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Financial Highlights
MBEE

Percentage

2017 2016 Change

20175 20165  EFHAHANL
(Approximately) (Approximately) (Approximately)
(#49) (#4) (##4)

Revenue (RMB million) WAANEREBET) 5,688.7 7,324.4 (22.3%)
Gross profit margin ES B 22.0% 17.6% 4.4%
Consolidated net profit (RMB million) SENBEARERET) 85.7 76.6 11.9%
Profit attributable to equity shareholders AN AR FE (G

of the Company (RMB million) (AR®EBET) 60.7 87.0 (30.2%)
Net cash generated from operating TESSEENE A 7 SBIS

activities (RMB million) (AREBET) 85.6 72.2 18.6%
Basic and diluted earnings per share BRERARBERF

(RMB cents) (ARED) 0.98 1.40 (30.0%)
Proposed final dividend per share ERERARERE (BI)

(HKD cents) NIL NIL 0.0%
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Corporate Culture & Mission
TEX R FED

OPERATION PHILOSOPHY ReEEe
Technology leads markets R 5| R ™%
Services create value ARG EI:EEE
ENTERPRISE MOTTO 3

To do things honestly BEEME

To treat people sincerely HEFA

To understand causes and results RBAEIE

To unify theory and practice MiTE—
CORPORATE MISSION D

For the country (Ml BNIREX - AP -
For the customers BET - BIRE]

For the employees
For the shareholders

MANAGEMENT CONCEPTS EEER
Sustainable Development SEER
Circular Improvement BRI
Statistics Analysis FET DT

Continuous Improvement TERS
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Corporate Culture & Mission

EE LR En

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

B S~

If you wish to succeed, you should use persistence as your
good friend, experience as your reference, prudence as your
brother and hope as your sentry

Dear shareholders,

On behalf of the board of directors (the “Board”) 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 2017 (the “Reporting
Period”).

In 2017, the global economic growth rebounded to 3%, the fastest
since 2011. China contributed about a third of global economic
growth. However, the increase in interest rate and the trade
protectionism in the USA, geopolitical crisis and the shrinking scale
of quantitative easing in Europe make the global economy uncertain.

\.

A
R

\

WMRRFERL > BUELRRE ~ U
BRASHE UEEARE UFER
IHE o

B BABIR

RAABRERERFEZERBR 2GR
AR EREMBAR(FFE[AE®] =k
(BAHE]DESS((ESE]]) AAT
SRAEBEHE2017F12A31BIEFE
(IREWE])) 2 FERE -

017 F 2B R B - BREE
3% @ ERE2011 FURFHRIER - PEH
HEHREEIERNERMELOE1/3- B2
EEME EHESHREEERE
BBUREH - BUMGER 2L ERRER -
MR B FRICERA T2 T EERAE -
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Chairman’s Statement
FEHRE

BUSINESS REVIEW

For the year ended 31 December 2017, the profit attributable to
equity shareholders of the Company decreased by about RMB26.3
million or 30.2% as compared with last year to about RMB60.7
million (2016: about RMB87.0 million). In 2017, the Group was
awarded with 52 new projects with an aggregate amount of
approximately RMB4,156.1 million. For the year ended 31 December
2017, the remaining contract value of backlog of the Group
amounted to approximately RMB16,120.6 million, which will strongly
guarantee the development of the Group in the next 2-3 years.

BUSINESS PROSPECTS

Under the background of slower development of domestic
real estate market and economic and political uncertainty of
oversea markets, the Group will continue to take a relatively
prudent operating strategy. 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 the expansion of
overseas markets strategically.

EWOE

HZE2017F12A31BILFE - AT
IR EEFEH AR 60.7 A& T (2016
F:OARKS7T.0EET) BREAFRD
HAANR®E26.3BEL330.2% : 72017
FoOREBHAETRS2ME 28408
BEHOAREA4156.1 A& T ¢ L2017
F12A31H  AZRITARESELH AL A
R#¥16,1206 B&7L - AEBEARK2-3F
B EIRMHE NRE -

RBRE

FEANEHETSERBE  HIM5E
KEBEREBUSTRENAER T A%H
1B R B BIELC SRR - ¥
BRI EETRET MR - AT

FAIEMNERKYE  REEEEENK
AR - D0 5% FE WK K (] e % SN

frER - AMREEDEE ERERE
E’ﬁ*)?% o [AFF - A5 [ ¥ IE fE T 35 1) B
b - IR ISR SIS HI R o



10

YUANDA CHINA HOLDINGS LIMITED Annual Report 2017
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FEHRE

The Group will continue to strengthen internal control level, kick-
start the overall information management system, improve the
efficiency of management, strengthen team construction, implement
effective employee incentive mechanism, and improve per capita
performance, so as to ensure orderly and efficient operation of
various businesses of the Group.

Curtain wall industry will step into an integration period, during which
large scale companies with high-quality will outstand through the
competition. Also, the Group will actively seize the opportunities and
seek for favorable investment opportunities to accelerate the industry
integration and the strategic transformation of enterprise and create
more values for shareholders.

Kang Baohua
Chairman

29 March 2018

AEEBRENBNHELKT  2E
BEBEALERRG  RATERE
s EBRE - A ML A TREE
5 ORFAGER  BREBSEES
B SRR -

BETESEABRSRS  BRES
TEARTEA - HEERRENNX
B o AN BTSRRI A0
B NERERES HEFTREE - B
PRRAIEEAEE -
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Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW

Overall performance

The global economy experienced a broad-based upturn in 2017, but
potential downside risks, such as geopolitical tensions, emerging
trade protectionism and global financial austerity still persist.
Meanwhile, China’s macro-economic growth beats expectation in
the wake of “deleveraging” efforts.

In 2017, the curtain wall industry in China saw higher fragmentation
and greater adjustments.

For the year ended 31 December 2017, the profit attributable to
equity shareholders of the Company decreased by about RMB26.3
million or 30.2% as compared with last year to about RMB60.7
million (2016: about RMB87.0 million). The main reason was that
the Group has been selective in choosing curtain wall projects and
has focused on major projects owned by customers with good
reputation.

Newly-awarded projects (including VAT)

During the year 2017, the aggregate amount of new-awarded
projects of the Group decreased by about RMB1,963.0 million or
32.1% as compared with last year to about RMB4,156.1 million
(2016: about RMB6,119.1 million). The main reason for the change
was the tight domestic liquidity which has lowered the investment in
commercial real estate.

