests and provide
written reports to the Group.

This test is used to ensure that the performance of

the curtain wall in use, with four basis tests to be
conducted, including wind pressure, water-tightness,
air tightness, in-plane deformation. Inspections may
also include insulation, sound insulation, seismic and
optical performance as part of the test, as appropriate.
Performance testing is conducted by national laboratory
with reference to the relevant project curtain wall
performance and performance indicators.
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C. OPERATION PRACTICES (continued)

C.1 Product responsibility (continued)

During Conformance  The purpose of the test is to ensure that people and

installation testing of property in the building will not be damaged by lightning.
lightning Detection will be carried out in each lightning protection
protection grid.

grid

Strength The structural adhesive is used to connect the curtain wall
testing of panel and aluminum. This is what is required to be done
structural after applying the structural adhesive and applying the

adhesives sealant to the curtain wall component.

After On-site water ~ This is a field test of whether the curtain wall has water
installation  spray test leakage, i.e., a five-minute water spray test for each
cross-connector.

Incaseof Tobehandled We attach enormous significance to customer
complaint(s) as soon as satisfaction and regard customers’ feedback as the
possible motivation for advancement and innovation. Any
complaint to our operation sites will be recorded and dealt
with immediately.

During the year ended 31 December 2016, the
customers’ complaints rate of the Group is under 1%,
among which two projects in Western Australia have
been reported to have contained asbestos due to the
accidental mistakes during the procurement procedures.
The Group reviewed each compliant seriously and has
properly and promptly coped with the complaints. The
Company will continue to enhance its product quality to
strive to reduce the number of complaints in the future.
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C. OPERATION PRACTICES (continued)

C.2 Supply chain management

The Group relies on an extensive network of suppliers
and subcontractors to ensure the quality and
consistency of its services. The proactive management
of the Group’s supply chain helps the Group mitigate
and manage related risks that may affect its operations.
The Group continuously engages with its subcontractors
and raise their awareness on occupational health and
safety issues. The Group also monitors and assesses its
suppliers and subcontractors by reviewing their services,
product quality, safety, financial performance on an
annual basis. Substandard suppliers and subcontractors
will be suspended or even removed from our approved
vendor list.

The Group has established a well-established supplier
evaluation system, evaluation factors include not only
the strength and credibility of the supplier, the quality
control system, technology, production capacity,
supply ability, management and product price, it also
considers whether the factors such as environmental
protection, harmless to the human body. According to
the evaluation results, compiled qualified supplier list on
an annual basis, and qualified suppliers can be divided
into A, B, C three categories. For a typical year, class A
supplier(s) from the annual qualified supplier list will be
preferred, whilst class C supplier(s) will be the last resort
for the purchase of raw materials. In order to reduce
carbon emissions in the process of transportation and
save the transportation cost at the same time, the Group
will also give priority to local quality qualified suppliers.

Preliminary review of documents and discussion on
bidding proposals will be conducted. When the final
decision is made after deliberation, the Group will enter
into a purchase agreement with the selected supplier.
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C. OPERATION PRACTICES (continued)

Cc.2

C.3

Supply chain management (continued)

Necessary due diligence is also performed where
required, with site visits and verification of products or
services arranged to ensure that suppliers conform to
the Group’s high standards.

Chart: Suppliers of the Group by geographical region

Chart 6
Suppliers of the Group

Number of suppliers

HEMHE

Geographical region

it
Northeast of China
&b
Other regions of China
HipE
Overseas
=N

Intellectual Rights Protection

In order to provide consumers with genuine high-
quality products and protect our product and installation
method of intellectual property rights, as at 31 December
2016 the Group registered 973 patent rights (2015:
965).
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COMMUNITY D. #HE
The Group as a corporation, should take up and be VEB—ERR REEEZABHE
accountable for social responsibility. The Group actively EF o AEEBRERBA O ESMET
cares about the society and fulfills its corporate social EMEET - BRMUAK A&
responsibilities. Ever since the establishment, the Group has B —HHEE M RERERYEEN
been maintaining close communications and interactions with ER(EEE AR - Bt - K
local communities in order to contribute to local development. EFERR2~EL R NBRTESE
As a result, the Group actively participates in community 8 BEE—EMNEEeEERINE o
and government livelihood activities, to create a harmonious
society.
Chart 7 RIBT
Social responsibility activities HERTEE
Date Community activities
B EEBERE
2016.2 Alleviated poverty in local region,

ERHRTRE
2016-2-6 Provided free transportation for those heading

home during the Spring Festival

FERE TR
2016.8 Alleviated poverty of military families

=
2016.10 Organized free medical consultation clinic for local family

AEE T TafdE
2016.12 Donated clothes to the Tibetan region

e PE AR N B A R AR G AR K
In 2016, total expense of community activities is about 2016 F - HBEEEBAHLOR

