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ExBEH
CORPORATE PROFILE

Chu Kong Petroleum and Natural Gas Steel Pipe Holdings Limited
(the "Company”, together with its subsidiaries hereinafter referred
to as the "Group”) is the largest manufacturer and exporter
of longitudinal welded steel pipes in China. The Company has
been listed on the Main Board of The Stock Exchange of Hong
Kong Limited [the “Stock Exchange”] (Stock Code: 1938] since
February 2010. The Group's steel pipes are mainly used for energy
transmission including oil and gas transmission pipelines, deep
sea pipelines, city gas networks, and petrochemicals, mining,
infrastructure construction, offshore engineering, steel structures
and water utilities industries.

The Group’'s production bases and offices are located in Panyu,
Zhuhai, Lianyungang, Jiangyin, Nanjing, Ningbo of China,
Singapore, Indonesia, Dubai of the United Arab Emirates, United
States, Canada and Hong Kong, with 9 longitudinal submerged arc-
welded ("LSAW"), 4 spiral submerged arc-welded ("SSAW") and 1
electric resistance welded ("ERW") production lines and other lines
with a combined annual production capacity of 3,380,000 tonnes as
at 31 December 2016.

The Group is an industry pioneer, particularly strong in research
and development, holding 168 patents (including 31 invention
patents) and 11 international certificates and having a long
standing international and nationwide track record. Furthermore,
the Group is the first and only steel pipe manufacturer in China to
manufacture deep sea welded steel pipes for the use at a water
depth of 1,500m and a qualified supplier of Petrobras. The Group is
the only welded steel pipe manufacturer in China that has received
five national honours and awards, including “Gold Cup Prize
for Actual Quality of Metallurgical Products”, “Superior Quality
Award for Actual Quality of Metallurgical Products”, “National
Key New Products”, “National-recognised Enterprise Technology
Centre” and "High and New Technology Enterprise”, and host a
“Academician Workstation” and is the main drafter of the national
standard for longitudinal welded steel pipes in China.
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FRHES

CHAIRMAN'S STATEMENT

moHE BEE

United As One To Inaugurate A New Prospect

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of the Company, | would like to present to you the audited
consolidated annual results of the Group for the year ended 31
December 2016. In the difficult and challenging year of 2016, the
Group recorded a turnover of approximately RMB1,443.5 million,
down by approximately 43.2% as compared with that of 2015
(2015: RMB2,539.2 million). Loss for the year was approximately
RMB1,499.0 million. Loss per share attributable to ordinary equity
holders of the parent was approximately RMB1.48 (2015: profit per
share RMBO0.02). The Board did not recommend the payment of
final dividend for the year ended 31 December 2016.

Excluding the impairment of RMB615.5 million, which included (i)
provision for impairment of trade and other receivables amounting
to RMB72.1 million (2015: write-back of RMB15.5 million), (ii)
provision for inventories in respect of the write-down to net
realisable value amounting to RMB27.1 million (2015: RMB10.8
million); and (iii) impairment of property, plant and equipment and
goodwill amounting to RMB516.3 million (2015: Nil), the Group
recorded a consolidated net loss of RMB883.5 million for the year.
These non-cash items had not affected the Group’s operating cash
flows. The Group had net cash inflows in operating activities of
approximately RMB963.1 million (2015: RMB100.8 million).

It was a difficult year for the steel pipe industry in 2016 in
light of the low oil price, the depreciation of Renminbi and the
political instability across the globe etc. These factors have made
substantial impacts on the oil and gas industry as well as the
global economy. Apart from the impairment of RMB615.5 million,
the poor results of the Group was the result of the drop in both
domestic and overseas sales due to the slowdown in the rolling out
of major oil and gas projects.
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During the year under review, the Group has accomplished six

major milestones as follows:

1.

Residential units of Phase One of Golden Dragon City
Fortune Plaza has been fully released for sale

The construction of Phase Two of Golden Dragon City
Fortune Plaza has kicked off

Entered an agreement with Fangyang Group to establish
a joint venture company to build a new plant to develop
bimetal composite plate business

We are in the final stage of the research and development
for deep sea welded steel pipes for use at 3,500m under

water

The production plant in Saudi Arabia has obtained the
relevant international certificates

Participated in large scale overseas offshore projects
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Following the conversion of the Panyu land in 2013, the Group
grasped the opportunity of asset appreciation to convert the
land use right of the Panyu production plant from industrial
use to commercial use. The property project, named Golden
Dragon City Fortune Plaza (£ M ¥ EE %) (*GDC”), is a
large scale integrated commercial complex, the first phase was
publicly launched in late 2015. The land area of the converted
land accounted for approximately 25% of the total land area
of the Panyu factory site. The first phase of the development
has a permitted construction area (including the underground
construction area) of approximately 135,000 square metres. The
construction of the second phase, with approximately 191,000
square metres, has already kicked off. The total permitted
construction area of GDC (including underground construction
area) is approximately 550,000 square metres. We believe GDC
will become one of our stable income sources and provide a solid
financial support to our steel pipe business in the long run. It will
also help improving our financial position with its steady cash flow.

The Group is also planning to relocate its production facilities in
Panyu to Lianyungang and Zhuhai, which will both serve as the
Group’s major production bases in China in the near future. When
such relocation is completed, the Group will carefully consider
all available options relating to the vacated land in Panyu with a
view to maximising its economic return to the Company and its
shareholders.

In order to achieve our strategy in “Integration of the production
of plates and pipes”, the Group has established a JV company
with Fangyang Group, which is wholly-owned by the Government
of Lianyungang, for the development of a new bimetal composite
plate business in Lianyungang. We believe that the cooperation
with Fangyang Group will strengthen the development of the
Group in Lianyungang. Fangyang Group is wholly-owned by the
Government of Lianyungang, which is capable and experienced in
infrastructure projects in Lianyungang. The financial injection by
Fangyang Group is a sign of the huge potential of the project, and
it also helps the project's development and capital capability. The
Group will have its own steel plate production afterwards, which
will provide the Group with a stable supply of raw materials at
manageable costs. Our steel plate products will also be supplied to
local and nearby customers.
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We have a strong research and development team with extensive
experience. The research and development of deep sea welded
steel pipes for use at 3,500m under water has entered into the final
stage and the deep sea welded steel pipes product is expected to
be launched soon. This new product of deep sea pipes will further
broaden our product range and strengthen our reputation in the
offshore equipment manufacturing market.

With our PCK brand name, outstanding performance and track
record, we have participated in several large scale overseas
projects which require high quality pipes. Those projects include
the new order from a windfarm in the United Kingdom and the
PETRONAS Refinery and Petrochemical Integrated Development
(RAPID) project. Supplying steel pipes to these sizeable projects
will enhance our market position in the global energy markets as
well the offshore engineering equipment market.

The development of our production plant in Saudi Arabia is on
track. The plant has been accredited with ISO9001 certificate and
we expect other certificates will follow. The plant is designed to
house a LSAW production line with a capacity of 300,000 tonnes
for the demand in the Middle East. We believe following the
establishment of the new plant in the Middle East and the business
relationships with major oil and gas industry players in the Middle
East and our footprints in overseas markets, our PCK brand will
obtain more recognition in the region, hence be ready for more
business opportunities.
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PROSPECT AND GOING FORWARD

There are positive signs of industry recovery starting in 2017 in
light of the “13th Five Year Plan — Oil Development” and “13th
Five Year Plan — Natural Gas Development” recently announced
by the National Development and Reform Commission of the
PRC, pursuant to which a total of 17,000km of crude and
refined oil pipelines and 40,000 km of gas pipelines are targeted
to be constructed by 2020; pursuant to the “13th Five Year
Plan — Wind Power Development” issued by the National Energy
Administration”, various construction projects of offshore wind
power facilities are planned for the four provinces and a number of
first-tier cities; with the One Belt One Road (“OBOR”) strategy and
the development of offshore engineering equipment manufacturing
industry, plus those construction projects for pipelines of offshore
platforms, offshore windmills, offshore structure pipes and bridges
in China, we expect the worst is already over in view of the green
light for upcoming major gas projects.

Owing to delays of bidding activities over the past three years, we
anticipate the demand for steel pipes will rebound at a strong pace.
In fact, the 13th Five-Year Plan of oil and gas pipeline network has
been launched, in which it is expected that the oil and gas pipeline
would reach 165,000km by 2020, representing an extension of
47%. It would be a golden era for the development of oil and gas
pipelines during the 13th Five-Year Plan period.

There are 6 crude oil pipelines to be constructed under the plan,
including phase Il of the Sino-Russian Crude Oil Pipeline, the
Yizheng-Changling Dual Pipelines, the Lianyungang-Yizheng,
Rizhao-Luoyang, Rizhao-Zhanhua and Dongjiakou-Dongying crude
oil pipelines.

There are 8 new refined oil pipelines to be constructed under
the plan, including the Zhangshu-Zhuzhou, Zhanjiang-Beihali,
Luoyang-Linfen, Sanmenxia-Xian, Yongping-Jinzhong and
Hubei-Chongqing refined oil pipelines as well as coal-derived oil
transportation pipelines in western and eastern Inner Mongolia.
Meanwhile, the Qinghai-Tibet refined oil pipeline will be extended
and upgraded.
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There are 14 new gas pipelines to be constructed under the plan,
including the Central Asia-China Gas Pipeline Line D, Sino-Russian
East pipeline, middle part of the West-East Gas Pipeline (Phase
1), Phase IV and Phase V of the West-East Gas Pipeline, Phase
IV of the Shanxi-Beijing Pipeline, Sichuan-East Gas Pipeline, coal
gas transportation pipeline in Xinjiang, Erdos-Anping-Cangzhou,
Qingdao-Nanjing, Chongqging-Guizhou-Guangxi, Qinghai-Tibet,
Fujian-Guangdong and Haikou-Xuwen gas pipelines etc.
Construction of regional pipeline networks will be accelerated and
gas storages, transportation pipelines for coalbed methane, shale
gas and coal gas will be constructed when necessary.

The Chinese government intends to promote clean energy as one
of the major sources of energy in the future. The gas consumption
in the cities of China is expected to increase by 33% each year
and the increase of transmission pipe is expected to increase by
10.20% each year, which will boost the demand for steel pipes.

Moreover, China’s OBOR strategy and the establishment of the
Asian Infrastructure Investment Bank (“AlIB”) are expected to fuel
the constructions of infrastructure and hardware developments
in Asia and boost the economic growth in the region. As a
world-recognised pipe manufacturer, the Company is poised to
capture the precious opportunities created by the implementation
of the OBOR and the establishment of AlIB. The demand for
pipes to be used in infrastructure projects and oil and gas pipeline
installations is expected to increase substantially.

APPRECIATION

On behalf of the Group, | recognise that it has been a challenging
year and would like to extend its appreciation to all staff members,
who continue to perform their tasks diligently. | would also like to
thank our shareholders for their continuous tremendous support
to the Group in this consolidation stage, accumulating strength for
the Group to embrace the prosperities in the future. The Board
remains confident in the management team and its ability. The
future looks bright as we build on stronger foundations.

Chen Chang

Chairman

Panyu, Guangdong Province, China
31 March 2017
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AWARDS AND RECOGNITIONS
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Gold Cup Prize for Actual
Quality of Metallurgical
Products* - ERW

(China Iron & Steel Association*)

HE A REAEMBGER
2004 F 1R
(PEIRBNAREIREIEGS)
China Reserved Petroleum
Pipeline Manufacturing Industry -
Top Ten Enterprises in 2004*
(China Petroleum and Petro-chemical

Equipment Industry Association*)

2005 FEREHEEEE
FEDE
(EREEBRMEER )
Leader in Quality

in Guangdong
Province in 2005*

(Guangdong Provincial Bureau of
Quality and Technical Supervision*)

RREEEEHER
(ERIETREER)
Guangdong Province
Famous Trademark*
(Guangdong Province
Bureau for Administration of
Industry and Commerce*)
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SR (ERENEE)
(TERASTXGS)

Gold Cup Prize for Actual
Quality of Metallurgical
Products* - LSAW

(China Iron & Steel Association*)
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China Torch Item*
(Science and Technology
Department of the PRC*)
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Guangdong Province Top (BRECEBARRERLZA
Brand Product* FRGETERS)

(Guangdong Province Bureau of Best Original Product of
Innovative Record for
Guangdong Enterprise in
2007*

(Association of Enterprise

in Guangdong Province

& The Innovative

Quality and Technical Supervision*)

Record of Guangdong
Enterprise Approval
Commission*)
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(M ARBUT)

First Prize for Sci-Tech
Achievement in Guangzhou
City*

(The People’s Government of
Guangzhou City*)

EREREFE
—ZERBETERRE
(EREASEREREARERER )
Guangdong Province Patent
Excellence Award* (Three-
roller forming technology and
equipment)

(Guangdong Provincial Bureau of
Personnel & Intellectual Property Office
of Guangdong Province*)
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2008 & )

RS

(ERARBEME - FRE P EE - &
REAZBBR  EREAWHRER)
Guangdong High and New Technology

Enterprise*

(Department of Science and Technology of
Province*, Province

Department of Finance*, Guangdong

Provincial Office of the State Administration
of Taxation*, and Guangdong Provincial

Local Taxation Bureau*)

20108
ERNETE
BREMEMmEE

(ERBEBAXEN BB AXIEFHRIME

HERABPL)
Key High and New Technology

Enterprise of China Torch Item*
(Torch High-tech Industry Development

Centre of Science and Technology
Department of the PRC*)
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2008

ERREREESR
SBRAETERRE
(PERABE)
International Exhibition of
Inventions Golden Awards*
(Three-roller forming
technology and equif *)
(China Inventions Association*)

rEYRsEnece
%
oo
weu wuas fassTany
Fhmigara taRTera

.,
namas.