KB
E)

RREBER 2017 5B L > BIHEER
WHEBUEER - EHREIERRE 2
ReEMRBRBEFEETITRR -+
REEEE [ XER | MER TEREBR
HEE -

2017 FRREBREITEDEIE - FHEMN
Bl -

HE2017F12A31BIEFE * XA T
IR EGFEOARE60.7BET(2016
F:HOARES7T0EET) BREFRD
AR 26.38ETH30.2% * TERHA
EAKE—MBEREEFERKEER B
XX EERMHHKNIER ©

A TIR(B2EEN)

MR2017 % - AEERFAE TIREED
AR® 41561 BET(20165F : HAR
#6,1191 B &8 T) - REAFRLHARKE
1,963.0B&ELsk32.1% - EBMWEE R
EAEBEANES B8R ERmELE
B IRER o

2017 2016
2017 & 2016 4F
Number of Number of
projects RMB million projects RMB million
HEHE AR¥EETT HEEE ARKBEETT
Domestic A 37 1,570.7 50 2,726.7
Overseas iSBN 15 2,585.4 18 3,392.4
Total Sar 52 4,156.1 68 6,119.1
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BUSINESS REVIEW (continued)

Newly-awarded projects (including VAT) (continued)

Details of newly-awarded projects with over hundred-million RMB

contract value are as follows:

Project name

HE B8

Los Angeles Wanda, USA
ERR M EEIR A
C0600 College Town, Kuwait
RHEF K 235 COB00 1R X
Carla Office Building,Sweden
IR AE

Changchun Long Xiang Center A, China

FEREEATLAR

447 Collins Street, Australia
RN 447 FIMRHET R BT

SAN Jose SJSC Building, USA
EEIE[ZE SISC KE
Walsin Lihwa Center, China
REE R

No. 1 Denison Street, Australia
M A SR FHERRAE

MAS, Malaysia
F52RPEEE MAS 32

Fuli Silver Tower, USA

EEE NRETIR

Silk Road Pearl Tower, China
P B 4 B FA TR IR

LS Group Building, China
HPEIREMNEA

EEE(E)

AR TIR(BERER)(E)

ERSEEBSETARENIART

BERZFHBHT :
Category of Approximate
project utilization Contract Value
HE ARER BHEEBN
RMB million
ARBBEET
Commercial Complex 619.9
[BEZoa=y:
Commercial Complex 489.7
[EELoaey:
Headquarters Building 294.2
RPN
Commercial Complex 294.0
[BEZoa=y:
Commercial Complex 283.0
[EELoaey:
Commercial Complex 270.5
[SESES=y
Commercial Complex 169.4
[BEZoa=y:
Commercial Complex 120.1
[EELoaey:
Commercial Complex 118.4
[SESaS=y
Headquarters Building 113.2
I RIE
Commercial Complex 110.0
[EELoaey:
Headquarters Building 104.7
RPN

13
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Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW (continued)
Backlog

As at 31 December 2017, the remaining backlog contract value
of the Group decreased by about RMB1,766.4 million or 9.9%
as compared with last year to about RMB16,120.6 million (31
December 2016: about RMB17,887.0 million), which could support
a sustainable development of the Group for the next 2-3 years.

EBEE(E)
AEIAR

MR2017F 128318 » AEEMHBT X
TIEREBENARKE16,1206BE T
(2016412 A31H : H AR 17,887.0
BET)  BREFRIHOARKE1,766.48
BITek9.9% ' RABAREERRK2-3FH
BRIEHAIZE -

2017 2016
2017 20164
Remaining value of contracts Remaining value of contracts
BRKRTEERE &R TEE
Number of Number of
projects RMB million projects RMB million
HEHE AR¥EER BEEgEE AREBER
Domestic " 291 7,279.4 337 9,203.1
Overseas BN 89 8,841.2 102 8,683.9
Total &&t 380 16,120.6 439 17,887.0
Major technology achievements and awards EERMKR M EEIE

In 2017, the Group obtained 16 patents, including 4 patents for
invention and 12 patents for utility model.

R2017F » AEBFEZFEE1618
HAZ A= 418 - ERFAEFR 1218 -
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BUSINESS PROSPECTS

The curtain wall industry is expected to face a challenging
environment in 2018. Considering factors such as the curbing of
demands, the reduction of residents’ leverage and unbalanced
demand and supply, tightening financing environment will further
weaken the willingness of property developers to invest in 2018; and
the sales volume of new projects is expected to decline. The Group
will closely monitor trends and developments in the macro-economy
and sector markets, focus to enhance its sensitivity and perception
of market developments so that it could proactively formulate
forward-looking business strategies in response to changes in the
external business conditions.

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 2017, the revenue of the Group
decreased by about RMB1,635.7 million or 22.3% as compared with
last year to about RMB5,688.7 million (2016: about RMB7,324.4
million). Among which:

1. the revenue from domestic market of the Group decreased
by about RMB1,290.9 million or 28.3% as compared with last
year to about RMB3,273.4 million (2016: about RMB4,564.3
million), contributing approximately 57.5% of the total revenue
of the Group. The decline is due to the revenue shrank in
Northeast and East China; and

2.  the revenue from overseas market of the Group decreased
by about RMB344.8 million or 12.5% as compared with last
year to about RMB2,415.3 million (2016: about RMB2,760.1
million), contributing approximately 42.5% of the total revenue
of the Group.

RBRE

TEHI2018 F F i 17 5 4% [ i o8 2 BB -
ERRBIF R - BEERERXMELR
ERBRHBNTARLEA HE - 20184F
BERGBESERSYRBERNRE
ERTE FIREEREZRGAE

BRHMETRE - AEEBTIEER
BREMITEMSESDS  ETEBRSHM
SR BURE AR 1 - 5 E AT IR MR
LRES - THRUINEEERBRE -

g C)

ARBEEEBIRHBEEERARETN
BENKELBEHRERREITRRE
B> REWBER AKERAATER

=Wy PO SN
EELEFN

BREA

HE2017F12 A31 HILFE » AEEH
BEIAN AR 5,688.7 B & £(2016
FEHARBTII244BET)  BEER
DEARYA1,635.7 BET22.3% ° &
==l

1. AEEMNBATSBRAHARE
32734 HET(2016F : HARME
4564.3B8TT) REFBILOIA
K¥1,290.9 & 7T5(28.3% ' (A<
EEAUWMALS75% NEEER
FA B LA B 2 B8 th [ &9 U A 48RP
B &

2. AEEMNFINTHBBRAHARKE
2,415.3 BB T(2016F : HARKE
2,7601BET) r REFHIAIA
R#344.8B8T12.5% ' 1548&%
BB AL 42.5% o

15



16

YUANDA CHINA HOLDINGS LIMITED Annual Report 2017

Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW (continued)

Cost of sales

In 2017, the cost of sales of the Group decreased by about
RMB1,592.7 million or 26.4% as compared with last year to about
RMB4,439.7 million (2016: about RMB6,032.4 million). With the
decrease in revenue, the related costs of sales were correspondingly
decreased.