RMBO.32 million. AR¥032BETT °



COMMUNICATION WITH STAKEHOLDERS

The Company adhered to the business philosophy of
“Service Create Value”. While improving management and
creating values, the Company opens up various channels
for the stakeholders, including investors, employees,
customers, suppliers, subcontractors, regulators and the
media, to participate in the production and operation of the
Company, enabling the stakeholders to understand and
oversee the operation of the Company and the Company to
fully understand and actively respond to their opinions via
continuous communication and exchanges.
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ESG content index ESG %3
Aspect KPI Description Remarks
B B gt BE
A. Environmental
A RE
A1 Emission Al General Disclosure AAT
A1 BER —MRIREE
A1.1 Types of emissions and respective emissions data Chart 2
HEr e A MR EBUR - xI%2
Al1.2 Greenhouse gas emissions in total and where  Chart 2
appropriate, intensity
mERBATNE R (WER)ZER e
A1.3 Total hazardous waste produced and where Not Applicable
appropriate, intensity
FELEEREEDHEEN(NER)EE TiE A
Al.4 Total non-hazardous waste produced and where  Not Applicable
appropriate, intensity
MELBRERENHEERTE TNER
A1.5 Measure to mitigate emissions and results achieved A.2, Chart 3
OB E B 2 891 b R PTG R A2, KHE3
A1.6 Description of how hazardous and non-hazardous  A.3,
wastes are handled, reduction initiatives and results ~ Chart 4
achieved
HIEBEERBEEZYNTE  BREEEEN A3,
YIS IS e



ESG content index (continued)

KPI
518

Aspect
Em

A2 Use of Resources A2

A2 EREMA

A2 .1
A2.2
A2.3
A2.4
A2.5
A3 A3
The Environment
and Natural A3.1
Resources
A3 BRIERRXAER
B. Social
B.#4g
Employment and
Labour Practices
EfE &5 T#A|
B1 Employment B1
B1 &%
B1.1

ESG %5|(#%&)

Description

i

General Disclosure

—MREE

Direct and/or indirect energy consumption by type in
total and intensity

RENEIDNERER SHERERERTE
Water consumption in total and intensity
RFEKERTE

Energy use efficiency initiatives and results achieved
SEPI Y REdE S Gy ISR SIS

Description of whether there is any issue in sourcing
water, water efficiency initiatives and results achieved
i SKEGE R KR LRI B E A ERE - AREAAK
W et Bl R FTSHR

Total packaging material used for finished products
K mTABREMEANEER(NER)BEESN
HE

General Disclosure

—ARIEE

Significant impacts of activities on the environment
and natural resources and the actions taken to
manage them

M E B EBHIRRELRAERNE
REBEHETENTTE

FERER

General Disclosure

—ARBEE

Total workforce by gender, employment type, age
group and geographical region

RIER - ERER - FRERItRESNESR
-

Remarks

Bx
A
A.1, Chart 1

A, R
A1, Chart 1
A, TRHE 1
A
A

A.1, Chart 1
A1, RIE

A3

A
A

A.1, Chart 1
A.2, Chart 3

A, RIEA
A2, K13

B
B

B.6, Chart 5

B.6, x1&5



ESG content index (continued)

Aspect
Em

B2 Health and Safety
B2 REZE

B3 Development
and Training

B3 /& M 3%

B4 Labour Standards
B4 % T %A

KPI
518

B2

B2.1

B2.2

B2.3

B3

B3.1

B3.2

B4.1

B4.2

ESG %5|(#%&)

Description

i

General Disclosure

—MRIREE

Number and rate of work-related fatalities
ETEBEMETHAZB K=

Lost days due to work injury

EIBEEAIIERH

Description of occupational health and safety
measures adopted, how they are implemented and
monitored

e P ER AN BV BB S FR B e B2 HE e - DA BT
NER7E

General Disclosure

—ARIEE

Percentage of employees trained by gender and
employee category

BRI REERRESNZIEER D

Average training hours completed per employee by
gender and employee category
mRURIREEEANES  BEEE KX TS
1534

General Disclosure

—ARIEE

Measures to review employment practices to avoid
child and forced labour

e B HIM S pEIA R B T NoaH % T
Steps taken to eliminate such practices when
discovered
HMEZRERBEARERE T RBHSTIER
ERERE) 2258

Remarks

B

B.1
B.1

B.6, Chart 5
B.6, &1&5
B.6, Chart 5
B.6, &1&5
B.1

B.1

B.2
B.2

B.6, Chart 5

B.6, &1&5
B.6, Chart 5

B.6, &x1%&5

B.3,B.4
B.3,B.4
B.1

B.1
B.1

B.1



ESG content index (continued)

Aspect
Em

Operating Practices
Eg

B5 Supply Chain
Management

B5 e EE

B6 Product
Responsibility
B6 EmEE

KPI
518

B5

B5.1

B5.2

B6

B6.1

B6.2

B6.3

B6.4

B6.5

ESG %5|(#%&)

Description

i

General Disclosure

—MRIKEE

Number of suppliers by geographical region

i Bl 5 e 2B

Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, how they are implemented and
monitored

M B EERHERANES - mERITE BB
HERMEE UREEEMNORITRERTE

General Disclosure

—ARBEE

Percentage of total products sold or shipped subject
to recalls for safety and health reasons
EEREERAEMmBAHETEALT T HEREHMAM
WHB DL

Number of products and services related complaints
received and how they are dealt with