&

2009 &

ERESHEMER
(ERERBHEME)
High-tech Product of
Guangdong Province*
(Department of Science and
Technology of Guangdong
Province*)

2010

B R E R M /0

(ERBEHEE - BHEEE - MBE -

BERAE EXBBAR )
National-recognised Enterprise
Technology Centre*
(National Development and Reform

, Science and T
Department*, Finance Department*,
General Administration of Customs*,

State Administration of Taxation*)

BIRMARRMEZRERDA
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BRINERE
AWARDS AND RECOGNITIONS

ENAWAN

Province*, Development and
Reform Commission of
Guangdong Province*,
Economic and Trade
Commission of

Guangdong

Province*)

EREMREE RS
(BREABEMER )
Intellectual Property
Demonstration Enterprise of
Guangdong Province*
(Intellectual Property Department
of Guangdong Province*)

i

-

BT amsamirne

£ dr 2 £

BT AR R 2
(EMNTRZRETEE N )
Innovative Enterprise of
Guangzhou*

(Technology and City Enhancement
Steering Committee of Guangzhou*)

ERETEHERE
(ERELCEBEE ERELHE
R )

Top 10 Original Brands of
Guangdong Province*
(Association of Enterprises of
Guangdong Province*, Association
of Enterpreneurs of Guangdong
Province*)

BEREBERIFER

(FERANBRITE MREBRRANERES
RREQENER(CESSR - FREMBOE -
EREARERR  EREERE WEER)
Indigenous Innovation Product of
Guangdong Province*

Department of Science and Technology of Guangdong Province*,
[ and Reform Commission of Province*,
Economic and Information Commission of Guangdong Province®,
Finance Department of Guangdong Province*, Intellectual
Property Department of Guangdong Province*, Administration
of Quality and Technology Supervision of Guangdong Province*)

FHAmEAR*
it s o

N, S A A5
AWARD CLETHICATE
PP

LM anmamgined

E-TEZEEHA
RESHRE—AHE
IMRRERE

(PEBHAGE)

1st Runner-up of The 20th National
Invention Exhibition*
Five-electrode submerged arc
welding equipment

(Invention Association of China*)

PRt T,
(BEREARBA)
Academician Workstation

(The People’s Government of
Guangdong Province*)



N TH BT 5%
(EREARBUT)
Governmental Quality
Award of The Guangzhou

EREBNEEE
(BEREARBA)

(The People’s Government of
Guangdong Province*)

Guangdong Province*)

BERARAIM AR

(ERENBEIE REREARBRAKNEZSE - ER
ERBNEEEES  BREARBREHEEEE
EEZEE  ERENBEER  ERELIE)
Innovative Enterprise of Guangdong

Province*

(The Guangdong Provincial Department of

Science and Technology, the Guangdong

Development and Reform Commission, the

Economic & Information Commission of

Guangdong Province, the State - owned

Assets Supervision and Administration

Commission of the Guangdong

Province, the Guangdong

Intellectual Property Office and

the Guangdong Provincial

Federation of Trade

Unions*)

2014

EREERAEETRGAZ
RER

(BEREBEAHE)

Model Experimenting Enterprise
for Credit Management of
Guangdong Province

(Guangdong Credit Association)

Government Quality Award of
Guangdong Province*
Government* (The People’s Government of

2014

BEEER (BABIEE)
(FEMETXGE)

Prime Quality Award- LSAW
(China Iron & Steel Association*)

FERNERE

e

eefhaniatee U
e -

2016

ERENBRI—FE

(RARRAREBRE)
(BEREAREKR)

First Prize of Sci-Tech
Achievement

(Deep Sea Pipe for Natural Gas)
(The People’s Government of Guangdong
Province)

2013

ERE RSB m
(EREARB)

Science Technological Award
of Guangdong Province*

(The People’s Government of
Guangdong Province*)

2014

TEHACEREYER
BHEEER
(TERETEGS)
Superior Quality Award

for Actual Quality of China
Metallurgical Product
(China Iron & Steel Association*)

ETATHERRESR
iE B
AAVLERSHPURLS REAL,
prrey
AR, COU AAREABHLEEMAEARR
0% 0 Ansar (488) AR0A
wva -4a

—

2016

EEBTRBRINES R
(EER/HTARBUT)

Science Technological Progress
Award of Lianyungang City

(The People’s Government of
Lianyungang City)

BIRMARRMEZRERDA
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TRACK RECORD
AR

SELECTED ONSHORE PROJECTS FOR LSAW PIPE (Continued)
ERENEEXs L EEH&E (@&

Projects Quantity (MT) Year
HE BE (M) F4H
Gas Project in Gaoyou Economic Development Zone 413 2015-2016
FEEBEERERERARMAIRE

PetroChina Power Plant and Oilfield Project, Middle East 1,455 2016
FEAEIREEZRXARPTREREL LHHEIER

L&T GC30 Project, Middle East 1,036 2016
FREL&T GC30E B

Heavy Oil Development Program, Middle East 1,970 2016
mEREHMAEER AR

Abu Dhabi Gas Project 352 2016
P+ tE BSL s B B 1E B

Canada Oil Sands Project 2,690 2015
nEXmiIE A

Offshore Riser Pipe Project 104 2015
EERERKEER

Zhuhai City West Water Plant-Quanwu Water Plant Expansion Project, China 1,366 2015
REIZKEMARKE - EZHKHERLEEEETLR

Dubai Oil Project, Petro Energy Dorsa 783 2015
RERMSEERBERARIER

Phase Il, Crude Oil Pipeline Project, Sinopec 8,858 2015
mARLEERKES _HIIE

High-pressure Gas Transmission Pipeline Project, Chengdu City Gas Co, China 6,230 2015
FEIKHETRREREERA AN SRR RARERFHRAEE LR

USA Project 3,696 2015
EEIE R

L&T GC30 Project, Middle East 2,148 2015
R L&T GC301E &

Tangyan-Gu'an Complex Modificate Pipeline Project, Sinopec 1,562 2015
mAatERERE T SME S BRETE

Tianwan nuclear power project of 4# unit high pressure steam and low pressure 149 2015
steam pipeline project

BREARKEEEREAATHEREEEMEBESRE AREKREREEIER

Sub-transmission Station in Gujiao — Taiyuan Section, Taiyuan Gas Pipeline Project 1,949 2015
BRE-ARBREEIRARDHIE— KRR

ZCINA Algeria Project 30,490 2015
PIEE & A2 ZCINAB R B E T2

Project, Middle East 121 2015

FREB-RAEEPLSHBEESENELEKTE
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TRACK RECORD
EBFE

SELECTED ONSHORE PROJECTS FOR LSAW PIPE (Continued)
ERBIEEZ LEBEE &)

Projects Quantity (MT) Year
HE HE (m) F 5
Highway Road High-pressure Gas Transmission Pipeline, Chengdu, China 1,677 2014
hEXESERAESBREREE

Southern Section of Jingzhou-Gongan-Shishou Natural Gas Pipeline Project, 1,652 2014
Hubei, China

RERIEEFIMN — 2k — ABERAREEEEER

Phase Il, Uzbekistan Project, Uzbekistan 26,076 2014
55w A8 —HiIE B

Yong-Tai-Wen Natural Gas Pipeline Project, Zhejiang, China 27,997 2014
REMIBAREERARBRAEELIE

Changzhou Wujin Gas Storage Project, Suzhou, China 6,035 2013-2014
RN EMNRERRIER

Middle East Projects, Beijing, China 2,450 2013-2014
REdE R ERIA R

Hangzhou Natural Gas Project, China 4,500 2013-2014
BN RARIER

Yizheng — Changling Crude Oil Pipeline, Yizheng — Jiujiang section, SINOPEC, 6,013 2013-2014
China

FEAMEIRNDERAGDEBMENS ARERIE — RERMAELERT — UIR

LNG Pipeline Project, Phase I, SINOPEC, China 8,348 2013-2014
mEP O EREREBIIESE 4t

LNG Pipeline Project, Phase IlI, Guangxi Natural Gas Pipeline Project, China 1,078 2013-2014
PEEARAREEEEEARAEBIIEE 4t

ADCO, Abu Dhabi, United Arab Emirates 2,135 2013-2014
PH B & B REIM ML LA B

Suzhou Baorun Gas Project, China 6,033 2013-2014
AR N E R R IE B

Jiangyin City Heat Supply Network Southeast Pipeline Project, China 5,200 2013
REDTRE G =2 (RER) T2

Gathering Pipeline, CNPC, China 3,300 2013
hEPMEENERBREARERELIERR

X90M Small Batch Trial Project, CNPC, China 400 2013
AR AR IEE XM /NMEEHRIER

Siping — Baishan Gas Pipeline Project, CNPC, China 12,600 2013
mEPLHEERAFET — BILRAREBILIR

Sichuan — East Gas Pipeline, Jiangsu Yutai Section, Jiangsu Natural Gas Project, 4,200 2013
China

PENI#HERARERIIAREAEANEBILR

Zhoushan Fishing Island Oil Depot Project, CNPC, China 10,600 2013

FEORRAREBRE=ZTEDRAALINEHETRE

—ERNFFERE
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TRACK RECORD
EREE

SELECTED ONSHORE PROJECTS FOR LSAW PIPE (Continued)
ERBIEEE LEBEE &)

Projects Quantity (MT) Year
HE HE (m) F 5
Shanxi Zhongli Flange Project, China 500 2013
AL PR RS A R IE B

Jincheng — Houma pipeline project, Qinshui — Duanshi section, Shanxi Qinshui 2,800 2013

Guoxin Coalbed Gas Project, China
RELTOKEEERGATAEREN — KERRELLENK — mEKER

The Hong Kong — Zhuhai — Macau Bridge Project, Hong Kong 3,600 2013
EREBRRKRBIER

Provincial Gas Transmission Pipeline Project to Nakhon Ratchasima, PTT, Thailand 28,825 2013
ZHIAER

Shell, Canada 1,000 2013
BIEIEWNEg=

Indonesia Project, Indonesia 380 2013
Hema (fe)

Chemical Industry Project, China 4,800 2013
HEB{LTIER

Uzbekistan Gas Project, Uzbekistan 16,100 2012
S#pr R HRIER

TieLing — JinXi Crude Oil Double Pipeline Project, CNPC, China 13,600 2012-2013
mEROhEE — RERMEEER IR

West-to-East Phase Ill Ji An — Fu Zhou Section, CNPC, China 13,400 2012-2013
REFRAHAARE -RBEEIREERY — @M

Zhejiang Gas Project, China 27,000 2012-2013
R BT T d R A

Syncrude, Canada 4,225 2012
& K Syncrude B2 )18 B

Canada Shell Oil Sand Project, Canada 11,028 2012
MER WY IEE

West-East Gas Pipeline Project (Nanning — Baise Section), Phase Il CNPC, China 13,273 2012
TREAMRKARKODBERAFNERRBEE _KHAR (BE —AREAR)

Shenwei Coal Slurry Pipeline Project, Shaanxi Coal Industry Co., Ltd., China 71,729 2012
REREREROERAGGEEBRKER

Huainan — Shanghai Ultra High Voltage Power Grids, State Grid Corporation of 42,610 2012

China (SGCC), China
HEDERE — DEREBEERIER PEBEREEDF

Guangdong Natural Gas Pipe Network, CNOOC, China 48,274 2010-2011
PEIFER ERERARE

Gas Pipeline Project, Southeast Asia 49,928 2010-2011
REDHRERER
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TRACK RECORD
EBEE

SELECTED ONSHORE PROJECTS FOR LSAW PIPE (Continued)
ERENEEXs L EEH& (@)

Projects Quantity (MT) Year
HE HE (m) F 5
Syncrude, Canada 24,352 2010-2011
& A Syncrude S\ A 718 B

Shell Nigeria 9,304 2011
HhEERED

Jingbian — XiAn Gas Pipeline Project, Phase IIl, CNPC, China 4,575 2011
PEFAH (FEEATRAER=FR)

Turkmengas, Tukemenistan 12,048 2011
+ & € "8 X A /A 7 Turkmengas 8 H

Halfaya Project, CNPC, China 3,237 2011
PRl A RRATIEE

West — East Gas Pipeline Project, Phase Il, CNPC, Hong Kong 55,946 2011
BEETAHARRE _REEXE

Crude Oil Pipeline SINOPEC, China 10,523 2010-2011
PREFRA(CRBEBIRE

Inner Mongolia Gas, China 14,412 2010-2011
TREAREHREEIE

Columbia Gas Pipeline Project, Ecopetrol, Columbia 144,669 2010-2011
TRk rH M TERAM AR T RETREESRIRE

Shell Canada, Canada 27,000 2008-2011
MERZE

China-Russia Oil Pipeline Project Phase Il, CNPC, China 12,182 2010
B o R R m — H#RIE B

Guangdong Gas, China 55,000 2010
TREEREAARER —HPIE

East Siberia — Pacific Ocean, Russia 10,078 2010
MEMRABNE — KTFFTE

Ampliacion Red Principal de Distribucion de Gas en Lima y Callao Project, Peru 11,350 2010
MBI EIE A

Kinteroni MIPAYA Pipeline Project, Repsol, Peru 17,831 2010
WG RIE B

Syncrude, Canada 13,968 2010
hl& K Syncrude B A ®IE B

West — East Gas Pipeline Project, Phase Il, CNPC, China 47,282 2010
FR B AR PR R e AR

Guangdong Natural Gas Pipe Network, CNOOC, China 61,855 2009-2010
PEPEHERERAREEERAA

GTCL, Bangladesh 35,000 2009

BNUBERRARA A

—ERNFFERE
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TRACK RECORD
AR

SELECTED ONSHORE PROJECTS FOR LSAW PIPE (Continued)