Gross profit and gross profit margin

In 2017, the gross profit of the Group decreased by about RMB43.1
million or 3.3% as compared with last year to about RMB1,248.9
million (2016: about RMB1,292.0 million).

In 2017, the gross profit margin of the Group increased by about
4.4% as compared with last year to about 22.0% (2016: about
17.6%). The Group’s gross profit margin kept growing, which was
mainly attributable to strengthened budget management and cost
control and higher gross profit margin of newly-accepted projects of
the Group. Among which:

1.  gross profit margin from domestic market of the Group
increased by about 3.7% as compared with last year to about
22.6% (2016: about 18.9%); and

2. gross profit margin from overseas market of the Group
increased by about 5.6% as compared with last year to about
21.1% (2016: about 15.5%).

B EIRE(E)
SHER A

R20176F - AEERHEEKREAN A A
E¥4,430.7B 8 T(2016F : HARK
6,0324B8BL) REFRLHARK
1,5602.7 BET0526.4% ° BEE & WA
KR - FRRASHE AR E L MAFT T o

EFREM=H

R2017F - AEENEMHARE
1,248.9F & 70 (20165F : ) AR #1,292.0
BETL)  REFRIOARKE41EE
JL8%3.3% °

R20174 - NEEH E F X 422.0%
(20164 : #917.6%) ' B X F 1 ML
4.4% c AEBEMNREBRIFER - =
E R AN AE E N 78 & & M AT
HIA R AEIEE EFERE - A :

1., AEBHEAEFED226%
(2016 4E : 4918.9%) + B EEH N
H93.7% : &

2. AEEMBEINEFELH21.1%
(2016 4F : 4915.5%) » B EFEIL AN
#495.6% °
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FINANCIAL REVIEW (continued)

Major customers and suppliers

For the year ended 31 December 2017, 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 or their close associates or, to the knowledge of the
Board, 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 2017, 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.

Other income

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

In 2017, other income of the Group decreased by about RMB5.6
million or 4.8% as compared with last year to about RMB108.9
million (2016: about RMB114.5 million). The decrease in the Group’s
other income was mainly due to the decline in government grants
during the Reporting Period.

BrISERE (42 )

TREPMEERD

HE2017F12A31 BILFE  ZEER
A5 BRAZTFPERMBRALRAER 2
K A BRBR)30% © RIS BRAR P
RAB N FEBEREE  AXAFES -
BREREAB - ROEMAE - FA&5%
LA ERRER - B B 428 I AR EL Ath B Bk 05 7
A BBRARPHEEENERERS
B o AAAIESHEBRER AR
EEEMAMEAHEEARR R 5% A %
NMzREBERBEAEEFRMAZRA
BEE T AfER o

HE2017F12A31BILFE - A& H
MAIS BERAEENNRBEREINAEE
2 FEEIRBREEN30% ° I 5 BRAME
FEEARNR I FEBBAER  ARFRE

- EREEAR  ROUBEMAER - F
AR 5% A ERARER - BRI I AN E Ath B ES
AERIS BRAREETR M EEENER
A ER -

HAp A

AEEEMBAEE BB KHE
BBA - REBERRERS - HER
MEEFRA R EDE - BB NRE
3 f A A3 s

R2017F - AEBWEMPADIARKE
108.9B&E L(2016 F : HARK 11458
B  BREFRALHARBS6BETLH
4.8% c NREBEMBANBLEEZHR
s BB BhR D PTEL -
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EEENWR DN

FINANCIAL REVIEW (continued)

Selling expenses

In 2017, the selling expenses of the Group decreased by about
RMB26.2 million or 21.5% as compared with last year to about
RMB95.2 million (2016: about RMB121.4 million), accounted for
approximately 1.7% of the operating revenue of the Group (2016:
1.7%). The main reason for the decrease was due to the strict control
of expenses.

Administrative expenses

In 2017, the administrative expenses of the Group decreased by
about RMB139.9 million or 12.6% as compared with last year
to about RMB971.6 million (2016: about RMB1,111.5 million),
accounted for approximately 17.1% of the operating revenue of
the Group (2016: 15.2%). The decrease in administrative expenses
was a combined effect of: (i) the headcount optimization policy
implemented over the past few years, which resulted in the decrease
in the staff cost of administrative staff; and (i) the Group continued to
maintain the principle of prudence, and the provision for bad debts
increased as compared with last year, resulting in the increase of
administrative expenses.

Finance costs

In 2017, the finance costs of the Group increased by about
RMB146.4 million as compared with last year to about RMB232.8
million (2016: about RMB86.4 million), accounted for 4.1% of the
operating revenue of the Group (2016: 1.2%). This was mainly due
to foreign exchange recognised as a net loss during the Reporting
Period rather than a net profit in last year.

Income tax

In 2017, the income tax benefit of the Group was about RMB27.5
million (2016: an income tax expense of about RMB10.6 million).
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FINANCIAL REVIEW (continued)

Consolidated net profit

As a result of the foregoing, in 2017, the consolidated net profit of the
Group increased by about RMB9.1 million or 11.9% as compared
with last year to about RMB85.7 million (2016: about RMB76.6
million).

Profit attributable to equity shareholders of the Company

In 2017, the profit attributable to equity shareholders of the Company
decreased by about RMB26.3 million or 30.2% as compared with
last year to about RMB60.7 million (2016: about RMB87.0 million).

Net current assets and financial resources

As at 31 December 2017, the net current assets of the Group
increased by about RMB981.9 million or 64.3% as compared with
last year to about RMB2,508.8 million (31 December 2016: about
RMB1,526.9 million).

As at 31 December 2017, the cash on hand and in bank of the Group
decreased by about RMB557.1 million or 23.6% as compared with
last year to about RMB1,805.6 million (31 December 2016: about
RMB2,362.7 million), mainly denominated in RMB, USD, Australian
Dollar (“AUD”), Indonesian Rupiah (“IDR”), Malaysia Ringgit (“MYR”)
and Singapore Dollar (“SGD”).

Bank loans and gearing ratio

As at 31 December 2017, the total bank loan of the Group
decreased by about RMB616.4 million or 17.3% as compared with
last year to about RMB2,943.6 million (31 December 2016: about
RMB3,560.0 million).