BB Em M RFEVIRFE B AR EE A
Description of practices relating to observing and
protecting intellectual property rights

it ER A R % RS RGBS R A A O 1E 1D

Description of quality assurance process and recall
procedures

R E S 10 5E B M AE m B A

Description of consumer data protection and privacy
policies, how they are implemented and monitored
i E B EERRE RALBBCE - ARAEERITR

ERITE

Remarks

B

C
C

C.2, Chart 6
C.2, &1%6
C,C2

C,C2

C.1
C.1
C.1

C.1

C.1

C.1
C.3

C.3
C.1

C.1
C.1

C.1



ESG content index (continued)

Aspect
=]

B7 Anti-corruption

B7 RES

B8 Community
Investment

B8 HE2EF

KPI
BE

B7

B7.1

B7.2

B8

B8.1

B8.2

ESG#&3|(#&)

Description

ik

General Disclosure

—MRIER

Number of concluded legal cases regarding corrupt
practices during the reporting period and the
outcomes of the cases
RERBAHETASIEESERETEEENES
FARMHEE RFAER

Description of preventive measures and whistle-
blowing procedures, how they are implemented and
monitored

RS R BWIZT - ARMEERTRERT
A

General Disclosure

—MRIEE

Focus areas of contribution

)T EREE

Resources contributed to the focus area

EEIREMBAER

Remarks

BiE

B8 7
B.5"
B.5"

B.5"

B.5"

B.5"

B.6
B.6

B.6

B.6

B.6

B.6

Chart 7
=BT
Chart 7
RIRT



KkPMG

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF YUANDA CHINA HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Yuanda
China Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 124 to 255, which comprise the
consolidated statement of financial position as at 31 December
2016, the consolidated statement of profit or loss, the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
cash flow statement 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 2016 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) 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 Auditor’s
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”) together with any ethical requirements
that are relevant to our audit of the consolidated financial statements
in the Cayman Islands, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and 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

judgement, were of most significance in our audit of the consolidated

financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Recognition of construction contract revenue
Refer to note 4 to the consolidated financial statements and the accounting policies

on page 156.

The Key Audit Matter

The Group is primarily engaged in the
design, production and installation of
curtain wall systems for commercial
buildings and high-end residential
buildings. The Group normally enters
into construction contracts with main
contractors or real estate developers.

The Group recognises construction
contract revenue based on the
percentage of completion (“POC”) of
individual contracts, calculated based
on the proportion of total contract
costs incurred at the end of reporting
period compared to the estimated total
budgeted contract costs to complete
the contract.

The measurement of the POC and
revenue therefore relies on estimations
of total budgeted contract costs.
Changes to estimated total budgeted
contract costs could give rise to material
variances in the amount of revenue
recognised.

Contracts entered into by the Group
are mostly fixed price contracts,
although there may be variations which
are instructed by the customers for
changes in the scope of the work to
be performed under the construction
contracts. A variation is included in
contract revenue when it is probable
that the customer will approve the
variation and the amount of revenue
arising from the variation can be reliably
measured.

How the matter was addressed in our
audit

Our procedures to assess the recognition
of construction contract revenue included
the following:

e assessing the design,
implementation and operating
effectiveness of key internal controls
over the budgeting process for
construction contracts;

e scrutinising the key clauses of
construction contracts selected
on a sample basis and assessing
whether these key clauses had
been appropriately reflected in the
estimation of total budgeted contract
costs and contract variations applied
in calculating contract revenue;

e challenging the Group’s estimates
of budgeted costs to complete
the contract on a sample basis by
considering the Group’s historical
records of gross profit margins for
similar contracts;

e assessing whether major costs
incurred were accounted for in the
appropriate period and comparing
major costs incurred during the
current period to purchase invoices
and other relevant underlying
documentation on a sample basis;
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KEY AUDIT MATTERS (continued)

Recognition of construction contract revenue (continued)
Refer to note 4 to the consolidated financial statements and the accounting policies

on page 156.

The Key Audit Matter

We identified the recognition of
construction contract revenue as a
key audit matter because there is a
high degree of risk and associated
management judgement in estimating
total budgeted contract costs and the
timing of recognition of variation orders
and, consequently, the amount of
revenue to be recognised by the Group.

How the matter was addressed in our

audit

performing a re-calculation of
revenue recognised for individual
contracts based on the estimated
total budgeted contract costs,
the costs incurred to date and the
agreed contract price (including
variations);

performing site visits for selected
major contracts in progress,
physically observing the stage
of completion of the contract
and discussing the status of the
contract with the site supervisor;
and

discussing material contract
variations with management
and challenging their estimation
of the recoverability of contract
variations and the timing of
recognition of the related revenue
by inspecting correspondence
with customers, bank statements
and other relevant underlying
documentation indicating
subsequent settlement, if any.
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KEY AUDIT MATTERS (continued)

Valuation of trade receivables and bills receivable
Refer to note 17 to the consolidated financial statements and the accounting policies

on page 148.

The Key Audit Matter

The Group’s trade receivables and
bills receivable arise from the Group’s
construction contract business. As at
31 December 2016, the aggregate
amount of trade receivables and bills
receivable aged more than six months,
based on the invoice date, totalled
RMB2,255.7 million.