E#ENEERLEERS (2
Projects Quantity (MT) Year
HH HE (m) F 5
Shell Canada, Canada 20,000 2009
MERZZEMEARIER
Kazakhstan-China Pipeline, CNPC, China 77,400 2009
mER O hR R ERIAR
ESPERANZA Project, CNPC, Chile 36,000 2008
2 A A dR T IE B
Yulin-Jinan Gas Pipeline, SINOPEC, China 14,000 2008
B A — B R E R
Southwest Oil and Gas Pipeline, CNPC, China 40,398 2007-2008
mEPOhTERRREERER
Kurdistan Gas Pipeline Network, The Middle East 23,000 2007
PREMEIMARARERIE
NGC, Nigeria 16,000 2007
EBERERARELR
Sichuan-East Gas Pipeline Project, SINOPEC, China 200,000 2007
FEF AL RERXIER
GNL Quintero Project, Chile 11,000 2007
B EBEER
Shagyrly-Shomyshty Gas Pipeline, Kazakhstan 11,000 2006
M4 & 7 4718 Shagyrly-Shomyshty &) & & 4%
Sonatrach, Algeria 7,500 2006
Bl /8 K2 M) 55 A B A& &)
Changbei Gas Field Project, Shell, China 3,600 2005
PEISRERICREIER
Guangzhou Gas Company, China 14,270 2005
REEMTEA R R
Pipe and Piling, Canada 2,250 2005
MEKREERE
Western Crude Oil and Product Oil Pipeline, CNPC, China 33,000 2004-2005
RERAHESRAKmEBIIZER
Guangdong Dapeng LNG Company, CNOOC & BP, China 14,523 2004
FE AR RBP ER AR RARBRA A
GTCL, Bangladesh 7,400 2004
AN R EREERR
NOCO, The Middle East 4,000 2002
PR AN A
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TRACK RECORD
EBFE

SELECTED OFFSHORE PROJECTS FOR LSAW PIPE
EH#BIRESKERE MR

Projects Quantity (MT) Year

HE HE (m) F 5

Amrun Offshore Piling Project, Rio Tinto, Australia 3,429 2016-2017

¥R & ER AR F T Amrun &8 ¥ 155 1H B

Gazprom EPC Gas Pipeline Project 9,424 2015

BEIRARERTRE

Yacheng Oil Pipeline Maintenance Project, CNOOC 180 2015

hSHEREE ML TR

DubaiPenomun1PmeHneinmaHaﬂon 3,448 2015
MELHREHE T2

Waidiao Island-Cezi Island-Zhenhai, Sinopec Offshore Project 30 2015

hAIMIE-MFE-HEEEEEEFHIRE

Dubai pipeline installation works, Dubai 7,092 2014-2015

BMFEBELTRIRE

Gas Pipeline Project Panama 2,332 2014-2015

BB RXARBEEBIE

Zhuhai Guishan Offshore Windmill Jacket Project, China 2,405 2014

REREEILE FREEERIER

Huangyan and The Surrounding Gas Rolling Development Project, Phase |, 11,620 2013-2014

North of Huangyan Oil and Gas Field Group, CNOOC, China

mEPELR (TR)ERAFEENEAEBRBEDHEIER FItES HREE —H

FEIE B

Zhanjiang South Sea Oil Offshore Construction Project, China 800 2013

BRI RS AMTERERIAR

Yong-Tai-Wen Gas Project, Longwan Branch Pipeline, Zhejiang Natural Gas 850 2013

Project, China

MBI ERARIBEREXEEEEERARBRARBREB IR

Shell, Nigeria 1,800 2013

Hhfe AT EIER

Mexico Pemex Platform Project, Mexico 4,640 2012-2013

BEFEFEFLAE

South China Sea Deep Water Gas Development PMT, CNOOC, China 66,238 2011

B m B e R K R ARMEIRR

Liwan Deep Water Gas Development Project, Saipem/Husky/CNOOC, China 51,000 2011

# B Saipem,Husky /" # 8 h % & R /8 X AR EIEE

West-East Gas Pipeline Project, Phase Il, Hong Kong Branch, CNPC, China 14,665 2011

FEAARARRE SRR E EEXE

Offshore & Onshore Pipeline Project-Feed, Total, Southeast Asia 15,500 2009

ReosENELERER

—ERNFFERE
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TRACK RECORD
AR

SELECTED OFFSHORE PROJECTS FOR LSAW PIPE (Continued)
EAENEESRKEBEHZ (@)

Projects Quantity (MT) Year
HE HE () F 5
Manifa Field Causeway Project, Saudi Arabia 10,113 2007
WEHEEEIERE

Malaysia Angsi-TCOT Crude Oil Offshore Pipeline Project, PETRONAS, Malaysia 43,000 2007
F5 2K 78 55 PETRONAS /5 2K 78 35 /8 J& 0 0 & 42 78 B

Ledong Gas Fields Engineering PMT, CNOOC, China 27,000 2007
R MR R EKIE R

Jamnagar Refinery Complex/Bechtel, India 36,000 2006
ENE sRoh w8 B

Panyu/Huizhou Natural Gas Development Project, CNOOC, China 58,881 2005
FEPEHES, BMRARMEIER

CNOOC & Shell Petro Chemicals Company Ltd., China 12,149 2004
PR ESR AR T ERAR

Chunxiao Gas Complex Development Project, CNOOC, China 68,645 2003

hETERERERMEFERA
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TRACK RECORD
EBEE

SELECTED PROJECTS FOR SSAW PIPE

IZHE R R EE B M ek
Projects Quantity (MT) Year
HE HE (m) F 5
Zhanjiang Donghaidao — Leizhou High-speed Bridge Project, Guangdong Changda 10,884 2016-2017

Highway Engineering Co., Ltd., China
FEEREARARAEIRARAEIRES -EMNRRSIBIER

Honghe Bridge Steel Pipe Project, Guangdong Changda Highway Engineering 6,269 2016-2017
Co., Ltd., China

FEERERAARIREZARARMBABIBHEDER

Lianyungang City Drinking Water Project, China 984 2015-2016
HEE R T AR A KEK T

The CWB No. 8 Road Connecting Tunnel Project, Hong Kong 386 2015
ERPREFHEB/ EERREBETE

The CWB No. 8 Road Connecting Tunnel Project, Hong Kong 2,226 2015
BEPREHFBE\FERRRBETR

Zhuhai City West Water Plant-Quanwu Water Plant Expansion Project, China 2,610 2015
MEKETRRKE - EKREELEET B LR

Luomahu-No. 2 Waterworks Construction Water Pipeline Project, Xuzhou, China 9,074 2015
H B AR N TSR SO KR S B KRR RR AR

Scenic Hill-HKBCF-Airport Line Project, Hong Kong 1,441 2015
AEEBERL-BBOF KIS ERLIER

Crew Construction Project, Phase |, Southwest Hainan Power Plant, China 2,270 2015
hEEF AR BER - HEEERER

The Nigerian National Petroleum OB3 Project, Nigeria 6,000 2015
JE B A5 Bl A f OB31E B

Water Diversion Project, Nanning, China 2,065 2014
B E K T2

Piling Foundation Pipe Project, Humen Bridge Il, Guangdong, China 5,161 2014
REERERMA_GEENES IR

Gaolangang Area Container Terminal Project, Phase Il, China 4,200 2014
TESREBEEEMEEER _HIRE

Crew Construction Project, Phase |, Southwest Hainan Power Plant, China 8,994 2014
hE e TR A E R — SE R RIER

Hong Kong — Zhuhai — Macau Bridge Project, Guangdong-Scenic Hill Project, 3,000 2014
Hong Kong

EERNBRBEEARRABEES AREHSILER

Pakistan Gas Pipeline Project, Pakistan 7,537 2014
EEHEHRIEAR

Los Ramones Gas Pipeline Project, Mexico 49,587 2014-2015

£ 705 Los Ramones i 5778 B
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TRACK RECORD
AR

SELECTED PROJECTS FOR SSAW PIPE (Continued)
EREREENEEEE H&E (@)

Projects Quantity (MT) Year
HE HE (m) F 5
Chemical Project, Jiangsu, China 2,071 2014
BT #C TIEE

Yancheng Water Project, Jiangsu, China 5,896 2014
DT AR B sk T2

Water Irrigation Project, Venezuela 565 2014
Z AR KERIE B

Tuen Mun-Chek Lap Kok Link-southern Connection Viaduct Section Project, 7,950 2014
Hong Kong

HEEEM — FEAs — FEAKERIAR

Zhuhai Port Temporary Construction Bridge Project for Hong Kong — Zhuhai — 9,115 2014

Macau Bridge Project, China

BB PORARBIRR K8 A RERE i TEE T2

Al Hallaniyat Island Project, Oman 330 2014
Fi] £ Al Hallaniyat Island 8 B

Hong Kong — Zhuhai — Macau Bridge Project, China 360 2014
BB IR ABIAR

Hong Kong — Zhuhai — Macau Bridge Project, China 8,556 2013-2014
BB IR ABIR B

Lianyungang City Drinking Water Project, Jiangsu, China 3,700 2013-2014
BT AR EEE ™ SR KEIK TR

Tuen Mun-Chek Lap Kok Link-southern Connection Viaduct Section Project, 313 2013-2014
Hong Kong

EBEM — A —BEHESERERER

Cross Sea Bridge Project, Lianyungang City, China 1,700 2013
hEEEETE S ABIAR

Hong Kong — Zhuhai — Macau Bridge Project, Hong Kong 838 2013
EEBRRABIER

City Heat Supply Network Southeast Pipeline Project, China 7,300 2013
hE R A (REAE) T2

NNPC, Nigeria 9,940 2013
JEBFEREK AR RHRIER

Jiangsu Water Network Project, China 8,000 2013
BT & AR T K B R BMNEC B KB 4

Hainan LNG Station Transmission Pipeline Project, CNOOC, China 3,000 2012-2013
mEPELH BRI RARGEBREEBLIE)
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TRACK RECORD
EBEE

SELECTED PROJECTS FOR ERW PIPE

EERERB B
Projects Quantity (Km) Year
HE BE(AE) F 5
Middle East Oil Orders 18.62 2017
IR $im AT B
Insulation Pipe Project in Hong Kong 0.54 2016-2017
HEERAEIER
Phase Ill, Gas Pipeline for GMP New 12SPP Project, PTT & GULF, Thailand 10.7 2016-2017
ZEBER AW A F&EE R HGMP #12spplll BIIEE XARE &
RAPID Petronas Project, Petronas, Singapore 21.4 2016-2017
BRETAMD B ME &R HREE
NGP Gas Transmission Project, Jemena, Australia 626 2016-2017
SR A F 25 Jemena A A]NGP % R 18 H
Marmul Rationalization Project, PDO, Oman 11.83 2016
MErRmMEArMSERZSY TR hRXES
Liuzhou City Natural Gas Project, Guangxi, China 13.7 2016
REEFEIN TR ARIAR
Beiliu City Natural Gas Project, Guangxi, China 47.46 2016
mEEEILRTRARIAR
Yicheng City Change Line Project, Weijing Pipeline, Sinopec, China 18 2015
MAEBFIARERTHE S BREBNETE
Sinopec Gas Pipeline reinstallation project, Qilu Branch 3.5 2015
TACEBRSRARRARERERLL 2R EGIEIEHR
Phase I, Xiangyuan Gas Pipeline Project, Shanxi, China 44.9 2015
FRELAKER (RAR)ERERANEEZRARNA -—HII2
Phase I, Changzhi-Tunliu Section, Shanxi Coal Bed Gas Pipeline Project, China 66.5 2015

TEEEZEIRER (RAR)ERERAFALARERFSMAEE KK -
BRRARNA—HTE

Betara Complex Development 479 Project, Petrochina International Jabung Ltd., 16.14 2015
Indonesia

f G EIE JE 78 o5 Betara 4R & FI 2547978 B

Badra-Zubaidah, EPC Gas Export Pipeline Project, Gazprom 105.14 2015
RBRMRAR - WMMEEPCHEARAREETLRR

Madura BD Field Development, Husky-CNOOC Madura Limited, Indonesia 53.6 2015
AT E — el B E R A R AR B S #ABD h H &=

Macao Taipa MGM Hotel Cooling water Project, China 6.58 2015
RPN ES B ERE 2 RKIRE

Sour Oil/Gas Pipeline Project, Daleel Petroleum L.L.C., Oman 10 2015
M EEMAMARNEHMREER

Scenic Hill-HKBCF-Airport Line Project, Hong Kong 11.4 2015

BERFBRIL-BBOF-HR5ELER

—EAEEERS WIRMXARBERRARAT 29



TRACK RECORD
EREE

SELECTED PROJECTS FOR ERW PIPE (Continued)
EMEEEEE B (#)

Projects Quantity (Km) Year

HE BE(AE) F 5

Kuwait Oil Pipeline Project 9.5 2015

REEL T 16 3B b [ 8] i B 42 T 12

Pstream Project, Australia 49 2015

R 5 1E B

Gasoducto Andino del Sur Project, Peru 84 2015

R B 7E B

Phase Il, Stage Product Oil Pipeline, The Pearl River Delta, SINOPEC, China 30 2014

FEACHEEERAREEDAFAK-_A_HKDHERE I

Jiangxi Gas Network Project, Phase |, Qingyun-Wannian, Shanggao-Yifeng Branch, 26 2014

China

FEIAARARER®R —BIIESE — 8 s —HEXZR

The Expansion Project of Macau University of Science and Technology, Macau 27 2014