The Group’s gearing ratio (calculated by total liabilities divided by
total assets) was 72.1% (31 December 2016: 77.2%).
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FINANCIAL REVIEW (continued)

Turnover days of receivables/trade and bills payables/inventory

Turnover days (day)
BAERH(X)

Receivables (note 1) FEWCR (AT 1)
Trade and bills payables (note 2)

Inventory (note 3) FE(#E3)
Notes:
1. The calculation of the receivables turnover days is based on the

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 of the
Group increased by about 73 days or 21.2% as compared with last
year to about 417 days (2016: about 344 days). Although the Group
strengthened collection receivables which resulted in the decline
of the receivable at the end of 2017, the final completion of and
payment settlement for construction projects in China continued to
slow down in 2017.

During the Reporting Period, the turnover days of trade and bill
payables of the Group increased by about 75 days or 22.5% as
compared with last year to about 409 days (2016: about 334 days).
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FINANCIAL REVIEW (continued)

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 2017, the inventory of the Group decreased
by about RMB80.7 million or 22.6% as compared with last year to
about RMB277.2 million (31 December 2016: about RMB357.9
million).

During the Reporting Period, the inventory turnover days of the
Group increased by about 4 days or 8.0% as compared with last
year to about 54 days (2016: about 50 days).

Capital expenditure

In 2017, the payment for capital expenditure of the Group decreased
by about RMB65.8 million or 96.1% as compared with last year to
about RMB2.7 million (2016: about RMB68.5 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, GBP, AUD and SGD. 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.

Contingent liabilities

Details of the Group’s contingent liabilities as at 31 December 2017
are set out in Note 31.
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FINANCIAL REVIEW (continued)

Charge on assets

As at 31 December 2017, the Group’s bank loans of approximately
RMB1,261.6 million were secured by property, plant and
equipment and land use rights with an aggregate carrying value of
approximately RMB1,050.9 million.

Save as disclosed above, the Group had no other charge on its
assets as at 31 December 2017.

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, a subsidiary of the Group has a
plan for capital expenditure with the amount of RMB28.2 million for
building as new factory.

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.
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FINANCIAL REVIEW (continued)

Global offering and use of proceeds (continued)

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 2017, an accumulated amount of approximately
HK$2,018 million of proceeds from the Global Offering (of which
expansion of production capacity: HK$575 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$385 million will be used in accordance to the
proposed allocation as stated in the Prospectus.

Employees and remuneration policies

As at 31 December 2017, the Group had 6,094 full-time employees
in total (31 December 2016: 7,425). The decrease in the number
of full-time employees was the result of the Group’s headcount
optimization. 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, and fringe
benefits, including medical insurance and contributions to pension
funds, as well as incentives like discretionary bonus and share
options.
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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.

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. China saw a more fragmented property
market, and the first-tier cities, former red-hot second-tier cities
and third and fourth-tier cities around the first-tier cities became the
key targets of market regulation. The property market will face a
challenging environment considering factors such as the curbing of
demands, the reduction of residents’ leverage and the unbalanced
demand and supply. 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

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 (BEE ), aged 64, 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 (EZEAEE). Graduated from Liaoning
University (& 28 A E2) with a diploma in politics in 1984, Mr. Kang has
over 24 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
(E5oaEEE /A 7). 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. Li Hongren (Z3#t A ), aged 51, the chief executive officer of
the Group and an Executive Director of the Company (appointed
on 8 February 2017), obtained his bachelor’s degree in Engineering
from Northeastern Industrial College* (R4t TEBz) (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 1999 and has more than 18 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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Executive Directors (continued)

Mr. Liu Futao (2J#8E), aged 53, an Executive Director of
the Company (appointed on 8 February 2017), obtained his
bachelor’s degree in Engineering from Shenyang Correspondence
University (JEF5EIBEAEAEZ) in 1987 with a major in machinery
manufacturing.Mr. Liu joined the Group in 1997 and has more than
20 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 (K 83 #), aged 37, an Executive Director
of the Company (appointed on 8 February 2017), obtained his
bachelor’s degree in Management from Shenyang Institute of
Aeronautical Engineering (JLFZ 128 T 22285 in 2003 with a major
in public administration.Mr. Ma joined the Group in 2007 and has
accumulated more than 10 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 37, the chief financial officer of the
Company and an Executive Director of the Company (appointed on
8 February 2017), obtained his bachelor’s degree in Management
from Jilin University (5 #AZ2) in 2002 with a major in accounting.
Mr. Wang Hao joined the Group in 2007 and has accumulated more
than 10 years of experience in financial management.
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Executive Directors (continued)

Mr. Zhang Lei (5R5), aged 45, since February 2013, he acted
as vice President of Shenyang Yuanda, one of the subsidiaries of
the Company. Mr. Zhang joined the Group in July 2002 and has
over 15 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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Independent Non-executive Directors

Mr. Poon Chiu Kwok (F&MEl), aged 55, 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 of CPA Australia, the Hong Kong
Securities and Investment Institute (also an associate instructor), 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 28 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), Jinchuan Group International Resources Co. Ltd. (Hong
Kong stock code: 2362), Honghua Group Limited (Hong Kong stock
code: 196) with effect from 15 June 2017 and Yanzhou Coal Mining
Company Limited (Hong Kong stock code:1171) with effect from 29
June 2017.
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Directors and Senior Management
EERGREEAE

DIRECTORS (continued)
Independent Non-executive Directors (continued)

Mr. Woo Kar Tung, Raymond (#Z &), aged 48 was appointed
as an independent non-executive Director on 12 April, 2011. Mr.
Woo has over 22 years of experience in the accounting and financial
services industry. He began his career as a certified accountant
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 an independent 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 (&), aged 45, 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. Mr. Pang
is the managing partner of Benny Pang & Co. which specializes in
capital markets and general corporate and commercial work. Mr.
Pang is also an executive director and a vice chairman of Huabang
Financial Holdings Limited (previously known as Goldenmars
Technology Holdings Limited) (“Huabang”) (Hong Kong stock code:
3638) since January 2017. He was an independent non-executive
director of Huabang since June 2012. Between 1997 and 2009,
Mr. Pang practiced as a lawyer with several international law firms in
Hong Kong and Sydney. Mr. Pang received his bachelor’s degree
in laws (honors) from Bond University, Australia, in 1996. In 1997,
Mr. Pang obtained his Graduate Diploma in Legal Practice and
master’s degree in laws from The College of Law, Sydney and the
University of New South Wales, Australia, respectively. He has been
admitted as a legal practitioner of the Supreme Court of New South
Wales, Australia since 1997 and as a solicitor of the High Court of
Hong Kong since 2009. He is a member of both the Law Society
of New South Wales, Australia and the Law Society of Hong Kong.
Currently, Mr. Pang is also an independent non-executive Director of
the following companies: China Regenerative Medicine International
Limited (Hong Kong stock code: 8158) and Sanbase Corporation
Limited (Hong Kong stock code: 8501).
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EERGREEAE