Trade receivables and bills receivable
are reviewed by management at the end
of each reporting period to determine
the credit risk and whether there is
evidence of impairment. Credit risk
assessments focus on the customers’
and debtors’ past history of making
payments when due and current
ability and willingness to pay, taking
into account the financial position of
the customers and debtors and the
macroeconomic environment in which
the customers and debtors operate.
The credit assessments also consider
the status of the construction project,
i.e. whether there is any delay, any
unresolved lawsuits or contentious
matters with customers or debtors.

We identified the valuation of trade
receivables and bills receivable as
a key audit matter because of the
significant balances at the end of the
reporting period and because there is
a high degree of risk and associated
management judgement in estimating
allowances for doubtful debts.

How the matter was addressed in our
audit

Our procedures to assess the valuation
of trade receivables and bills receivable
included the following:

o assessing the design and
implementation of key internal
controls over the credit control
and debt collection processes;

o assessing whether items were
categorised appropriately in
the trade receivables and bills
receivable ageing report by
comparing a sample of individual
items with the underlying sales
invoices and other relevant
documentation;

o selecting a sample of contracts
based on a variety of quantitative
and qualitative factors and
assessing management’s
evaluations in respect of the
customers’ ability to pay based on
the historical trading experience
with the relevant customers and
the financial condition of these
customers and inspecting credit
insurance, if any, covering the
outstanding balances; and

o obtaining cash receipts recorded
after the year end relating to trade
receivables and bills receivable as
at the end of the reporting period
and comparing a sample of cash
receipts with bank statements
and other relevant underlying
documentation.
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

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

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

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

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

RESPONSIBILITIES OF THE DIRECTORS 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 IFRSs issued by the IASB 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.
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RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

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

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. This report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

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

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

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

- Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where
applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

The engagement partner on the audit resulting in this independent
auditor’s report is YU Wai Sum.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

30 March 2017
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(Expressed in Renminbi (‘RMB”))  For the year ended 31 December 2016
(AARB(TARE]) REM) HZE20165F12A31 BILFE

Revenue
Cost of sales

Gross profit

Other income

Selling expenses
Administrative expenses

Profit/(loss) from operations
Finance costs

Profit/(loss) before taxation
Income tax

Profit/(loss) for the year

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

Profit/(loss) for the year

Earnings/(loss) per share
(RMB cents)

— Basic and diluted

The notes on pages 132 to 255 form part of these financial
statements. Details of dividends payable to equity shareholders of
the Company attributable to the profit for the year are set out in Note

27(b).

A
SHERAR
=7
HAKA
HEER
TR

REFE(BE)
BATFIE(EE)
PSR

FRFE(EHR)

BUR AL HEfE
RABBRR
FEIER R s

FRFE(BR)

SRER,(HE)
(AR%5)

—EARNEE

2016 2015
2016 20154

Note RMB’000 RMB’000
Kzt AR®T T AREFIT
4 7,324,415 8,594,364
(6,032,376) (7,681,718)

4(b) 1,292,039 912,646
5 114,467 166,218
(121,358) (170,640)

(1,111,508) (1,076,619)

173,640 (168,395)

6(a) (86,446) 1,107
6 87,194 (167,288)
7 (10,577) (443)
76,617 (167,731)

87,039 (192,257)

(10,422) 24,526

76,617 (167,731)

11 1.40 (3.10)
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Profit/(loss) for the year FERFE ()

Other comprehensive income FRHEMEEmEZE
for the year (after tax and (RBREFOE
reclassification adjustments): FRE) :

ltems that may be reclassified HEgrEHsEE
subsequently to profit or loss: BEEMIEE

— Exchange differences on translation

into presentation currency fEH =%

— Cash flow hedge: — e MEE I
net movement in the R E RS
hedging reserve

Other comprehensive income FREAEE KGR
for the year

Total comprehensive income FREEWEEEE
for the year

Attributable to: BT AL FEAS -
Equity shareholders of the Company A2 &R
Non-controlling interests FEVERR R =

Total comprehensive income EREEWEHEEE

for the year

—HEREIEEN

FE

(Expressed in RMB)
(UARBAER) BE2016F12A31BILFE

10

For the year ended 31 December 2016

2016 2015
2016 £ 20154
RMB’000 RMB’000
AR®T T AREFIT
76,617 (167,731)
(131,567) (71,115)
19,544 (28,633)
(112,023) (99,748)
(35,406) (267,479)
(24,324) (289,876)
(11,082) 22,397
(35,406) (267,479)

The notes on pages 132 to 255 form part of these financial statements. 25132 B 25 255 B 2 Miiit AUt S5k E
87 e