PR R R EERE TR

Catchment System Of Sea Water And lodon Plant, Chile 23 2014

BENRBRGEKEBLR

Flow line Pipes, PDO, Oman 200 2014

(OE=3-S k= PIgE|

QNP Lateral Pipeline Project, Australia 19 2014

MAFMIEQNPIER

Eastern Goldfields Pipeline Project, APA, Australia 298 2014

R GE APATE B

Aviation Oil Pipeline Project, BP, Australia 4 2014
EEIA MR FDR M & 2 m T B

Central Wan Chai bypass No. 8 Connection Line Tunnel Project, Hong Kong 8 2014

EEBRBEBEPREFEE/ REZREBRRBETIR

JQ AEP/ODP1 Project, Shell, China 32 2014

AR A B M )| B #B & AKX A B

Scenic Hill-HKBCF-Airport Line Project, Hong Kong 7 2014

BABRIL —FBOR —RIZERFIER

Mexico Project, Mexico 123 2014

=PEEHE

Longquan — Taiyuan Section of Lanxian — Taiyuan Gas Pipeline Project, 45 2014

Shanxi, China

PEILERR — ARBREELREER — ARRKR

Nakhon Sawan Project, CNPC, Thailand 36 2014

HHEBMERBREARZEAEDIEIRR

Natural Gas Pipeline Project, Phase I, CNOOC, China 28 2014

FEKEMRAREETIE —HIEE
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TRACK RECORD
EBEE

SELECTED PROJECTS FOR ERW PIPE (Continued)
EMEEEEE B (@)

Projects Quantity (Km) Year

HE BE(AE) F 5

OGDCL, Pakistan 15 2014

EEIAERAMAF

Santos, Australia 212 2013-2014

BAMEIER

Pipeline Crossing Project, Sinopec, China 4.1 2013

hERhALEEFEIE

Southern China Project, SINOPEC, China 25 2013

mEFAERIER

Hainan Natural Gas Project, CNOOC, China 2.9 2013

mELHEREARARIER

Jian Rong Foundation Project, Hong Kong 3.6 2013

BEBREMEIAR

Guangxi PetroChina Kunlun Natural Gas Project, CNPC, China 52 2013

mEPOHEATAHERAARIAR

Chongging Gas Project, China 102 2013

H Bl & R RIE B

Jiangxi Oil Pipeline Project, Phase IlI, SINOPEC, China 10 2013

FEACHEEERARERSAFTIAKMHEB _HIIRIER

Mexican Project, Mexico 155 2013

E2FEITHMIER (2AF)

Hongkong Tunnel project, Hong Kong 3,445 (MT) 2013
(H8)

HERETIRR (HF)

OGDCL, Oil/Gas Pipeline, Pakistan 378 2012-2013

EEHEEREE

Flow line Pipes, PDO, Oman 550 2012-2013

MesmEAR

Kuwait Sour Crude Oil Pipeline, Kuwait 232 2012-2013

RHEUR BL 1 [ROm B ik B 8

Jiangxi Product Oil Pipeline Project, Phase IlI, SINOPEC, China 270 2012

mERAOOIARmEEE —BIRE

OGDCL, Pakistan 145 2012

EEHAIER

Huainan-Shanghai Ultra High Voltage Power Grids, State Grid Corporation of China 24,763 (MT) 2012

(SGCC), China (mg)

HEDER — DS BEMER  PEBREH

Sui Northern Gas Pipeline Limited, Pakistan 143 2009

EEHBRXAREBAA

—ERNFFERE
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TRACK RECORD
AR

SELECTED PROJECTS FOR ERW PIPE (Continued)
EMEEEEE B (#)

Projects Quantity (Km) Year
HE BE(AE) F 5
ONGC, India 300 2009
ENERARAA

Electricity Network, China 960 2009
H Bl B 4 1E B

Flowline Pipes, PDO, Oman 1,602 2008
fi£ 18 B

Gasoducto Gibraltar Project, Columbia 151 2008
FwtEwRER

Esperanza Project, Chile 150 2008
B AsHEIE R

Sui Northern Gas Pipeline Limited, Pakistan 250 2008
EEHERARIEE

Sui Northern Gas Pipeline Limited, Pakistan 170 2007
EEIARXARIER

Shengli Oil Field, SINOPEC, China 255 2007
mEPAEBFEEIER

Sui Northern Gas Pipelines Limited, Pakistan 195 2006
EEAARXARIER

Copergas, GDK, Brazil 126 2005
EEXARAA

Henan Product Oil Pipeline, SINOPEC, China 191 2005
B A A b R R AR ol E AR

Pearl River Delta Product Oil Pipeline, SINOPEC, China 1,200 2004-2005
FEFACK=AKDBELR

Southwest Oil Pipeline, SINOPEC, China 379 2003-2004
REF A AERKmBER (KB — EH)

Jingzhou-Jingmen Product Oil Pipeline, SINOPEC, China 153 2002
A B A AR N — FPTAK ol B AR

Lan-Cheng-Yu Oil Pipeline Project, CNPC, China 220 2001
FR B AR S B R B B B AR

National Oil Company Limited, The Middle East 130 2000
L AR A A

Texas Oil Field, USA 153 1998
BNk H

Changging Oil Field, CNPC, China 290 1996
B AR A O R B m A

Kelamayi Oil Field, CNPC, China 150 1996
H B A A e R 3 4 Oh F
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW

The Group mainly (i) manufactures and sells longitudinal welded
steel pipes, as well as providing manufacturing service for
processing raw materials into steel pipes; and (ii) engages in
property development and investment.

Our welded steel pipe products can be broadly categorised into
LSAW steel pipes, SSAW steel pipes and ERW steel pipes. We
are the largest LSAW steel pipe manufacturer and exporter in the
PRC, and are capable of producing LSAW steel pipes that meet
the X100 standard. We are also accredited 11 international quality
certifications such as Det Norske Veritas (“DNV”) and American
Petroleum Institute (“API”). In addition, we are the first and the
sole PRC manufacturer that have successfully produced deep
sea welded pipes for use at 1,500m under water. Our products
are widely applicable to major oil and gas pipeline projects (both
onshore and offshore) and infrastructure projects domestically and
internationally.

Our Group is capable of manufacturing subsea pipes and drilling
platforms for offshore projects, and is being classified under the
Offshore Engineering Equipment Industry* (/& /¥ T 2 2 {8 4
%) . We have benefited from and supported by China’s strategic
policies and received supports from policy banks and insurance
institutions in China. We have maintained good relationships with
and have obtained medium-term loans and credit facilities from the
China Development Bank, the Export-Import Bank of China, and

the China Export & Credit Insurance Corporation.

—E-RNFFERE
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWED

In November 2016, the Group entered into a subscription
agreement with Fangyang Commerce Trade Company Limited (#
B 5 E AR AR ) (“Fangyang”), pursuant to which the Group
would inject its existing land and equipment at the market value
of RMB982 million and Fangyang would inject RMB500 million by
cash to the registered capital of the Lianyungang Zhujiang Metal
Composite Meterials Co., Ltd.* GEZEKISBEAVEAERA
7]) (the “JV Company”). Upon completion of the capital injection,
Fangyang held 33.33% of the enlarged registered capital of the
JV Company and the Group’s equity interest in the JV Company
reduced from 100% to 66.67%. The capital injection constituted a
major transaction of the Company under the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The Group also entered into a non-legally
binding memorandum of understanding with Fangyang, pursuant
to which Fangyang would further inject RMB200 million in cash
to the registered capital of the JV Company. If this further capital
injection materialises, Fangyang would hold 41.2% of the further
enlarged registered capital of the JV Company and the Group’s
equity interest in the JV Company would further reduce to 58.8%.
The JV Company also entered into construction agreements for
the purchase of bimetal composite plate processing equipment
and construction of the processing plant for an aggregate
consideration of not more than RMB2.5 billion, which constituted
a very substantial acquisition of the Company under the Listing
Rules. The Company has obtained a written approval of the capital
injection from Mr. Chen Chang and Bournam Profits Limited. The
construction agreements for the purchase of bimetal composite
plate processing equipment and construction of the processing
plant was duly passed by the shareholders of the Company at
the extraordinary general meeting held on 25 January 2017.
The principal business of the JV Company is the manufacturing
and sales of bimetal composite plates. The construction of the
processing plant will provide the Group with a stable supply of
raw materials located near its production base at costs under its
control. The capital injection will provide the start-up capital for the
construction plant and the introduction of a reliable partner located
in Lianyungang.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Panyu Land Development

In 2013, the Group has converted a piece of land in Panyu (the
“Panyu Land”) into commercial use. The total land area of the
Panyu Land is 125,000m? which accounted for 25% of area of
the parcels of Land owned by the Group in Panyu Land. The total
construction area of the Panyu Land is 550,000m2. The Panyu
Land will be divided into three phases for development.

Project name:

HE AW

Address: Qinghe Road, Shiji Town, Panyu District,
Guangzhou City, Guangdong, PRC
Houk : R B A RN T S R A A BB

Usage: large scale of integrated commercial complex of offices,
shops, serviced apartments and villas

g 872 B REARENHENALGFEEHRIAR

Total permitted construction area (including underground
construction area)

RAFFEEEEE (BEL TRE®RRE)

The Group had pre-sold the first phase of GDC and the total
contracted sales were approximately RMB525 million as at 31
December 2016. The Group will record the sale of properties in
2017.

In October 2016, the Group also developed the second phase
of GDC. The second phase is mainly composed of serviced
apartments and shopping centers, and the pre-sale is expected to
commence in late-2017.

The GDC is part of the Group’s strategy to widen its income
sources. The Directors believe that the GDC will maximise
the potential economic return of the Panyu Land to the Group.
Furthermore, upon the completion of GDC, stable rental income
and the proceeds from the sale of properties will support the
further development of the Group’s steel pipe business. The steel
pipe business will remain as the Group’s core business.

—E-RNFFERE
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Golden Dragon City Fortune Plaza* (*GDC”")

SERGERERS ([S8EH])

Phase | 135,000m?
F—H 135,000 75 K
Phase Il 191,000m?
FH 191,000 75 K
Phase Il 224,000m?
5 = Hf 224,000 J7 K
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group will relocate the production lines in Panyu to the
Lianyungang and Zhuhai production sites within three years. The
Directors will seek any further development opportunities on the
vacated land in Panyu in order to maximise its economic return.
The Lianyungang and Zhuhai production bases will be the major
production bases of the Group in China, as both production bases
are in proximity to the self-operated ports where the Group can
minimise its transportation cost.

Order Status

In 2016, the Group received new orders of approximately 230,000
tonnes and approximately 67% were received from overseas
customers. Some sizeable overseas orders obtained were
related to offshore windfarm project in the United Kingdom, the
PETRONAS Refinery and Petrochemical Integrated Development
(RAPID) project in Malaysia, Sinopec’s natural gas project in
Tianjin, PRC and MRC’s Northern Gas Pipeline (NGP) project in
Queensland, Australia. The Group delivered approximately 334,000
tonnes of welded steel pipes during 2016.

LSAW Steel Pipes

The Group is the largest LSAW steel pipe manufacturer and
exporter in the PRC. LSAW steel pipe was the largest revenue
contributor to the Group and accounted for approximately 68.7%
of our total revenue for the year ended 31 December 2016. For
the year ended 31 December 2016, revenue from the sales
and manufacturing service of LSAW steel pipes amounted to
approximately RMB949.4 million and RMB43.1 million, respectively,
representing a decrease of approximately 34.8% and of 33.0%,
respectively, as compared to that for the year ended 31 December
2015. The decrease in sales of LSAW steel pipes was mainly due
to the decrease in both overseas and domestic orders the Group
has received. This was due to the slowdown in the rolling out of
major oil and gas projects.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SSAW Steel Pipes

Our SSAW steel pipes produced in our plant in Lianyungang use
the pre-welding and precision welding SSAW technique, which
is the most advanced standard among all SSAW technologies.
Revenue from the sales and manufacturing service of SSAW steel
pipes amounted to approximately RMB108.3 million and RMB13.2
million respectively. The total revenue from SSAW steel pipes
accounted for approximately 8.4% of the total revenue for the year
ended 31 December 2016.

ERW Steel Pipes

Market competition of ERW steel pipes has been very keen
due to its relatively low technical and standardised entry
requirements. For the year ended 31 December 2016, revenue
from the sales and manufacturing service of ERW steel pipes
amounted to approximately RMB148.4 million and RMB2.3 million,
respectively. The total revenue from ERW steel pipes accounted
for approximately 10.5% of the total revenue for the year ended 31
December 2016.

FINANCIAL REVIEW

Revenue and gross profit

For the year ended 31 December 2016, our revenue was
approximately RMB1,443.5 million, representing a decrease of
approximately RMB1,095.7 million or 43.2% as compared with that
of 2015. The decrease in revenue was mainly due to the decrease
in both overseas and domestic orders received by the Group. This
was due to the slowdown in the rolling out of major oil and gas
projects. In addition, there was a drop in average selling price in
2016 as compared with that of 2015.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The following table sets forth the revenue, gross profit, sales

TR MRS HEE

aNgvi

DEPEIM A ER - 1HE R

volume and average gross profit per tonne by business segments K GWEFHER
for each of the periods indicated:
2016 2015
—E-NF —ZE—-hfF
Revenue Revenue
A WA
RMB’000 % to total RMB’000 % to total
1548 WA WA
AR¥Fr BZHE AERETFT Ak
Sales of steel pipes HERE
LSAW steel pipes HEBINES 949,426 65.8 1,455,874 57.3
SSAW steel pipes Z2ipEIEE 108,259 7.5 361,869 14.2
ERW steel pipes EHEE 148,376 10.3 176,615 7.0
Subtotal INEF 1,206,061 83.6 1,994,358 78.5
Manufacturing services BE R
LSAW steel pipes BEHEBINEE 43,149 2.9 64,399 2.5
SSAW steel pipes ZHE R E 13,170 0.9 47,393 1.9
ERW steel pipes EEEE 2,306 0.2 2,565 0.1
Subtotal INEt 58,625 4.0 114,357 4.5
Others Hit 178,801 12.4 430,463 17.0
Grand total wazt 1,443,487 100.0 2,539,178 100.0
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2015
“E-RE —E-RF
Gross Sales Average Gross Sales Average
profit volume  gross profit profit volume  gross profit
£ HEE FHER EM HEE FHEM
RMB'000 tonnes  RMB/tonne RMB'000 tonnes RMB/tonne
AREFT B AREH ARETT B ARE
Sales of steel pipes HERE
LSAW steel pipes BEHREBIEE 71,963 214,000 336 302,833 259,343 1,168
SSAW steel pipes I RRE 4,093 32,404 126 45,387 95,017 478
ERW steel pipes ERRE 3,268 28,302 115 15,379 33,229 463
Subtotal et 79,324 274,706 363,599 387,589
Manufacturing services BERE
LSAW steel pipes EREIEE 1,814 26,023 70 36,402 32,503 1,120
SSAW Steel pipes BiERRE 28 30,703 1 6,607 23,679 279
ERW steel pipes BERRE 75 2,254 33 315 195 1,615
Subtotal NEF 1,917 58,980 43,324 56,377
Others it 346 NAFER NATER 290 NATEE  NATER
Grand total @it 81,587 333,686 407,213 443,966

The revenue generated from the sales of steel pipes accounted
for approximately 83.6% of our total revenue in 2016 as compared
with approximately 78.5% in 2015. Steel pipe manufacturing
services accounted for approximately 4.0% of our total revenue in
2016 as compared with approximately 4.5% in 2015. The revenue
classified as “Others” mainly represented the trading of steel
plates, sales of screw thread steel, sales of steel fittings, trading
of equipment and sales of scrap materials which accounted for
approximately 12.4% of our total revenue in 2016 as compared
with approximately 17.0% in 2015.