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 2017. 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 &), aged 41, was appointed as the
company secretary and authorized representative of the Company
in June 2012 and has over 11 years of experience in corporate
services field. He was an auditor of Deloitte Touche Tohmatsu
from 2000 to 2001. Since 2001, Mr. Yu joined Fung, Yu & Co.
CPA Limited and is currently the company’s managing director.
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 Sany Heavy
Equipment International Holdings Limited (Hong Kong stock code:
00631), and independent non-executive director of Realord Group
Holdings Limited (Hong Kong stock code: 01196), all of which are
listed companies in Hong Kong, since 2009, 2010, 2017 and 2014,
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# 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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Corporate Governance Report
TEERRSE

The board of directors (the “Board”) of the Company is pleased to
present this Corporate Governance Report in the Group’s annual
report for the year ended 31 December 2017.

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 2017, 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 is set out below:

Executive Directors
Chairman

Mr. Kang Baohua

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

Exg(#)
BB (&)

EREFARRAZEWNLETERE
2R MOERIA R AR AT B IR IR AN 2 3] B
B BITHE °

ARBIEHAERBEBGRITHEST RS
RERBROMNEEFAMELENES
kEfBEEXEREREENRRE -

RAFHREY EFeABNLE2KEA
B ERBERABRRTEER =28
FHTES - EFSAXETIAT ¢

WITES
REERE F/E
PHAEE  TTEAEH

(R201752 A8HEZ )
BliEis (R2017F2AsAEE(T)
FHEBEE (R2017F2A8AERT)
IREE EREIBE

(FR2017F2 A8AEZRT)
REEE

33



34

YUANDA CHINA HOLDINGS LIMITED Annual Report 2017

Corporate Governance Report
TEERRSE

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 2017, 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 of the Company 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 of the Company 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 re-election 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

The attendance records of each director at the Board meetings
during the year ended 31 December 2017 and the annual general
meeting for the financial year of 2016 held on 1 June 2017 (the “2016
AGM”) are set out below:
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BOARD MEETINGS (continued) EESER(E)
Directors’ Attendance Records (continued) EEHEeRIERE)

Attendance/Number of Meetings

HERY, EEBA
Annual

Nomination Remuneration Audit General
Name of Director Board  Committee = Committee =~ Committee Meeting
EEng EZ® REZEE FMZEE EKZEE RREFXAE
Kang Baohua 6/6 212 11
REE
Tian Shouliang (resigned on 8 February 2017) 2/6 1/2
BTFR (R=B—+&E= AN\BEHT)
Guo Zhongshan (resigned on 8 February 2017) 2/6
2R (R=Z—+&F-AN\BET)
Wang Yijun (resigned on 8 February 2017) 2/6
I£F (RZZ—+E_AN\HE)
Wang Lihui (resigned on 8 February 2017) 2/6
TE (RZZE—+F-AN\BE)
Li Hongren (appointed on 8 February 2017) 4/6 1/2 11
FHEA (R=Z—+&-AN\BEZR{T)
Liu Futao (appointed on 8 February 2017) 4/6 11
e (R=—Z—+5-A\BEZF)
Ma Minghui (appointed on 8 February 2017) 4/6 i1
SeE (R=Z—+E&_A\BEZE)
Wang Hao (appointed on 8 February 2017) 4/6 2/2 11
i= (R=Z—+F_A\BEZT)
Zhang Lei 6/6 11
K&
Poon Chiu Kwok 6/6 2/2 2/2 11
TERE
Woo Kar Tung, Raymond  6/6 2/2 2/2 i1
R
Pang Chung Fai, Benny 6/6 212 212 2/2 11

ZHE
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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 2017 are as follow:

EEET

EXANBRFAREE  A2AERE
EX2EFEERER  UBRNMEE
WEMB NI - ARBHRGERIE
TESHETEFREHEAREN &N
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Types of training

Directors == EINEE
Executive Directors HITES

Kang Baohua RE#E AB,CD
Tian Shouliang (resigned on 8 February 2017) AsTR (R 201742 A8 HEHMT) B
Guo Zhongshan (resigned on 8 February 2017) 2B L(7A2017 42 A 8 HEHTL) B
Wang Yijun (resigned on 8 February 2017) THZE(R2017F2 A8 HEHMT) B
Wang Lihui (resigned on 8 February 2017) F7¥E(R 2017 F 2 A 8 HEHE) B

Li Hongren (appointed on 8 February 2017) ZHA(R20175F2 A8 BEZET) AB,D
Liu Futao (appointed on 8 February 2017) 2f@E(R20174F2 A8 BEZRT) AB,D
Ma Minghui (appointed on 8 February 2017) HRANE (72017 F2 A8 HEZ ) ABD
Wang Hao (appointed on 8 February 2017) T2(R2017F2 A8 HEERT) AB,D
Zhang Lei RE AB,D
Independent Non-Executive Directors BAFEHTES

Poon Chiu Kwok & IR E AB,CD
Woo Kar Tung, Raymond FARIR AB.CD
Pang Chung Fai, Benny wHE AB,C,D
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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 2017.

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 2017 are set out in Note
8 to the Financial Statements.
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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 2017, 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;

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

Nomination Committee (continued)

° 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. Two Nomination Committee
meetings were 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.

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 2017, the Remuneration
Committee:

° 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

° 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 2017 is set out below:
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HK$2,000,001 to HK$3,000,000 2,000,001 % 7TZE 3,000,000 57T 2

The Remuneration Committee held two meetings during the year
ended 31 December 2017.

FHEEENBE2017F12A31BIEF
BRITT2 8% -



AP BERARAT ZF—-baEaER

Corporate Governance Report
TEERRSE

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 2017, the Audit Committee:

° 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;

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

° reviewed the annual results in respect of the year ended 31
December 2016 and the interim results for the six months
ended 30 June 2017 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 2017.

The Audit Committee also met the external auditors of the Company
twice 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;

° 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

° 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 2017.

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.
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INTERNAL CONTROLS AND RISK MANAGEMENT
(continued)

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.

In 2017, the Company focused on the following internal control
operations:

Reviewing risk management and internal control in 2017, 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
2018;

Reviewing risk management and internal control in 2017, 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
2018;

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;

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 group study 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 26 to 31 of this report.
During the year ended 31 December 2017, the company secretary
undertook over 15 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 103 to
111.