(Expressed in RMB) At 31 December 2016
(AARBRER) M2016F 124318

Note
Kzt
Non-current assets FREBEE
Property, plant and equipment ME - WENEE 12
Lease prepayments SEANEikn 13
Deferred tax assets RIETIEEE 25(c)
Current assets RBEE
Inventories & 15
Gross amount due from customers EREFARTIZ2%E
for contract work 16
Trade and bills receivables H S EBGK & EW R 17
Deposits, prepayments and & BT
other receivables H At FEUGK 18
Cash and cash equivalents RERBEEEY 19
Current liabilities REIEE
Trade and bills payables B IR ENFR 20
Gross amount due to customers ENEFAR LIZE%E
for contract work 16
Receipts in advance TEWRIE 21
Accrued expenses and FERTR S R E AT 3R
other payables 22
Bank loans RITER 23(a)
Income tax payable FEPTIS TR 25(a)
Provision for warranties RIEHE 26
Net current assets RENEEFE

Total assets less current liabilities #AEERAREEE

The notes on pages 132 to 255 form part of these financial %
statements. 22—

2016 2015
2016 20154
RMB’000 RMB’000

AR®T T ARBTT

695,726 749,165
623,646 638,126
396,655 340,992

1,716,027 1,728,283

357,938 432,960

4,998,142 5,738,168
3,109,682 2,812,661

635,270 619,922
2,362,694 3,006,827

11,463,726 12,610,538

4,080,981 4,258,978

1,289,660 1,660,772

19,444 82,059
738,973 880,955
3,560,000 3,757,104
205,086 229,214
42,671 48,222

9,936,815 10,817,304

E5 265 B 2 R EF B ®REK



Non-current liabilities
Bank loans
Deferred tax liabilities
Provision for warranties

NET ASSETS

CAPITAL AND RESERVES

Share capital
Reserves

Total equity attributable to equity
shareholders of the Company

Non-controlling interests

TOTAL EQUITY

FRBEME
RITERK
EERIEA &
RIS

FEE
BARR#E

LN
fEf

RATRREM
B £
FERER

HiEs

Approved and authorised for issue by the board of directors on 30

March 2017.

Kang Baohua

Director (Chairman)

EF(ZE)

The notes on pages 132 to 255 form part of these financial

statements.

Note
Kzt

23(b)
25(c)
26

27

(Expressed in RMB) At 31 December 2016
(AARBRER) M2016F 124318

2016 2015
2016 £ 20154
RMB’000 RMB’000
AR®T T AREFIT
- 300,000

4,527 3,401
230,758 175,057
235,285 478,458
3,007,653 3,043,059
519,723 519,723
2,633,717 2,658,041
3,153,440 3,177,764
(145,787) (134,705)
3,007,653 3,043,059
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(Expressed in RMB)
(AARBAER) BE2016F12A31BILFE

Balance at 1 January 2015

Changes in equity for 2015:

(Loss/proft for the year
Other comprehensive income

Total comprehensive income

Dividends approved in respect
of the previous year
(Note 27(b)(i)

Shares purchasedt under the share

award scheme (Note 24)
Sheres granted under the share

award scheme (Note 24)
Shares vested under the share

award scheme (Note 24)
Appropriation o resenves

Balance at 31 December 2015

For the year ended 31 December 2016

0151 51 A2 E8
NHEZERSEE

AR/ MR
Efg2e

PAkaLR

fE-EENEZRE
(zomom)

RERRH % RS
2Rz
RERGRE SR
2Rz
RERAREH5E
i)

AERE

H5E 1231 B2k

Atrbutable to equty sharefolders of the Company

KARRRER
Shares held
undr share
award PRG Non-
scheme statutory controling
Se St BERA  Catdl  Ofher reseves Exchange  Hedging  Retained iterests— Totd
cphal  pemium EEHE  resene  resene BEIAE  resene  resene  pofts  Told EER ety
B BOEE WERGD EARE AtER RE EIRR WER RENR &t #EE 4R
RMBOO0 RMBI00D RMB'0O0 RMBOO0 RMBO00 RMBOO0 RMB'OOD RMBIOOO RMBOO0 RMBO0O RMBI000 RMB'0O0
NREFT ARETT ARETR ARETT ARETR ARETR ARETT ARETT ARETR ARETR ARETT ARETT
Note  (Note  (Nofe ~ (Note  (Nofe  (Noe  (Nofe  (Nofe
26) 270 270 2ndfi) 2 27 27 2rc)
ke o ke bR R e e b
a6 ) 0w 29 ) 27 2n0m) 2
519728 108383  (9210) - 189698 34034 8899 39 1,751,778 3945376 (167,102) 3,788,274
- S . . . . . - (12 (%57 U586 (167731
- - - - - - % (863 - WEY Ry (@74
= - - - - - (68980 (28833 (192.267) (89876 22397 (267479
- (489788 - - - - - - - (4e9T8g) - (49788
- -8 - - - - - - R - R
= - - 1470 - - - - - 14705 - 14705
= - T3 (14708 - - - -2 - - -
S - - - - S
- (489789 9060 - - 389 - - 268 {4773 - [77736)
519728 BT4047 (10 - 100698 30743 19943 (28304 1,562,124 3177764 (134,705 3,043,059

The notes on pages 132 to 255 form part of these financial

statements.
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(Expressed in RMB)  For the year ended 31 December 2016
(UARBAER) BE2016F12A31BILFE