Gross profit for 2016 was approximately RMB81.6 million,
representing a decrease of approximately 80.0% or RMB325.6
million as compared with approximately RMB407.2 million in 2015.
Gross profit margin for 2016 was approximately 5.7% which was
lower than that of last year. This was due to (i) trading of steel
materials with lower gross profit margin; (ii) the sale of old stock
at loss to enhance our cashflow; (iii) the decrease in sales cannot
cover the fixed cost of the Group; and (iv) sale of infrastructure
products during the year where its gross profit per ton.

Our overseas sales accounted for approximately 56.9% of our total
revenue in 2016, as compared to approximately 53.0% in 2015.
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SALES BY GEOGRAPHICAL AREAS BRitBEDWEHE
2016 2015
—E—RE —E—hF
Revenue Revenue
A A
RMB’000 % to total RMB’000 % to total
1548 A 1A A
ARB¥Fr Bk AREFor =520
Overseas sales BINEE 821,034 56.9 1,346,127 53.0
Domestic sales B A& 622,453 43.1 1,193,051 47.0
Total BEt 1,443,487 100.0 2,539,178 100.0
CHANGE IN FAIR VALUES OF INVESTMENT REVELNFEES

PROPERTY

The Group has adopted the accounting policy of measuring
investment property by using fair values. Accordingly, gains or
losses arising from the changes in the fair values of investment
property are reflected as profit or loss for the reporting period. The
Group has transferred part of the investment property — Phase |
and Phase Il to properties under development as at 30 November
2015 and 31 December 2016 respectively. The Group has
engaged RHL Appraisal Limited, an independent valuer, to value
the investment property. According to the valuation report as at 31
December 2016 issued by RHL Appraisal Limited, the market value
of the investment property as at 31 December 2016 was RMB1.14
billion. No gain was resulted from the fair values of investment
property in 2016 (2015: the fair value gains on investment property
of approximately RMB627.9 million).

OTHER INCOME AND GAINS

Other income and gains in 2016 mainly represented bank interest
income. Other income and gains increased by approximately
28.6% or RMB8.3 million from approximately RMB29.2 million in
2015 to approximately RMB37.6 million in 2016. Increase in other
income and gains was mainly due to increase in subsidy income
from the government during 2016.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses decreased by approximately
15.9% or RMB27.3 million from approximately RMB171.7 million
in 2015 to approximately RMB144.4 million in 2016. The decrease
was mainly due to the decrease in sales as discussed above.
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ADMINISTRATIVE EXPENSES

Administrative expenses increased by approximately 7.0% or
RMB31.0 million from approximately RMB440.0 million in 2015
to approximately RMB471.0 million in 2016. The increase in
administrative expenses was due to the increase in bank charges
and modification charges for our headquarters in Panyu.

FINANCE COSTS

The finance costs for 2016 was approximately RMB237.1 million
which were similar with that of 2015 of approximately RMB237.1
million. The effective interest rate in 2016 was approximately 3.7%
(2015: 3.8%).

IMPAIRMENT OF PROPERTY, PLANT AND
EQUIPMENT AND GOODWILL

The Group has provided the impairment on property, plant and
equipment and goodwill of approximately RMB516.3 million for the
year ended 2016 (2015: nil).

OTHER EXPENSES

Other expenses increased by approximately 502.7% or
RMB87.8 million from approximately RMB17.5 million in 2015 to
approximately RMB105.3 million in 2016. The increase was mainly
due to provision for inventories and trade and other receivables of
approximately RMB99.3 million.

EXCHANGE LOSS, NET

The Group recorded exchange loss of approximately RMB86.4
million in 2016 as compared to exchange loss of approximately
RMB53.6 million in 2015. The increase in exchange loss was
mainly due to further depreciation of RMB against USD.

INCOME TAX EXPENSES

Income tax expenses decreased from RMB118.4 million in 2015
to RMB56.2 million in 2016. The Group recorded loss for 2016
but there were tax expenses of approximately RMB56.2 million
mainly due to the reversal of deferred tax assets during the year
as the Group recorded operating losses for consecutive years.
Panyu Chu Kong Steel Pipe Company Limited (“PCKSP”), Panyu
Chu Kong Steel Pipe (Zhuhai) Co. Limited (“PCKSP (Zhuhai)”) and
Panyu Chu Kong Steel Pipe (Lianyungang) Co. Limited (“PCKSP
(Lianyungang)”), wholly-owned subsidiaries of the Company,
were qualified as High and New Technology Enterprises and thus
entitled to a reduced tax rate of 15% in 2016 (2015: 15%).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWED

LOSS FOR THE YEAR

As a result of the factors discussed above, the Group recorded
a loss of approximately RMB1,499.0 million in 2016 (2015: profit
RMB25.5 million).

LIQUIDITY AND FINANCIAL RESOURCES

The following table sets out certain information regarding the
Group’s consolidated statement of cash flows for the years ended
31 December 2015 and 2016:

FREBE

HREXAER AEER T - AFHEBEHE
# A R #1,499,000,0007T ( = 2 —EF:HMARE
25,500,0007T) °

RBEERMBER

TRV EBAEBBEE T —RAFER_Z— <&

+ZA=+—H tiﬁ%ﬁéﬁ’fﬁi%&ﬂ@a?éﬂ :

Year ended 31 December

BE+-—A=+—RHALEE

Net cash flows from operating activities
Net cash flows used in investing activities
Net cash flows used in financing activities

KREEHMERERNEFE
Txé/éibﬁﬁﬁﬁiii// %/%%E
MEZBTARERNEFHE

Net increase/(decrease) in cash and
cash equivalents

RekReEEWEM OF

NET CASH FLOWS FROM OPERATING ACTIVITIES
The Group’s net cash inflows from operating activities increased
from approximately RMB100.8 million in 2015 to approximately
RMB963.1 million in 2016. The net cash inflows from operating
activities were primarily due to the combined effect of (i) loss
before taxation; (ii) decrease in inventories, trade receivables,
prepayment and other receivables, pledged bank deposit and trade
payables, and (iii) increase in other payables and government
grants.

NET CASH FLOWS USED IN INVESTING ACTIVITIES
The Group’s net cash flows used in investing activities increased
from approximately RMB401.2 million in 2015 to approximately
RMB428.2 million in 2016. The net cash outflows were mainly due
to the capital expenditure for the production bases in Lianyungang
and Zhuhai of China during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEERWED AT

NET CASH FLOWS USED IN FINANCING
ACTIVITIES

The Group’s net cash used in financing activities of approximately
RMB124.4 million in 2015 increased to approximately RMB459.4
million in 2016. The net cash outflows were mainly resulted from
the combined effect of (i) the borrowing of new interest-bearing
loans and other borrowings of approximately RMB4,614.9 million
and (ii) the repayment of bank loans, government loans, short term
note and finance lease rental payment and its associated interest
and payment of interest of approximately RMB5,083.7 million.

EXCHANGE RISK EXPOSURE

The Group mainly operates in the PRC and most of its operating
transactions are settled in Renminbi except for export sales and
overseas borrowings which are mostly denominated in US dollar.
Most of its assets and liabilities are denominated in Renminbi.
Although the Group may be exposed to foreign currency exchange
risks, the Board does not expect that future currency fluctuations
would materially impact the Group’s operations. The Group did not
adopt formal hedging policies nor instruments of foreign currency
for managing the exchange risk exposure during the year ended
31 December 2016.

CAPITAL EXPENDITURE

For the year ended 31 December 2016, the Group invested
approximately RMB343.3 million for the purchase of property, plant
and equipment and land. These capital expenditures were fully
financed by internal resources and bank borrowings.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group guaranteed RMB136.6 million
(2015: nil) to certain purchasers of the Group’s properties for
mortgage facilities.

As at 31 December 2016, the Group guaranteed RMB231.8 million
(2015: RMB215.9 million) to joint venture for banking facilities in
Saudi Arabia of which RMB185.4 million (2015: RMB172.7 million)
was utilized by the joint venture.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWED

PLEDGE OF ASSETS

The Group pledged certain property, plant and equipment, land
use rights, time deposits and certain properties under development
with an aggregate net book value of approximately RMB1,512.5
million (2015: RMB582.8 million), RMB1,061.8 million (2015:
RMB650.2 million), RMB410.2 million (2015: RMB491.2 million)
and RMB442.7 million (2015: nil) respectively as at 31 December
2016 to secure bank loans granted to the Group.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL
RESOURCES

The Group’s gearing ratio is calculated based on the sum of bank
loans, other borrowings and short term notes divided by total
assets. The gearing ratio of the Group as at 31 December 2016
and 2015 were approximately 58.0% and 52.3%, respectively.

In December 2016, the Group entered into a loan agreement with
the Industrial and Commercial Bank of China (“ICBC") in respect
of a 8-year loan (the “ICBC Loan”) of RMBL1.5 billion at the interest
rate of 5.39% per annum, which represents a 10% premium over
the prevailing RMB commercial base lending rate of 4.9% per
annum published by the People’s Bank of China. As security for
the ICBC Loan, PCKSP, one of the Company’s wholly-owned
subsidiaries, has pledged its shareholding in ERKIHHEEES
fR 2 @] (Guangdong Pearl Steel Investment Management Co. Ltd.*)
(“Guangdong Pearl Steel”) and provided a corporate guarantee,
and Guangdong Pearl Steel has pledged its land and properties
under development in favour of ICBC.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEERWED AT

As at 31 December 2016, the Group’s total borrowings amounted
to approximately RMB6,349.4 million, of which approximately 30%
(2015: 55%) were long term borrowings and approximately 70%
(2015: 45%) were short term borrowings. Approximately 60% of
total borrowings of the Group were for financing working capital of
the Group, and approximately 40% of total borrowings of the Group
were financing capital expenditure of the Group. The Group had
to finance its working capital by short term borrowings as around
90% of the cost of sales was incurred on the procurement of steel
plates and steel coils. Once the Group received sales proceeds
from its customers, it would then repay the short term borrowings.
Taking into account the Group’s cash in hand and the available
banking facilities of RMB1,945 million, the Group had sufficient
liquidity and was in strong financial position to repay its short term
borrowings.

As at 31 December 2016, the current liabilities of the Group
exceeded its current assets by approximately RMB2,724.1 million.
Phase | of GDC has been pre-sold and it is planned that phase
Il of GDC will be pre-sold in late 2017 in order to increase the
cashflow to the Group. In addition, the ICBC Loan can reduce
the short term borrowings of the Group. The Group has sufficient
cashflow to meet its short term obligations.

As at 31 December 2016, approximately 43% (2015: 37%) of the
total borrowings were denominated in Renminbi, which carried
interest rates linked to the benchmark lending rate published by
the People’s Bank of China; approximately 15% (2015: 16%) of the
total borrowings were denominated in Renminbi which carried fixed
interest rate; approximately 9% (2015: 15%) of the total borrowings
were denominated in US dollar and HK dollar with interest rates
linked to the London interbank offered rates for US dollar loans
and Hong Kong interbank offered rates for HK dollar loans, and
approximately 33% (2015: 32%) of the total borrowings were
denominated in US dollar which carried fixed interest rate.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWED

SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES ASSOCIATES AND JOINT
VENTURES

In November 2016, the Group entered into a subscription
agreement with Fang Yang Commerce Trade Company Limited ( &
BT mZE AR A A) (“Fangyang”), pursuant to which the Group
would inject its existing Land and Equipment at the market value
of RMB982 million and Fangyang would inject RMB500 million
by cash to the registered capital of the Lianyungang Zhujiang
Metal Composite Materials Co., Ltd.* GEEBIKTEBEAME
BR AT (the “JV Company”). Upon completion of the capital
injection, Fangyang held 33.33% of the enlarged registered
capital of the JV Company and the Group’s equity interest in the
JV Company reduced from 100% to 66.67%. The Group also
entered into a non-legally binding memorandum of understanding
with Fangyang, pursuant to which Fangyang would further inject
RMB200 million by cash to the registered capital of the JV
Company. If this further capital injection materializes, Fangyang
would hold 41.2% of the further enlarged registered capital of the
JV Company and the Group’s equity interest in the JV Company
would further reduce to 58.8%. The JV Company also entered into
construction agreements for the purchase of bimetal composite
plate processing equipment and construction of the processing
plant for an aggregate consideration of not more than RMB2.5
billion. The Company has obtained a written approval of the capital
injection from Mr. Chen Chang and Bournam Profits Limited. The
construction agreements for the purchase of bimetal composite
plate processing equipment and construction of the processing
plant was duly passed by the shareholders of the Company at the
extraordinary general meeting on 25 January 2017. The principal
business of the JV Company is the manufacturing and sales of
bimetal composite plates. The construction of the processing plant
will provide the Group with a stable supply of raw materials located
near its production base at costs under its control. The capital
injection will provide the start-up capital for the construction plant
and the introduction of a reliable partner located in Lianyungang.
The JV Company will be consolidated in the Company’s financial
statements.