The remuneration paid to the external auditors of the Company in
respect of audit services for the year ended 31 December 2017
amounted to approximately RMB9.3million. The external auditors
of the Company provided non-audit services with contract-value
of about RMBO.7 million to the Company for the year ended 31
December 2017

SHAREHOLDERS’ RIGHTS

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

° 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.

NI 2 S0 2 A BB i A

ZAN/NTSTEIN: X 3 = NI =7 S
MERMBRBENZRBEHYNE108E
111 B/ [ ERAD RS | -

MEE2017F12 A1 HILFERHE 7 &
5T AR 7S M R AN A RSN ERAZ B A 2 1~ 2
# A AREEQIAETT ° EE2017F12
A31BIEFE - AR E)IMNEBZEEN M)A
NEREEENAARK7TBEETTAIE
BETRT o

IR SRR

IR A RRRERIAS (BEBRERRRIK
T LRHBRR IRER)NIEF

. Eﬂ*ﬂi%{lﬂﬁﬁﬁ RAEHE
BARAARRE N IR+D 2

—Eﬁ &m%TﬁA$Elﬂx$7§A
ERENEHEEAN(TEERRR])
BREBERRARRAESS QAW
E(RAMEDEXEHFAE &
KEFERAEEBRTPILAE
MEBXZARBERFIAE(E2
ERREIAE LIRBIRETRE

EJN






























230

YUANDA CHINA HOLDINGS LIMITED Annual Report 2017

Notes to the Financial Statements (continued)

B 765 3 2% B & ()

(Expressed in RMB unless otherwise indicated)
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31 CONTINGENT LIABILITIES (continued)

(b)  Contingent liabilities in respect of legal claims (continued)

(i)

(continued)

Yuanda Russia disagrees with the above ruling
and filed an appeal against the ruling. The appeal
by Yuanda Russia was dismissed by the relevant
tribunal and the ruling that Yuanda Russia shall pay
50% of the amount Rasen Stroy claimed for was
maintained. Yuanda Russia later on filed a second
appeal. On 2 May 2017, the arbitration tribunal
in Moscow ruled in favour of Rasen Stroy and
that the claimed amount Yuanda Russia is liable
for was reduced to USD3.4 million (equivalent to
approximately RMB22.1 million). In June 2017,
Yuanda Russia and Rasen Stroy both filed further
appeals. In August 2017, the arbitration tribunal
in Moscow rejected the further appeals of Rasen
Story. As at the date of these financial statements,
Yuanda Russia continues to deny any liability in
respect of Rasen Stroy’s counterclaim and, based
on legal advice and taking into account of Yuanda
Russia’s financial position as at the end of the
reporting period, the directors of the Company do
not believe Yuanda Russia will incur material losses
in connection with this lawsuit, no provision has
therefore been made in respect of this lawsuit.
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31 CONTINGENT LIABILITIES (continued)

(b)

Contingent liabilities in respect of legal claims (continued)

(iv)  In addition to the lawsuits mentioned in Notes
31(b)(i) to 31(b)(iii), certain subsidiaries of the
Group are named defendants on other lawsuits or
arbitrations in respect of construction work carried
out by them. As at the date of these financial
statements, these lawsuits and arbitrations are
under reviewed before courts or arbitrators. If
these subsidiaries are found to be liable, the total
expected monetary compensation may amount
to approximately RMB245.5 million, the Group’s
bank deposits of RMB17.8 million at 31 December
2017 was frozen by courts for certain of these
lawsuits. Based on legal advices, the directors of
the Company do not believe it is probable that
the courts or arbitrators will find against these
subsidiaries of the Group on these lawsuits and
arbitrations.

Contingent compensation payable

In July 2016, it was reported that certain construction
materials supplied by the Group was found to contain
asbestos in two construction projects in Australia.
The Group is cooperating with relevant authorities on
investigation into the reason for the reported cases. As
at the date of these financial statements, asbestos was
not found in other projects constructed by the Group and
there was no related legal action against the Group in
Australia. As the investigation is yet to be completed and
claims against the Group from contractors have not been
quantified, the directors of the Company cannot reliably
estimate the repair cost and potential compensation for
projects found with asbestos. No provision in this regard
has therefore been made.
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32 COMPANY-LEVEL STATEMENT OF FINANCIAL 32 AFABEANHBRREE
POSITION
2017 2016
2017 & 2016 4F
Note RMB’000 RMB’000
Kt ARET T AREFIT
Non-current assets FREBEE
Interests in subsidiaries RHB R RRRE 2,000,019 42,071
Current assets REBEE
Prepayments and other TEAST R EAth FE IR
receivables 628 1,909,066
Cash on hand and in bank FERS RIEITER 1,558 1,558

2,186 1,910,624

Current liabilities REBEE

Accrued expenses and FETFE S & B Ath e A =X

other payables 1,012,149 881,702

Net current RE(BE) BEERE

(liabilities)/assets (1,009,963) 1,028,922
NET ASSETS FEE 990,056 1,070,993
CAPITAL AND RESERVES BEARRf#E 27

Share capital SN 519,723 519,723

Reserves e 470,333 551,270
TOTAL EQUITY R 990,056 1,070,993
Approved and authorised for issue by the board of directors on EE2R 201843 A 29 Hilh & KX e

29 March 2018. Bt o
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33

34

IMMEDIATE AND ULTIMATE HOLDING COMPANY

The directors of the Company consider the immediate and
ultimate holding company of the Company as at 31 December
2017 to be Best Outlook Limited, which is incorporated in the
British Virgin Islands. This entity does not produce financial
statements available for public use.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017

Up to the date of issue of these financial statements, the IASB
has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended
31 December 2017 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the Group.