Attributable to equity shareholders of the Company

KAARRES
Shares held
under share
award PRC Non-
scheme statutory controlling
Share  Share RERG Capital  Other reserves Exchange Hedging Retained interests ~ Total

capital premium  REirE reseve reseve WEET reseve reseve  profits  Totl  EER  equity

Ba RBEE FERE EARE AREE  BE EXRRE WEE REWR & 0 BR 48R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL ARMTR ARETR ARMTR ARETL ARMTR ARETR ARMTR ARETZ ARMTR ARETL ARETR
(Note ~ (Note ~ (Note  (Note  (Note  (Note  (Note (Note

) ) 2rfi) - 2ndi) 2 - 2nl) - 2 27l

Wz WE ok WE B R b

2)  2100) - 276fi) - 276)fiy) - 27y) - 21y) 27eh) - 27elfil)

Balance at 1 January 2016 Ra016F1 A 1B 268 519728 ST404T  (210) - 180698 340743 19043  (28304) 1,562,124 3177764  (134,705) 3,043,059

Changes in equity for 2016: W6EZERRE:

Proft/Joss for the year e/ (E8) - - - - - - - - 000 S0 (1042  T66tT
Other comprefensive income Hp2Eka - - - - - - (180007 19,544 - (111363 (660) (112,029)
Totacomprehensive income pai et - - - - - - (10007 1954 G700 (434 (1108 (35406
T Y
BalanceatdtDecomber2016  WOIGE12ASNAZER 5073 sMT  (10) - 109698 268060 (110964  (8760) 1,621,097 3153440 (145787) 3,007,653

The notes on pages 132 to 255 form part of these financial F132 HEF 255 B 2 i Al S B mEk
statements. Z—EBP o



(Expressed in RMB)  For the year ended 31 December 2016
(AARBAER) BE2016F12A31BILFE

Operating activities
Profit/(loss) before taxation
Adjustments for:
Depreciation and amortisation
Interest income
Interest expenses and
other borrowing costs
Net gain on disposal of
property, plant and equipment
and land use rights
Equity-settled share-based
payment expenses
Changes in working capital:
Decrease in inventories
Decrease in gross amount due
from customers for contract work
(Increase)/decrease in trade and
bills receivables
Decrease/(increase) in deposits,
prepayments and other receivables
Decrease in trade and bills payables

(Decrease)/increase in gross amount due

to customers for contract work
Decrease in receipts in advance

(Decrease)/increase in accrued expenses

and other payables
Increase in provision for warranties

Cash generated from operations
Income tax paid

Net cash generated from
operating activities

The notes on pages 132 to 255 form part of these financial

statements.
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FEAD

FEUEFERTE

BERD

RGeS
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bR/ (2 0)
B RN R NSRS
ENEFPERTIIZER

(RA),/ 4
BUFRR D

FEEH B R AL RE K

(R),/
s
SEFERS
EAAT SR

REEDFEREFE

2016 2015
2016 F 20154
Note RMB’000 RMB’000
ira ARETTT ARETIT
87,194 (167,288)
6(c) 62,547 63,977
6(a) (10,920 (12,576)
6(a) 202,887 238,076
(31,720) (131,639)
6(b) = 14,705
75,022 13,101
740,026 195,382
(297,021) 52,304
34,778 (18,376)
(341,375) (469,947)
(271,112) 195,078
(62,615) (37,717)
(82,667) 42,666
26 56,592 53,395
161,616 31,141
25(a) (89,413) (15,860)
72,203 15,281
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Investing activities
Payments for purchase of property,

plant and equipment and land use rights
Proceeds from disposal of property,

plant and equipment and land use rights
Proceeds from redemption of

short-term investments
Interest received

Net cash (used in)/generated from
investing activities

Financing activities

Proceeds from new bank loans

Repayment of bank loans

Payments for purchase of shares under
share award scheme

Net increase in advances granted to the
controlling equity shareholder of the
Company and his affiliates

Dividends paid to the equity shareholders
of the Company

Borrowing costs paid

Net cash used in financing activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents
at 1 January

Effect of foreign exchange
rate changes

Cash and cash equivalents
at 31 December

The notes on pages 132 to 255 form part of these financial

statements.

(Expressed in RMB)  For the year ended 31 December 2016
(UARBAER) BE2016F12A31BILFE

Note
Hiat

R&EES

BEDE  BEMREAR
e AR

HEME - BiE RREAR
T R S SR

BEERERE 2SR

BHAE

REFE (FTA),/FiB
REFE

LRI TE SRS TIE
EEBITEN
RERGD BT EEE

B 17 2 155k 24
TARZAR R AR AR R e

[ EYNETEE

bS]
BERNARRARBRERARE

27(b)(i)

BEREERA

RMEEDFAAREFE

BeRBLZEY

(RD),/ B inEE
M B1ENEER

ReZEY 19
IEEREBHHTE

R12A31 BENEE
RBEEEY 19

2016 2015
2016 & 20154
RMB’000 RMB’000
ARET T ARETIT
(68,533) (86,023)
23,948 123,271

= 300,000

9,420 12,576
(35,165) 349,824
4,790,000 5,397,104
(5,289,900) (4,660,000)
= (2,653)

= (15,079)

= (489,788)
(204,583) (237,729)
(704,483) (8,145)
(667,445) 356,960
3,006,827 2,662,517
23,312 (12,650)
2,362,694 3,006,827
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(Expressed in RMB unless otherwise indicated)

(BBHEBEN - UAREREN)

1

CORPORATE INFORMATION

Yuanda China Holdings Limited (the “Company”) was
incorporated in the Cayman Islands on 26 February 2010 as an
exempted company with limited liability under the Companies
Law, Chapter 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands. The shares of the Company were
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 17 May 2011. The consolidated financial
statements of the Company comprise the Company and
its subsidiaries (collectively referred to as the “Group”). The
principal activities of the Group are the design, procurement,
production, sale and installation of curtain wall systems.