Except the above, the Group had no other material acquisitions or
disposals during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEERWED AT

LITIGATION BN

As at 31 December 2016, the Group had four outstanding lawsuits RZE-—RFE+ZA=+—H XAEEE THMIEM
as follows: RTHEZFD:

(i) Nanjing Rongyu Group Company Limited (F =% () EEBREEERARA(ERERHB®BR]R

£EAEPR2F) (“Nanjing Rongyu”) and Nanjing City

Qixia Hill Roll Steeling Company Limited (B

BEILEWMAERAT) (“Qixia Hill™)

Nanjing Yuanchang Investment Guarantee Development Co.,
Ltd.* (“Yuanchang Investment”) (R RS REERERE
R A 7)) alleged Nanjing Rongyu and Qixia Hill of breaching
and repudiating counter guarantee contract in the amount of
RMB5.6 million. The concerned counter guarantee contract
was signed by the ex-beneficial owners of Nanjing Rongyu
Group (collectively, Nanjing Rongyu, Qixia Hill and Nanjing
Rongyu Group Market Management Company Limited* (&
BRNEBMIBER AR AF)) prior to the Group’s acquisition
of Nanjing Rongyu in May 2013. The Group was not informed
of such counter guarantee contract at the time of acquisition.
According to the second instance judgement made by the
Nanjing Intermediate People’s Court, Nanjing Rongyu and
Qixia Hill have to pay compensatory amount of RMB5.6
million and damages to Yuancheng Investment. On 29 May
2015, Nanjing Rongyu and Qixia Hill applied for a retrial to
the Jiangsu Province Higher People’s Court in respect of the
above judgement. In July 2015, the Group was served with a
notice of action from Jiangsu Province Higher People’s Court
informing it the case was under file transfer and pre-filing
review procedures. As of the date of this report, the court
was still undergoing the pre-filing review process on the
application for retrial of the case.
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MANAGEMENT DISCUSSION AND ANALYSIS
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(i)

(iii)

Nanjing Rongyu

Yuancheng Investment alleged Nanjing Rongyu of breaching
and repudiating a counter guarantee contract in the amount
of RMB7.6 million. The concerned counter guarantee contract
was signed by the ex-beneficial owners of Nanjing Rongyu
Group prior to the Group’s acquisition of Nanjing Rongyu
in May 2013. The Group was not informed of such counter
guarantee contract at the time of acquisition. According to the
second instance judgement made by the Nanjing Intermediate
People’s Court, Nanjing Rongyu has to pay compensatory
amount of RMB7.6 million and damages to Yuancheng
Investment. On 29 May 2015, Nanjing Rongyu applied for
a retrial to the Jiangsu Higher People’s Court against the
above judgement. In July 2015, the Group was served with a
notice of action from Jiangsu Province Higher People’s Court
informing it the case was under file transfer and pre-filing
review procedures. As of the date of this report, the court
was still undergoing the pre-filing review process on the
application for retrial of the case.

Nanjing Rongyu

Yuancheng Investment alleged Nanjing Rongyu of breaching
and repudiating a counter guarantee contract in the amount of
RMB4.0 million. Such counter guarantee contract was signed
by the ex-beneficial owners of Nanjing Rongyu Group prior to
the Group’s acquisition of Nanjing Rongyu in May 2013. The
Group was not informed of such counter guarantee contract
at the time of acquisition. According to the second instance
judgement made by the Nanjing Intermediate People’s Court,
Nanjing Rongyu has to pay compensatory amount of RMB4.0
million and damages to Yuancheng Investment. On 29 May
2015, Nanjing Rongyu applied for a retrial to the Jiangsu
Higher People’s Court against the above judgement. In July
2015, the Group was served with a notice of action from
Jiangsu Province Higher People’s Court informing it the case
was under file transfer and pre-filing review procedures. As
of the date of this report, the court was still undergoing the
pre-filing review process on the application for retrial of the

case.

(i)

(iii)
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MANAGEMENT DISCUSSION AND ANALYSIS

BEERWED AT

(iv) Nanjing Rongyu and Qixia Hill
Yuancheng Investment alleged Nanjing Rongyu and Qixia Hill
of breaching and repudiating a counter guarantee contract
in the amount of RMB4.2 million. Such counter guarantee
contract was signed by the ex-beneficial owners of Nanjing
Rongyu Group prior to the Group’s acquisition of Nanjing
Rongyu in May 2013. The Group was not informed of
such counter guarantee contract at the time of acquisition.
According to the second instance judgement made by the
Nanjing Intermediate People’s Court, Nanjing Rongyu Group
has to pay compensatory amount of RMB4.2 million and
damages to Yuancheng Investment. On 29 May 2015, Nanjing
Rongyu and Qixia Hill applied for a retrial to the Jiangsu
Province Higher People’s Court against the above judgement.

In July 2015, the Group was served with a notice of action
from Jiangsu Province Higher People’s Court informing it the
case was under file transfer and pre-filing review procedures.
As of the date of this report, the court was still undergoing the
pre-filing review process on the application for retrial of the
case.

As at 31 December 2016, the Group had made full provision for
the claimed amounts for the above lawsuits. The Group had paid
RMB10 million to Yuancheng Investment in accordance with the
court’s judgement.

EVENT AFTER THE REPORTING PERIOD

There were no significant events subsequent to 31 December 2016
which would materially affect the Group’s operating and financial
performance as of the date of this report.

EMPLOYEE AND REMUNERATION POLICY

For the year ended 31 December 2016, staff costs (including
Directors’ remuneration in the form of salaries and other benefits)
were approximately RMB212.2 million (2015: RMB283.5 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWED

The Group remunerates its employees based on their performance,
experience and prevailing industry practice. Competitive
remuneration package is offered to retain elite employees. Our
package includes salaries, medical insurance, discretionary
bonuses, on-job training, other benefits as well as mandatory
provident funds schemes for employees in Hong Kong and
state-managed retirement benefit schemes for employees in the
PRC. Pursuant to the Company’s share option scheme and share
award scheme, options to subscribe respectively for shares in the
Company or share awards of the Company may be granted to
eligible employees. No share option or share award was granted
under the share option scheme or share award scheme during the
year ended 31 December 2016.

As at 31 December 2016, the Group had a total of 2,100 full time
employees (2015: 2,775 employees). The following set forth the
total number of our staff by functions:
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2016 2015

ZE-XK¥ —T—hF

Management &8 205 261
Production and logistics EERYR 1,086 1,301
Sales and marketing HERMSHE 54 63
Finance B 42 47
Quality control EEEH| 127 307
R&D gk 67 209
Procurement g 32 29
General administration and others —MRATI R Ho Aty 487 558
Total At 2,100 2,775
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MANAGEMENT DISCUSSION AND ANALYSIS

BEERWED AT

FUTURE PLANS AND PROSPECTS

The National Development and Reform Commission of the
PRC has recently announced the “13th Five Year Plan —
Oil Development” and “13th Five Year Plan — Natural Gas
Development”, giving the green light for mega projects in the
oil and gas industry. The plans mentioned clearly that a total of
17,000km of crude and refined oil pipelines and 40,000km of gas
pipelines are targeted to be constructed by 2020.

Moreover, the 13th Five-Year Plan of oil and gas pipeline network
was launched, in which it is expected that the pipeline would reach
165,000km by 2020, representing an extension of 47%. It would be
a golden era for the development of oil and gas pipeline during the
13th Five-Year Plan period. There are 6 crude oil pipelines to be
constructed under the plan, including phase Il of the Sino-Russian
Crude Oil Pipeline, the Yizheng-Changling Dual Pipelines, the
Lianyungang-Yizheng, Rizhao-Luoyang, Rizhao-Zhanhua and
Dongjiakou-Dongying crude oil pipelines. There are 8 new
refined oil pipelines to be constructed under the plan, including
the Zhangshu-Zhuzhou, Zhanjiang-Beihai, Luoyang-Linfen,
Sanmenxia-Xian, Yongping-Jinzhong and Hubei-Chongging refined
oil pipelines as well as coal-derived oil transportation pipelines in
western and eastern Inner Mongolia. Meanwhile, the Qinghai-Tibet
refined Oil Pipeline will be extended and upgraded.

The Chinese government is keen to promote its clean energy
strategy on the foundation built on its last Five-Year Plan. The
constructions relating to transport infrastructure are expected to
accelerate as the Chinese government is determined to resolve
its pollution problems. Pipelines and auxiliary facilities will be
built to support the expected increasing demand of natural gas.
According to the “Guidelines on Energy-related works 2017”
announced by the National Development and Reform Commission
of the PRC, the projects in relation to the Sino-Russian Pipeline
East, “New Gas Pipeline” (formerly “Xinjiang-Guangdong-Zhejiang”
pipeline) and Shaanxi-Beijing Line 4 will be launched in line
with the national policy. There are 14 new gas pipelines to be
constructed under the plan, including the Central Asia-China
Gas Pipeline Line D, Sino-Russian East pipeline, middle part of
the West-East Gas Pipeline (Phase lll), Phase IV and Phase V
of the West-East Gas Pipeline, Phase IV of the Shanxi-Beijing
Pipeline, Sichuan-East Gas Pipeline, coal gas transportation
pipeline in Sinkiang, Erdos-Anping-Cangzhou, Qingdao-Nanjing,
Chongging-Guizhou-Guangxi, Qinghai-Tibet, Fujian-Guangdong
and Haikou-Xuwen gas pipelines etc. Construction of regional
pipeline networks will be accelerated and gas storages,
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transportation pipelines for coalbed methane, shale gas and coal
gas will be constructed when necessary. The Chinese government
expects gas will account for over 10 percent of the nation’s energy
consumption by 2020 at the end of the 13th Five-Year Plan.
The Directors believe that given our business relationships with
major oil and gas companies, the Group shall benefit from these
developments of the country.

In regard to the Group’s overseas business, the Group has
established sales offices in different countries and regions, such
as the US, Canada, Saudi Arabia, Dubai, Singapore, and other
emerging markets. These offices help the Group to maintain
close relationships with our business partners and promote our
PCK brand. Two of the Group’s production bases in Zhuhai and
Lianyungang are close to the wharf which provides the Group with
a competitive advantage during negotiating overseas projects.
Following the commencement of operations of the Group’s Saudi
Arabian production plant, the Group has further enhanced its
international competitiveness and will continue to pursue its
aspiration to be a multinational corporation in the market.

The Group grasped the opportunity of asset appreciation to convert
the land use of the Panyu production plant in 2013 from industrial
use to commercial use. The property project, namely GDC, is a
large scale integrated commercial complex with a total permitted
construction area (including underground construction area) of
approximately 550,000m2. The first phase of the development
has a permitted construction area (including the underground
construction area) of approximately 135,000m? and was launched
last year and its residential units have been sold out. In the
meantime, the construction of the second phase has kicked off.
The pre-sale will be launched in late 2017. It will have a permitted
construction area (including the underground construction area)
of approximately 191,000m2?. We believe GDC will become one
of our stable income sources and a solid financial support to our
steel pipe business in the long run. It will also help improving our
financial position with its sufficient cash flow.
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The Group will push forward the relocation project of moving its
production facilities from Panyu to Lianyungang and Zhuhai on a
flexible arrangement tailored for its order and production schedule.
When the relocation is completed, the Group will carefully consider
all available options relating to the vacated land in Panyu with a
view to maximising its economic return to the Company and its
shareholders.

The Lianyungang production plant is located in the strategic area
of China’s “One Belt One Road” policy, and projects are expected
to be initiated in the neighbourhood and overseas. The demand for
pipes for used in infrastructure projects and oil and gas pipeline
installations is expected to increase substantially. As a world
class pipe manufacturer, the Group poised to capture the precious
opportunities created by the implementation of the “One Belt One
Road” policy, as well as those governments’ energy plans in the
long run.
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EXECUTIVE DIRECTORS

Mr Chen Chang (R &)

Mr CHEN Chang (FR &), aged 71, is the chief executive officer
and the chairman of the Company and also a member of the
Nomination Committee and Remuneration Committee of the
Company. Mr Chen is the father of Ms Chen Zhao Nian and
Ms Chen Zhao Hua (both being the executive Directors). Being
the founder of the Group, Mr Chen is primarily responsible for
the overall management and strategic planning and business
development of the Group. Mr Chen has over 50 years of
experience in areas related to woodwork, machine tool equipment
and lift/escalator equipment and has accumulated abundant
experience and knowledge in the mechanical and electrical
industry. Mr Chen graduated from the graduate school of & 1| K&
(Sun Yat-Sen University*) in Guangdong Province in October 1995
majoring in decision management.