IFRS 9, Financial instruments

BIRR B M S AERISE o5 - 2B T A

IFRS 15, Revenue from contracts with customers

BIFR B s S HERIE 55 - K ELERLZHA

Amendments to IFRS 2, Share-based payment Classification
and measurement of share-based payment transactions

BRI S EERNE 25 2 BF] - RO - URO BEBRNZINE G895 RqAE
IFRIC 22, Foreign currency transactions and advance consideration

BRI G HRERBEEGREE 225  IMES G RAE

IFRIC 23, Uncertainty over income tax treatments

33

34

BN G RERBL E@REE 28 - FHEE A0 THEEE

IFRS 16, Leases

BRI = ERIE165% - HE

Annual Improvements to IFRSs 2015-2017 cycle
EBR A 75 R £ 2B R 2015 4 3 2017 F A BRI F /2 204

(Expressed in RMB unless otherwise indicated)

(BrREEAEIN - UARBRELRL)
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RABIEERR » ARAEINR2017512
A 31 Bz B RGRERARAER
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BXS o LB BRI HARALT
15 FR B B 75 Rk o

BZ2017F12831HILFEEHE
B R ERIERT ~ FTERAR
RETN BRI E

HELZHHRETIZAH  BFe
SFEREESEEME TEHE2017F
12 A 31 B IEF[E 8 R 4 R 2 BIl{E
F] - FETERIRRE  HUARH®SE
BTSN ERAN o sz S a] 2R R 2
ANEETRIEATEIE - BrladARE
EEE -

Effective for
accounting periods
beginning on or after
AT B A
g2 1&

IR &S
HAR A 3

1 January 2018
201841 A1 H
1 January 2018
201841 H1H

1 January 2018
201841 H1H
1 January 2018
20181 A1 H
1 January 2019
201941 A1H
1 January 2019
201941 A1 H
1 January 2019
20191 A1 H
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34

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

The Group is in the process of making an assessment of
what the impact of these amendments, new standards and
and interpretations is expected to be in the period of initial
application. So far the Group has identified some aspects of
the new standards which may have a significant impact on
the consolidated financial statements. Further details of the
expected impacts are discussed below.

IFRS 9, Financial instruments

IFRS 9 will replace the current standard on accounting
for financial instruments, IAS 39, Financial instruments:
Recognition and measurement. IFRS 9 introduces new
requirements for classification and measurement of financial
assets, including the measurement of impairment for financial
assets and hedge accounting. On the other hand, IFRS 9
incorporates without substantive changes the requirements
of IAS 39 for recognition and derecognition of financial
instruments and the classification and measurement of
financial liabilities. Expected impacts of the new requirements
on the Group’s financial statements are as follows:

34
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW 34 EHZE2017F12831BILLFEECHE
STANDARDS AND INTERPRETATIONS ISSUED BUT B & R AE R HIEET ~ FETERI R
NOT YET EFFECTIVE FOR THE YEAR ENDED 31 RIETRERNTE(E

DECEMBER 2017 (continued)

IFRS 9, Financial instruments (continued) BB B I s YE RS2 Q9% - R T A

(%)
(@) Classification and measurement (a) S HERE
IFRS 9 contains three principal classification BREEREEREIR S
categories for financial assets: measured at (1) REBEZATI=HEEHIE :
amortised cost, (2) fair value through profit or MIRBIER ARG E - QRAR
loss (FVTPL) and (3) fair value through other BEF=A5 AEBZ=E(FVTPL)
comprehensive income (FVTOCI) as follows: RQ@EAREBEEFERF AR

The classification for debt instruments is
determined based on the entity’s business
model for managing the financial assets and
the contractual cash flow characteristics of
the asset. If a debt instrument is classified as
FVTOCI then interest revenue, impairments
and gains/losses on disposal will be
recognised in profit or loss.

For equity securities, the classification is
FVTPL regardless of the entity’s business
model. The only exception is if the equity
security is not held for trading and the
entity irrevocably elects to designate that
security as FVTOCI. If an equity security is
designated as FVTOCI then only dividend
income on that security will be recognised in
profit or loss. Gains, losses and impairments
on that security will be recognised in other
comprehensive income without recycling.

2 mU (FVTOCH M€ @t &
=

- BEBIAMNSEERESR
ERTHMEENCEER
MZBEENERBR LR
ERFEETHERE - I1—18
BEHETAWEBIEAARE
BErtE Bt A 2K
= RS ERRFR - BE
MEBEFEEBEEE
HRFER o

- HEZRESFNE  ERE
BHRERAEL SR - #
R EB AR A A EER
EHFFABRENEHME
E ° BRIFZIABE RIS
BRESREE  BHZE
RREET R HEHR K EL4E
EREARBEERR
AEfMEEKEHNERE
B o i B S Bk
N EEFERFAEM
E2EEENSREE B
RA BB U AR a1 fE
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW 34 HZE2017F12A31BILFEECHE
STANDARDS AND INTERPRETATIONS ISSUED BUT 1B 1 R AERIBET ~ FRTERR
NOT YET EFFECTIVE FOR THE YEAR ENDED 31 RETRERNEE(Z)
DECEMBER 2017 (continued)

IFRS 9, Financial instruments (continued)

(a)

Classification and measurement (continued)

Based on the preliminary assessment, the Group
expects that its financial assets currently measured
at amortised cost and FVTPL will continue with their
respective classification and measurements upon the
adoption of IFRS 9.

The classification and measurement requirements for
financial liabilities under IFRS 9 are largely unchanged
from IAS 39, except that IFRS 9 requires the fair value
change of a financial liability designated at FVTPL that
is attributable to changes of that financial liability’s own
credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss).
The Group’s financial liabilities designated at FVTPL
are derivative financial instruments except for those
designated as hedging instruments. The fair value
change of these liabilities is not attributable to their own
credit risk and therefore this new requirement may not
have any impact on the Group on adoption of IFRS 9.

BRM B REEAFOWR - EMTA
(&)

(a) SEERHEE)

BES MG AEEE
HA M RB R E - R
DA EESEAHARENS
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 9, Financial instruments (continued)

(b)

(c)

Impairment

The new impairment model in IFRS 9 replaces the
“incurred loss” model in IAS 39 with an “expected credit
loss” model. Under the expected credit loss model, it
will no longer be necessary for a loss event to occur
before an impairment loss is recognised. Instead, an
entity is required to recognise and measure either a
12-month expected credit loss or a lifetime expected
credit loss, depending on the asset and the facts and
circumstances. This new impairment model may result
in an earlier recognition of credit losses on the Group’s
trade receivables and other financial assets. However, a
more detailed analysis is required to determine the extent
of the impact.

Hedge accounting

IFRS 9 does not fundamentally change the requirements
relating to measuring and recognising ineffectiveness
under IAS 39. However, greater flexibility has been
introduced to the types of transactions eligible for hedge
accounting. The Group preliminarily assesses that its
current hedge relationships will qualify as continuing
hedges upon the adoption of IFRS 9 and therefore it
expects that the accounting for its hedging relationships
will not be significantly impacted.

34
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34

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 15, Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. IFRS
15 will replace the existing revenue standards, IAS 18,
Revenue, which covers revenue arising from sale of goods
and rendering of services, and IAS 11, Construction contracts,
which specifies the accounting for revenue from construction
contracts.