SIGNIFICANT ACCOUNTING POLICIES

(@  Statement of compliance

These financial statements have been prepared in
accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term
includes all applicable individual International Financial
Reporting Standards, International Accounting
Standards (“IASs”) and related Interpretations issued
by the International Accounting Standards Board (the
“IASB”). These financial statements also comply with the
disclosure requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”). Significant
accounting policies adopted by the Group are disclosed
below.

The IASB has issued certain new and revised IFRSs
that are first effective or available for early adoption for
the current accounting period of the Group. Note 2(c)
provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to
the Group for the current and prior accounting periods
reflected in these financial statements.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended
31 December 2016 comprise the Group.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except for
derivative financial instruments which are stated at their
fair values (see Note 2(f)).

The preparation of financial statements in conformity
with IFRSs requires management to make judgements,
estimates and assumptions that affect the application
of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the application
of IFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty
are discussed in Note 3.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(©

Changes in accounting policies

The IASB has issued a number of amendments to IFRSs
that are first effective for the current accounting period
of the Group. None of these developments have had a
material effect on how the group’s results and financial
position for the current or prior periods have been
prepared or presented.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group 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
Group has power, only substantive rights (held by the
Group 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 flows
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.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

©)

Subsidiaries and non-controlling interests (continued)

Non-controlling interests represent the equity interests
in a subsidiary not attributable directly or indirectly to
the Company, and in respect of which the Group has
not agreed any additional terms with the holders of
those equity interests which would result in the Group
as a whole having a contractual obligation in respect
of those equity 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.

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from the equity attributable to the
equity shareholders of the Company. Non-controlling
interests in the results of the Group are presented on
the face of the consolidated statement of profit or loss
and the consolidated statement of profit or loss and
other comprehensive income as an allocation of the total
profit or loss and total comprehensive income for the
year between non-controlling interests and the equity
shareholders of the Company.

Changes in the Group’s equity interests in a subsidiary
that do not result in a loss of control are accounted
for as equity transactions, whereby adjustments are
made to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the change
in relative equity interests, but no adjustments are made
to goodwill and no gain or loss is recognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

@

Subsidiaries and non-controlling interests (continued)

When the Group loses control of a subsidiary, it
is accounted for as a disposal of the entire equity
interests in that subsidiary, with a resulting gain or
loss being recognised in the consolidated statement
of profit or loss. Any equity interests retained in that
former subsidiary at the date when control is lost is
recognised at fair value and this amount is regarded as
the fair value on initial recognition of a financial asset or,
when appropriate, the cost on initial recognition of an
investment in an associate or joint venture.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see Note 2(k)(ii)), unless the
investment is classified as held-for-sale.

Investments in debt securities

The Group’s policies for investments in debt securities
are as follows:

Investments in debt securities are initially stated at
fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs
from the transaction price and that fair value is evidenced
by a quoted price in an active market for an identical
asset or liability or based on a valuation technique that
uses only data from observable markets. Cost includes
attributable transaction costs.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

)

Investments in debt securities (continued)

Investments in debt securities which do not fall into the
categories of investments in securities held for trading
or held-to-maturity are classified as available-for-sale
securities. At the end of each reporting period the fair
value is remeasured, with any resultant gain or loss
being recognised in other comprehensive income and
accumulated separately in equity in the fair value reserve.
Interest income from debt securities calculated using the
effective interest method is recognised in profit or loss in
accordance with the policy set out in Note 2(u)(v).

When the investments in debt securities are
derecognised or impaired (see Note 2(k)(i)), the
cumulative gain or loss recognised in equity is
reclassified to profit or loss. Investments in debt
securities are recognised/derecognised on the date the
Group commits to purchase/sell the investments or they
expire.

Derivative financial instruments

Derivative financial instruments are recognised initially
at fair value. At the end of each reporting period the fair
value is remeasured. The gain or loss on remeasurement
to fair value is recognised immediately in profit or loss,
except where the derivatives qualify for cash flow hedge
accounting, in which case recognition of any resultant
gain or loss is in accordance with Note 2(g).
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SIGNIFICANT ACCOUNTING POLICIES (continued)

@

Hedging

Where a derivative financial instrument is designated as
a hedge of the variability in cash flows of a recognised
asset or liability or a highly probable forecast transaction
or the foreign currency risk of a committed future
transaction, the effective portion of any gains or losses
on remeasurement of the derivative financial instrument
to fair value are recognised in other comprehensive
income and accumulated separately in equity in the
hedging reserve. The ineffective portion of any gain or
loss is recognised immediately in profit or loss.