Mr Chen has been appointed by several steel pipe related
associations and organisations for various positions, including:

s HFEHeBESIH,SFENEEENEZIMNEE S (Member of
the Fourth Session of Welded Steel Pipe Academic Committee
of the Steel Rolling Branch Association of the Chinese Society
for Metals*) (2001)

. HEPELEHERER (Vice president of the China
Township Enterprises Association*) (2004, 2008)

s FHlZAEHRSHE D EEFNERESeRFLEEESHE
£ K (Vice chairman of the 4th and 5th sessions of the board
of directors of the China Steel Construction Society and the
Steel Pipe Branch Association*) (2004, 2008)

- FHllABERELERN EEN - h NEBESREER
(Vice chairman of the 4th, 5th and 6th consecutive council
of the Cold-formed Steel Sub-committee of the China Steel
Structure Association*) (2004, 2005 and 2010)

- PEFHIFEMEILIIATRAER
the Metallurgical Chamber of Commerce of the All-China

(Vice president of

Federation of Industry & Commerce*) (2006)

* Unofficial transliteration from Chinese name for identification purposes only
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Mr Chen has received various awards, honours qualifications,

including:

*

Honoured by the Ministry of Commerce, Industry and Energy
of the Republic of Korea for his contributions to Korean
economic development through trade revitalisation (2004)

TEFHIBEBASIRTEHEAIRENVRLER
(Excellent Entrepreneur in Chinese Private Technology
Enterprises awarded by the All-China Federation of Industry &
Commerce*) (2004)

BN ARBTRT AR 2 i 88— 5 4215 & (Awarded the First
Prize of Science and Technology Awards by the Guangzhou
Municipality People’s Government*) (2007)

H FRBERERHETREETERRMER (Awarded
as authority expert of welded pipe industry by the Chinese
International Authority Expert’s Association*) (2007)

EH-EXNAEIENXBALEENEERERARESES LXK
ERREEREASBLEREANBERRTRES
4% (The invention of “three-roller forming technology and
equipment” was awarded the gold prize in the Sixth Session
of International Exhibition of Inventions and outstanding
award by the Guangdong Provincial Bureau of Personnel and
the Guangdong Province Intellectual Property Department*)
(2008)

BN Wi ERKLL#EMA (Outstanding Individual in
Earthquake Relief in Guangzhou *) (2008)

PR EE D 3RFAI% 48" (The Fourth Invention and
Entrepreneur Award by the China Steel Association*) (2009)

BN T & g R & (Guangzhou Model Labour*) (2009)

First Prize of Science and Technology Award in Guangdong
Province (B R & Bl 21T 8 — F #8) for the research and
development of LSAW manufacturing process and technology
and its series of products.

BEMHEHFLER (Guangzhou Outstanding Entrepreneur*)

(2011)

Unofficial transliteration from Chinese name for identification purposes only
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« 2EEFLER (Nationwide Outstanding Entrepreneur*)
(2012)

e EMWmHEEBREMELAERS® (Guangzhou Outstanding
Contribution Award for Science and Technology*) (2012)

o FENE T EEFEHE T E%E (Outstanding Industrial Province
of Science and Technology in the PRC’s iron and steel
industry*) (2012)

o FEWHF A (Guangzhou Figure of Focus*) (2012)

e 2012 FEERALATHIRBSYHBERBERER (The
Outstanding Entrepreneur for the Competition of the Top 10
Guangzhou Construction Project in 2012*) (2013)

o BEINEIELAIFTE: B % H 5 B4 (Outstanding Contribution
Award for Innovation in Guangzhou*) (2013)

o 2013FERTRKLERZEAY (Top 10 Guangdong Economic
Influential Individuals in 2013%)

« Z2HEA—4FHEE (Nationwide “May 1st” Labour Award*)
(2014)

. FN\EBEPES S (Gold Prize of the 8th International
Invention Exhibition*) (2014)

o FUEt A4 HE AL (14th World Outstanding Chinese
Award*) (2015)

«  Z2E%EEE (National Model Worker*) (2015)

o  FTHEEIEASE (Gold Prize of the 19th International
Invention Exhibition*) (2016)

«  BIW=EEERE (Yu Shan Outstanding Contribution Award*)
(2016)

As at the date of this annual report, Mr Chen is the sole director
and sole shareholder of Bournam Profits Limited, which is
interested in 701,911,000 shares of the Company. Together with
Mr Chen’s personal interest of 2,868,000 shares of the Company,
Mr Chen has a total interest of 704,779,000 shares of the
Company.

* Unofficial transliteration from Chinese name for identification purposes only
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Ms Chen Zhao Nian (BRIK &) BRIKEFE L

Ms CHEN Zhao Nian (FRJKEF) , aged 40, is an executive director. BRIKFE 2+ 4055 BRTTES  BRELE (KA F
She is the daughter of Mr Chen Chang (being chairman of the FHERVATES)NLTREKELZ L (%ﬂ”%$)ﬁ’\]
Company and an executive Director) and also the sister of Ms HE-BZTEFZHEASBEEFEEEREE-ML
Chen Zhao Hua (being executive Director). Ms Chen is primarily TEEE R_TEEFTAMAREEHETREEL
responsible for the daily management and operations of the B-ButTR_TETFAEEREPRERERNSE
Group. Ms Chen joined the Group in October 2002 as vice XNETBUERZZEZ-_FTABRBEEZTM AR
general manager after her graduation. Ms Chen obtained her SR EEBELEM R LEE T AR WEBL
bachelor’s degree in arts from the University of Central Lancashire T HEIE

in the United Kingdom in June 2000 and her master's degree in
accounting from Leeds Metropolitan University in United Kingdom
in October 2002. Ms. Chen has taken up the following public duties
and has received the following awards:

public duties: N

e ENWEBEZE+NEAKEZ (Member of the Standing s ENTEBERETAEAKREZ (ZZ2——%)
Committee of 16th Session of NPC in Panyu, Guangzhou¥*)
(2011)

o BEBINTRATEERHESIESE (Executive member of the o BEBMNTARZERESRSE(ZE—ZF)
Guangzhou Glory Society*) (2012)

s BNMHEREEIMEBMSEMEEFE (Vice chairwoman of s BMNmESRIMEHAENEERE(ZZE—=
the Federation of Industry & Commerce in Panyu District of )
Guangzhou*) (2012)

-

. HEEBBHAEXEBIFWMEEERE (President of the Youth s HEREMAXSEEmEeR(ZTE—Z4)
Association of Panyu Merchants and Entrepreneurs in Panyu
District*) (2012)

e EBENMERZET_EBITZEEZEE (Member of the 12th s ENmMBEXET_ENTEZEE®ZE(ZT—=
Executive Committee for Guangzhou Women*) (2012) %)
. ENWmLZLERMEEER (Chairlady of the Guangzhou s BEMmxitERBEeeR(ZZT—=4%)

Association of Women Entrepreneurs*) (2013)

s HEXHBLBEEGET - EFHBEMNKEK (Representative s HEIHABUBEGETEEZEEMREX(Z
of Guangzhou in the 11th All-China Women Federation T—=F)
Conference*) (2013)

. TEARBAHAESEFT_EEMTEZEEZE (Committee - FEHARBAHBEERE T _EERMTZEEZX

member of the Guangzhou Committee of the 12th Chinese B(ZZE—WMF)
People’s Political Consultative Conference*) (2014)

* Unofficial transliteration from Chinese name for identification purposes only

—E-RNFFERE RIAMAARRMEZRERLH



58

PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

ES=kEE

HEEREE

EMNTIEBMEFLEREZEBBE T (Guangzhou
Deputy Director of the Federation of Young Entrepreneurs
Committee*) (2014)

BREGEBHET_EHEZEETHEZEZE (Committee member
of the 12th Guangdong Provincial Women’s Federation, the
Executive Committee*) (2014)

ERERECERELZEREZTIHSZ K (Vice President
of Guangdong Province Private Enterprises Investment
Development Association*) (2015)

ERELZGEXHEa € R (Vice President of Guangdong
Province Association of Women Entrepreneurs*) (2015)

ERABEAZRESERKE SR (Executive Vice President
of Guangdong Province Association of Public Affairs*) (2015)

BMHARABSEE
Taxpayers Association*) (2015)

& (Vice President of Guangzhou

EBMNmE+REARNKEARERE (Representative of the 15th
People’s Congress of Guangzhou City*) (2016)

awards:

*

FEX>REFBLZBEEEE/\ERTXPEKE (the 8th Civilised
Family with Five Distinctive Merits by the All-China Women’s
Federation*) (2012)

2EMEZEINIZ L (Female Pace Setter with Great
Contribution (National Level)*) (2013)

R B M0 fx A ik ) 221 (Most Charismatic Woman in 60
years of Guangzhou Loving Hearts*) (2013)

EMMmES D ESR (Guangzhou Outstanding Entrepreneur
Honors*) (2013)

ERE“EHFLNLER" (Guangdong Outstanding Women
Entrepreneur Honours*) (2013)

EMT=/)\4LEF" (March 8th Flag Bearer” of Guangzhou*)
(2010-2013)

Unofficial transliteration from Chinese name for identification purposes only
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o  ERA“Z)\4LEF" (“March 8th Flag Bearer” of Guangdong
Province*) (2013)

«  EE“= \AMEF" (“March 8th Flag Bearer” of China*) (2014)
«  FEHAIZE M (Outstanding Women Entrepreneur*) (2014)

s ERA“TKREFESEZK" (Guangdong Province Top Ten
Outstanding Scholarly Home*) (2014)

. THEEFEFFLEZR (Ten Outstanding Young Entrepreneur*)
(2015)

e BETE“EZZHFBE” (Guangdong Top Ten “Charity
Contribution Award™* ) (2015)

o  2015FEEBEA T AKFEAY (Top 10 Guangdong Business
New Individuals in 2015%) (2016)

+ 2016F EHEEZ AW A (Diamond Award of Charity
Figures*) (2016)

e EMIFANKEF L EX(Guangzhou New Generation
Outstanding Entrepreneur*) (2016)

«  2016%F E#tH CEO (Outstanding CEO) (2016)
o F-EZ2BEXRE (the 1st National Civilized Family*) (2016)

Ms Chen Zhao Hua (BRJK )

Ms CHEN Zhao Hua (RJKZE ) , aged 38, is an executive Director.
She is the daughter of Mr Chen Chang (being the Chairman of
the Company and executive Director) and also the sister of Ms
Chen Zhao Nian (being executive Director). Ms Chen is primarily
responsible for handling domestic and overseas marketing
activities, sales and business relationships with customers as
well as sales agents. Ms Chen joined the Group in December
2002 after her graduation. Ms Chen obtained a bachelor’'s degree
in International Business from the University of Lancashire, the
United Kingdom in June 2001, a master's degree in International
Business Law from the University of Nottingham, the United
Kingdom in December 2002 and a master's degree in Business
Administration of Senior Management from University of Tsinghua,
Beijing in June 2016. Ms Chen is the executive vice president
of the Guangdong International Overseas Chinese Chamber of
Commerce and the vice president of the Chamber of Commerce,
Panyu District, Guangzhou of the China Chamber of International
Commerce.

* Unofficial transliteration from Chinese name for identification purposes only
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr Chen Ping (FR¥)

Mr CHEN Ping () , aged 51, was appointed as an independent
non-executive Director on 23 January 2010. Mr Chen is also the
chairman of the Nomination Committee and a member of the
Audit Committee and Remuneration Committee of the Company.
Mr Chen graduated from the Jinan University, China in 1984
majoring in finance and later obtained a doctoral degree in
finance in Nankai University, China in December 1990. Mr Chen
has lectured at the Lingnan College, Sun Yat-Sen University in
Guangdong Province, China, teaching international finance for
more than 21 years. He is currently the head of /&% & B 75 &
I (Marine Economic Research Centre) of Sun Yat-Sen University.
Mr Chen also assumed various posts in societies and clubs
concerning economics and finance, such as a council member
at FEIEE £ B EE (International Finance Society of China*)
and P EHFEEE S (China Society of World Economics®).
Mr Chen is also engaged in academic researches with focuses
on finance theories and policies, global economics and so forth,
and has published a number of essays and publications. As an
experienced professor, Mr Chen has won various awards for the
lecture materials used and also for the essays published. In 1997,
Mr Chen’s teaching materials entitled (EIF4 &) (International
finance*) was awarded BIZRK# Z R —% %€ (National Educational
Achievement Award — Second Class*) by the Committee of
Education of the PRC. In May 2002, Mr Chen’'s paper entitled
(EMRAFFRMEKENT EREME) (Study on the effect
of merger and acquisition of listed companies on wealth*) was
selected for the Best Paper Award of the 9th Global Finance
Association Annual Conference by the 9th GFA Annual Conference
Program Committee. In 2005, Mr Chen’s teaching and research
achievements entitled (HZ2ERLHREEELE) (Exploration
and practice of educational internationalisation*) was awarded E#
EHER R — S48 (Guangdong Province Educational Achievement
Award — First Class*). In 2006, Mr Chen was selected as talented
person for # & I EALEF A A 35518 (Ministry of Education
New Century Outstanding Person Support Scheme?*). In 2007,
Mr Chen received =i {£[EEF2AME (Bao Steel Outstanding
Teacher Award*). Mr Chen was an independent director of &/l %k
JTESE A D B R A R (Guangzhou Zhujiang Brewery Group Co.,
Ltd.*), a company listed on the Shenzhen Stock Exchange with
effect from 10 October 2016. Mr Chen was an independent director
of ERBEEEBRHDAEMR AR (Rising Nonferrous Metals Share
Co., Ltd.*), a company listed on the Shanghai Stock Exchange,
and resigned from such post with effect from 13 April 2015.
Mr Chen was an independent director of /&5 ;5 B & {@ 4 ¥Rl
f% 3 B PR A 7 (Guangdong By-health Biotechnology Co., Ltd*), a
company listed on the Shenzhen Stock Exchange, and resigned
from such post with effect from 25 September 2014.