The Group is currently assessing the impacts of adopting
IFRS 15 on its financial statements. Based on the preliminary
assessment, the Group has identified the following areas which
are likely to be affected:

(@) Satisfaction of performance obligations

The Group’s revenue recognition policies are disclosed
in Note 2(u). Currently, revenue arising from construction
contracts is recognised over time, whereas revenue from
the sale of goods and rendering of services is generally
recognised when the risks and rewards of ownership
have passed to the customers.
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 15, Revenue from contracts with customers (continued)

(@) Satisfaction of performance obligations (continued)

Under IFRS 15, revenue is recognised when the entity
satisfies a performance obligation by transferring control
of promised good or service to the customer. IFRS 15
identifies three situations in which an entity satisfies a
performance obligation and recognises revenue over
time:

(i) When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(i)  When the entity’s performance creates or
enhances an asset (for example work in progress)
that the customer controls as the asset is created
or enhanced;

@iy~ When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not
fall into any of these 3 situations, then under IFRS 15
the entity recognises revenue for the sale of that good
or service at a single point in time, being when control
has passed. Transfer of risks and rewards of ownership
is only one of the indicators that will be considered in
determining when the transfer of control occurs.
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 15, Revenue from contracts with customers (continued)

(a)

(b)

Satisfaction of performance obligations (continued)

Further analysis is required to determine whether this
change in accounting policy may have a material impact
on the amounts reported by the Group in any given
financial reporting period.

Contract modifications

IFRS 15 introduces general guidance on contract
modifications and other changes in transaction price.
A contract modification is a change in the scope or
price (or both) of a contract that is approved by the
parties to the contract. The entity considers whether
a contract modification should be accounted for as a
separate contract. In the construction industry the Group
operates, typically a contract modification does not add
a distinct good or service to the existing contract and
hence, under IFRS 15, such modification will not be
accounted for as separate contract. This is similar to
current practice under IAS 11.
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34 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 15, Revenue from contracts with customers (continued)

(b)

Contract modifications (continued)

Currently, when the outcome of a construction contract
cannot be estimated reliably, the Group recognised
revenue to the extent of contract costs incurred that
it is probable will be recoverable. Under IFRS 15,
contract modifications are required to be approved to
be recognised. If a change in the scope of the contract
has been approved where the corresponding price
undetermined, the underlying variable consideration
is estimated at either its expected value or most likely
amount and is only permitted to be included in revenue
to the extent that it is highly probable that the revenue
will not reverse. At the end of each reporting period, the
entity shall update the estimated transaction price to
represent circumstances at period end.

Approval for contract modifications and highly probable
that the revenue will not reverse are new threshold for
the contract modifications to be recognised once IFRS
15 is adopted, these new requirements will result in
the Group’s revenue from contract modifications being
recognised later under IFRS 15 than would have been
the case under IAS 11.
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34

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 16, Leases

As disclosed in Note 2(j), currently the Group classifies leases
into finance leases and operating leases and accounts for the
lease arrangements differently, depending on the classification
of the lease. The Group enters into some leases as the lessor
and others as the lessee.

IFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under a
lease. However, once IFRS 16 is adopted, lessees will no
longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease
the lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will recognise
interest expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses
incurred under operating leases on a systematic basis over the
lease term. As a practical expedient, the lessee can elect not
to apply this accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of low-value
assets, in which case the rental expenses would continue to be
recognised on a systematic basis over the lease term.
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34

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (continued)

IFRS 16, Leases (continued)

IFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which are
currently classified as operating leases. The application of the
new accounting model is expected to lead to an increase in
both assets and liabilities and to impact on the timing of the
expense recognition in the statement of profit or loss over the
period of the lease. As disclosed in Note 30(b), at 31 December
2017 the Group’s future minimum lease payments under non-
cancellable operating leases amount to RMB5.6 million for
properties and other assets, with majority of which is payable
within one year after the end of the reporting period. The
adoption of IFRS 16 may not have a significant financial impact
to the Group.

IFRS 16 is effective for annual periods beginning on or after
1 January 2019. Depending on whether the Group elects
to adopt the standard retrospectively or follow a modified
retrospective method of recognising a cumulative-effect
adjustment to the opening balance of equity at the date of
initial application, the Group may or may not need to restate
comparative information for any changes in accounting
resulting from the reassessment.

The Group has decided not to early adopt IFRS 16 in its 2018
consolidated financial statements.
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(B=BEHEHIN

Results
Revenue

Profit/(loss) from operations

Finances 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

Assets and liabilities
Non-current assets

Current assets
Current liabilities

Net current assets

Total assets less current
liabilities

Non-current liabilities

NET ASSETS

Capital and reserves
Share capital
Reserves

Total equity attributable to
equity shareholders of
the Company

Non-controlling interests

TOTAL EQUITY

AR R EAL)

ES
CEL

gEFE/(B1R)

BATAE, (&18)
w5

FRFE/(BR)

ATALRER
ARFRR

=

EFE G S
FERHE/(BR)

EEREE
FRBEE

mBEE
nBAE

MEEEFE
BEERRPAR

FRBAE

FEE

BXRHE

A

e

AR BRI
G Eaak

B G 5

BRER

2017 2016 2015 2014 2013
2017 2016 £ 20154 2014 £ 20134
RMB'000 RMB'000 RMB'000  RMB'000  RMB’000
ARETRE ARETRT ARETRE ARETT ARETL
5,688,650 7,324,415 8,594,364 10,038,653 10,872,404
291,073 173,640 (168,395) 295,929 192,700
(232,801) (86,446) 1,107 (234,398) (160,019
58,272 87,194 (167,288) 61,531 32,681
27,457 (10,577) (443) (10,424) (5,133)
85,729 76,617 (167,731) 51,107 27,548
60,652 87,039 (192,257) 25,597 104,367
25,077 (10,422 24,526 25,510 (76,819)
85,729 76,617 (167,731) 51,107 27,548
1,672,104 1,716,027 1,728,283 1,635,986 1,664,416
9,809,008 11,463,726 12,610,538 12,804,657 12,270,108
7,300,206 9,936,815 10,817,304 10,521,672 9,592,913
2,508,802 1,526,911 1,793,234 2,282,985 2,677,195
4,180,906 3,242,938 3,521,517 3918971 4,341,611
982,640 235,285 478,458 130,697 234,875
3,198,266 3,007,653 3,043,059 3,788,274 4,106,736
519,723 519,723 519,723 519,723 519,723
2,817,332 2,633,717 2,658,041 3425653 3,781,681
3,337,055 3,153,440 3,177,764 3,945376 4,301,404
(138,789)  (145,787)  (134,705)  (157,102)  (194,668)
3,198,266 3,007,653 3,043,069 3,788,274 4,106,736
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