If a hedge of a forecast transaction subsequently results
in the recognition of a non-financial asset or non-financial
liability, the associated gain or loss is reclassified from
equity to be included in the initial cost or other carrying
amount of the non-financial asset or liability.

If a hedge of a forecast transaction subsequently results
in the recognition of a financial asset or a financial liability,
the associated gain or loss is reclassified from equity to
profit or loss in the same period or periods during which
the asset acquired or liability assumed affects profit
or loss (such as when interest income or expense is
recognised).

For cash flow hedges, other than those covered by the
preceding two policy statements, the associated gain or
loss is reclassified from equity to profit or loss in the same
period or periods during which the hedged forecast
transaction affects profit or loss.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

@

Hedging (continued)

When a hedging instrument expires or is sold, terminated
or exercised, or the Group revokes designation of the
hedge relationship but the hedged forecast transaction is
still expected to occur, the cumulative gain or loss at that
point remains in equity until the transaction occurs and it
is recognised in accordance with the above poalicy. If the
hedged transaction is no longer expected to take place,
the cumulative unrealised gain or loss is reclassified from
equity to profit or loss immediately.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see
Note 2(k)(ii)).

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs
of dismantling and removing the items and restoring
the site on which they are located, and an appropriate
proportion of production overheads and borrowing costs
(see Note 2(w)).

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item and are recognised in
profit or loss on the date of retirement or disposal.
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(Expressed in RMB unless otherwise indicated)
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SIGNIFICANT ACCOUNTING POLICIES (continued)

)

Property, plant and equipment (continued)

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual values, if any, using the straight-line method over
their estimated useful lives as follows:

Estimated

useful lives

Plant and buildings 30 years
Machinery and equipment 15 years
Motor vehicles and other equipment 5 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part
is depreciated separately. Both the estimated useful life
of an asset and its residual value are reviewed annually.
No depreciation is provided in respect of construction in
progress until it is completed and ready for its intended
use.

Research and development expenditure
Expenditure on research and development activities is

recognised as an expense in the period in which it is
incurred.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

0

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of

the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

(i)

(i)

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases.

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or
loss as an integral part of the aggregate net lease
payments made. Contingent rentals are charged
to profit or loss in the accounting period in which
they are incurred.

Payments made on the acquisition of land held
under an operating lease are stated at cost less
accumulated amortisation and impairment losses
(see Note 2(K)(ii). Amortisation is charged to profit
or loss on a straight-line basis over the period of
the lease term.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

Impairment of assets

(i)

Impairment of investments in debt securities
and receivables

Investments in debt securities and receivables
that are stated at cost or amortised cost or are
classified as available-for-sale securities are
reviewed at the end of each reporting period to
determine whether there is objective evidence
of impairment. Objective evidence of impairment
includes observable data that comes to the
attention of the Group about one or more of the
following loss events:

significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in payments;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation; and

- significant changes in the market, economic
or legal environment that have an adverse
effect on the debtor.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Impairment of assets (continued)

(i)

Impairment of investments in debt securities
and receivables (continued)

If any such evidence exists, any impairment loss is
determined and recognised as follows:

- For receivables carried at amortised
cost, the impairment loss is measured as
the difference between the receivable’s
carrying amount and the present value of
estimated future cash flows, discounted at
the receivable’s original effective interest
rate (i.e. the effective interest rate computed
at initial recognition of these receivables),
where the effect of discounting is material.
This assessment is made collectively
where these receivables share similar risk
characteristics, such as similar past due
status, and have not been individually
assessed as impaired. Future cash flows
for receivables which are assessed for
impairment collectively are based on
historical loss experience for receivables
with credit risk characteristics similar to the
collective group.

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss is
reversed through profit or loss. A reversal
of an impairment loss shall not result in the
receivable’s carrying amount exceeding that
which would have been determined had no
impairment loss been recognised in prior
years.
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2  SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Impairment of assets (continued)

(i)

Impairment of investments in debt securities
and receivables (continued)

- For available-for-sale securities, the
cumulative loss that has been recognised in
the fair value reserve is reclassified to profit or
loss. The amount of the cumulative loss that
is recognised in profit or loss is the difference
between the acquisition cost and current fair
value, less any impairment loss on that asset
previously recognised in profit or loss.

Impairment losses in respect of available-
for-sale debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring
after the impairment loss was recognised.
Reversals of impairment losses in such
circumstances are recognised in profit or
loss.

Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
receivables whose recoveries are considered
doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded
using an allowance account. When the Group
is satisfied that recovery is remote, the amount
considered irrecoverable is written off against
the receivable directly and any amounts held in
the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off
directly are recognised in profit or loss.
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2

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Impairment of assets (continued)

(ii)

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or an impairment loss previously
recognised no longer exists or may have
decreased:

- property, plant and equipment;

- pre-paid interests in leasehold land classified
as being held under an operating lease; and

- investment in a subsidiary in the Company’s
statement of financial position.

If any such indication exists, the asset’s
recoverable am