* Unofficial transliteration from Chinese name for identification purposes only
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Mr See Tak Wah (HEfE %)

Mr SEE Tak Wah (jEf2 %), aged 53, was appointed as an
independent non-executive Director on 23 January 2010. Mr See is
also the chairman of the Audit Committee of the Company. Mr See
graduated from the Management School of Waikato University in
New Zealand with first class honours in Bachelor of Management
Studies. He is a member of the Institute of Chartered Accountants
of Australia and New Zealand, a member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of
the Hong Kong Institute of Directors. Mr See has over 31 years of
experience in financial and general management as he previously
worked as the regional business controller of Nokia Mobile Phones
Asia Pacific, the managing director of Nokia Mobile Phones Hong
Kong, the chief operating officer of First Mobile Group Holdings
Limited and held key management positions in the North Asia
offices of Philips and Siemens. Mr See currently runs his own
strategic consultancy business. He is currently an independent
non-executive director of Tesson Holdings Limited, which is listed
on the Main Board of the Stock Exchange (Stock Code: 1201). In
addition, he was an independent non-executive director of Sun
East Technology (Holdings) Limited, which is listed on the Main
Board of the Stock Exchange of Hong Kong Limited (Stock Code:
0365), and resigned from such post with effect from 27 September
2016.

Mr Tian Xiao Ren (HEF)

Mr TIAN Xiao Ren (HEE#]), aged 63, was appointed as an
independent non-executive Director on 1 August 2014. Mr Tian
is also the chairman of the Remuneration Committee and a
member of the Audit Committee and Nomination Committee of
the Company. Mr Tian was graduated from Zhejiang Radio and
Television University in China in 1985 and studied the Master of
Business Administration Degree at Hangzhou University in China
from 1995 to 1998. He was appointed as vice chairman of Bank
of China Group Investment Company Limited from 2006 to 2013.
Prior to 2006, Mr Tian was the president of Bank of China of
Guangdong Province and Jiangxi Province, China and the Vice-
President of Bank of China of Zhejiang Province, China for 26
years. He has over 30 years of experience in the banking and
financial field. Mr Tian is now a Senior Economist in China and is
entitled to the special subsidy awarded by the State Council of the
People’s Republic of China in recognition of his contribution to the
economy of China.

* Unofficial transliteration from Chinese name for identification purposes only
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SENIOR MANAGEMENT

Mr Li Yu Heng (ZF18)

Mr LI Yu Heng (Z=18), aged 35, joined PCKSP in 2007 as
a technician, secretary of the chairman and other duties. Mr Li
has built up profound experience in business management. Mr
Li rejoined PCKSP in August 2016 as Chief Operation Officer of
PCKSP. Mr Li is responsible for the operation and management
of the diversified business and the performance appraisal of the
Group. Mr. Li graduated from the undergraduate course in 2004,
majoring in material molding and control. Mr Li obtained a master’s
degree in material processing engineering in 2007. Prior to joining
the Company, he had served as assistant president in a listed
company for 5 years, responsible for daily business management.

Mr Li Jungiang (ZE#®)

Mr LI Jungiang (Z& 3 ) , aged 43, joined PCKSP in July 1995 as
a technician and thereafter acted as a research engineer and a
manager of general planning. He is now the vice general manager
of PCKSP in charge of procurement, logistic and integrated
planning and control management. In 1995, he graduated from
b =R K& (University of Science and Technology Beijing*),
China majoring in ferrous metallurgy and was recognised as a
mechanical engineer by E/MMAER (Guangzhou Municipality
Bureau of Personnel*) in 2005. In 2007, Mr Li was elected as the
winner of B} 25 i 28 — 25 #% (First Prize of Science and Technology
Awards*) by EJ T ARBUT (Guangzhou Municipality People's
Government*). Mr Li has over 20 years of experience in the ferrous
metallurgy industry.

Ms Wong Pui Shan ( Z 3 H})

Ms WONG Pui Shan ( £¥iHf#) , aged 40, joined the Group in April
2011 as the chief financial officer and company secretary of the
Company. She is responsible for corporate finance management
and company secretariat work of the Group. Ms Wong received her
Master of Science in Finance from the Chinese University of Hong
Kong and Bachelor of Arts Degree (Hons) in Accountancy from
the Hong Kong Polytechnic University. She is a fellow member
of the Association of Chartered Certified Accountants, a member
of the Hong Kong Institute of Certified Public Accountants, the
Hong Kong Institute of Chartered Secretaries and the Institute
of Chartered Secretaries and Administrators. Prior to joining the
Company, she had served international audit firms for four years
and listed companies as financial controller and company secretary
for more than 14 years.

* Unofficial transliteration from Chinese name for identification purposes only
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Ms Liu Yonghe (BIgk )

Ms LIU Yonghe (£I3k{a) , aged 48, joined PCKSP in June 1994
and had worked as accounting staff and financial manager. Ms
Liu has built up profound experience in financial management,
accounting and auditing during her employment with PCKSP for
over 21 years. Ms Liu is now the vice general manager and a
director of PCKSP responsible for cash flow and working capital
control. She completed her professional accounting education at
Lanzhou University of Finance and Economics, China in 1990 with
a bachelor's degree in Economics and obtained the professional
gualification as assistant accountant in 1991. Ms Liu has over 24
years of experience in the accounting and finance industry. She
was awarded the “March 8th Flag Bearer” in 1999 and 2002, and
the post she held was awarded as the Women’s Exemplary Post
by the Guangzhou Women’s Union in March 2005. In October
2009, Ms Liu obtained a master’'s degree in the Executive Master
of Business Administration (EMBA) programme at the Asia
International Open University (Macau).

Mr Xu Qilin (& R#)

Mr XU Qilin (% #), aged 59, joined PCKSP in January 2001
and had worked as mechanical engineer and vice production
manager. Prior to joining PCKSP, Mr Xu worked at 7 /M # R
B (Jingzhou Machine Tool Factory*) for about 18 years during
which he took up several posts, including vice department head of
the craftsmanship department, department head of the technical
department and branch factory director. With his experience
in machinery construction, Mr Xu received awards for his
performance. With PCKSP, Mr Xu has participated in the refinement
project of the UOE production line, and also led the construction
project of PCKSP in connection with the JCOE production line in
Zhangjiagang, Jiangsu Province, the PRC in 2006 and 2007 as
well as the construction project of the JCOE production line in
Jiangyin, Jiangsu Province, the PRC in 2008 and 2009. From 2011
to 2012, Mr Xu was responsible for the construction of production
lines in Lianyungang and Zhuhai. Mr Xu is now the vice general
manager of PCKSP, responsible for production management. He
completed his bachelor’'s degree in machinery manufacturing at
Wuhan Polytechnic University, China in 1982 and became a senior
engineer in March 1995. Mr Xu has over 34 years of experience in
machinery manufacturing. He was awarded as Excellent Non-local
Worker in Panyu, Guangzhou in October 2006.

COMPANY SECRETARY

Ms Wong Pui Shan ( Z )

Ms WONG is the company secretary of the Company. Ms Wong
is working for the Company on a full time basis. Details of her
biography are set out above in this section.

* Unofficial transliteration from Chinese name for identification purposes only
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The Directors hereby present their report and the audited financial
statements of the Group for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the subsidiaries include manufacture
and sales of welded steel pipes. The Group also engaged in the
property development and investment.

Details of the company’s principal subsidiaries as at 31 December
2016 are set out in note 1 to the financial statements.

RESULTS AND DIVIDEND
The Group’s profit for the year ended 31 December 2016 and the
state of affairs of the Group at that date are set out in the financial
statements on pages 102 to 226.

The Directors did not recommend payment of dividend for the year
ended 31 December 2016.

SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets and liabilities of the
Group for the last five financial years, as extracted from the
audited financial statements, is set out on pages 227 to 228. This
summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group during the year are set out in note 12 to the financial
statements.

SHARE CAPITAL
Details of the movements in the Company’s share capital during
the year are set out in note 32 to the financial statements.

DISTRIBUTABLE RESERVES
Details of the movements in the reserves of the Group during the
year are set out in the consolidated statement of changes in equity.

At 31 December 2016, the Company’s reserves available for
distribution to the shareholders in accordance with the Articles of
Association were nil.
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The reserves of the Group available for distribution depend on
the dividend distributable by the Company’s subsidiaries. For
dividend purpose, the amount which the Company’s subsidiaries
in the PRC can legally distribute by way of dividend is determined
by reference to their distributable profits as reflected in the PRC
statutory financial statements which are prepared in accordance
with accounting principles generally accepted in the PRC. These
distributable profits differ from those that are reflected in the
Group’s financial statements prepared in accordance with the
International Financial Reporting Standards (“IFRSs”").

TAX RELIEF
The Company is not aware of any relief from taxation available to
shareholders by reason of their holding of the Company’s shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, sales to the Group’s five
largest customers accounted for 42.4% of the total revenue of
the Group, and sales to the largest customer included therein
amounted to 15.9%. Purchases from the Group’s five largest
suppliers accounted for 45.0% of the total cost of sales of
the Group, and purchases from the largest supplier included
therein amounted to 17.7%. None of the Directors or any of their
associates or any shareholders (which, to the best knowledge of
the Directors, own more than 5% of the number of the Company’s
issued shares) had any beneficial interest in the Group’s five
largest customers and five largest suppliers.

DIRECTORS
The Directors during the year and up to the date of this annual
report are as follows:

Executive Directors:

Mr. Chen Chang (Chairman)
Ms. Chen Zhao Nian

Ms. Chen Zhao Hua

Independent Non-executive Directors:
Mr. Chen Ping

Mr. See Tak Wah

Mr. Tian Xiao Ren

The Company has received annual confirmations of independence
pursuant to Rule 3.13 of the Listing Rules from Messrs. Chen Ping,
See Tak Wah and Tian Xiao Ren, and as at the date of this report,
the Company considers them to be independent.
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DIRECTORS’ AND SENIOR MANAGEMENT’'S
BIOGRAPHIES

Biographical details of the Directors and senior management are
set out in the section headed “Profile of Directors and Senior
Management” on pages 54 to 63 of this annual report.

In accordance with article 105(A) of the Articles of Association,
Ms. Chen Zhao Hua and Mr. See Tak Wah will retire and, being
eligible, will offer themselves for re-election at the forthcoming
AGM of the Company.

DIRECTORS’ SERVICE CONTRACTS

Each of our executive Directors has renewed the service contract
with the Company for a term of three years on 1 February 2016.
Each of our independent non-executive Directors (except Mr. Tian
Xiao Ren (“Mr. Tian")) has renewed the letter of appointment with
the Company for a term of two years commencing from 1 February
2016 and is subject to termination by either party giving not
less than one month’s written notice. Mr. Tian has renewed the
letter of appointment with the Company for a term of two years
commencing from 1 August 2016 and is subject to termination by
either party giving not less than one month’s written notice. The
Nomination Committee and the Remuneration Committee have
reviewed the terms of service contracts and letters of appointment
of all Directors.

None of the Directors proposed for re-election at the forthcoming
AGM has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS' REMUNERATION

The remuneration of the Directors is determined with reference
to the Directors’ duties, responsibilities and performance and the
results of the Group.

Details of the remuneration of the Directors are set out in note 8 to
the financial statements.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2016, the interests or short positions of the
Directors and chief executive of the Company in the shares or
underlying shares or, as the case may be, the percentage in the
equity interest and debentures of the Company or its associated
corporations (within the meaning of the Securities and Futures
Ordinance (Chapter 571) (the’SFO”")), which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they have taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to
Section 352 of the SFO, to be entered in the register maintained by
the Company referred to therein, or which were required, pursuant
to the Model Code for Securities Transactions by Directors (the
“Model Code”) of Listed Issuers contained in the Listing Rules,
to be notified to the Company and the Stock Exchange were as
follows:

Shares of the Company

Name of Director Capacity
EEpE 54
Chen Chang Interest of controlled corporation (note 1)
BR & —EEES ARz EE (ML)
Personal interest
(EPN £
Note:

1. These shares are held by Bournam Profits Limited, the entire issued
share capital of which is wholly and beneficially owned by Mr. Chen
Chang. By virtue of the SFO, Mr. Chen Chang is deemed to be
interested in the 701,911,000 shares held by Bournam Profits Limited.

2. Bournam has pledged 480,000,000 shares of the Company,

representing 47.47% of total number of issued shares of the Company,
in favour of independent parties.
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Position shares held in the Company
RAERBH
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Long 701,911,000 69.42%
A (note 2)
(Mi7E2)
Long 2,868,000 0.28%
e
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Shares of Associated Corporation

Mr. Chen Chang beneficially owns the entire issued share capital
of Bournam Profits Limited, which is the beneficial owner of about
69.42% of the issued shares of the Company.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No transactions, arrangement or contracts of significance, to which
the Company, or any of its holding companies, subsidiaries and
fellow subsidiaries was a party and in which a Director or an entity
connected with a Director is or was materially interested, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2016.

DIRECTORS’' INTERESTS IN COMPETING
BUSINESSES

None of the Directors or any of their respective close associates,
has engaged in any business that competes or may compete with
the business of the Group, or has any other conflict of interest with
the Group.

MANAGEMENT CONTRACTS

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

SHARE OPTION SCHEME

On 23 January 2010, pursuant to resolutions in writing passed
by the then sole shareholder of the Company, the Company
adopted its share option scheme (the “Share Option Scheme” or
the “Scheme”). The details of the Scheme are disclosed below
pursuant to the requirements under Chapter 17 of the Listing
Rules:

1. Purpose of the Share Option Scheme: the purpose of the
Scheme is to enable the Group to grant options to selected
participants as incentives or rewards for their contribution to
the Group.
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Participants of the Share Option Scheme include:

(a) any employee (whether full time or part time, including
any executive Director but excluding any non-executive
Director) of the Company or any of its subsidiaries or any
equity entity (“Invested Entity”) in which any members of
the Group holds an equity interest;

(b) any non-executive directors (including independent
non-executive directors) of the Company, any of its
subsidiaries or any Invested Entity;

(c) any supplier of goods or services to any member of the
Group or any Invested Entity;

(d) any customer of the Group or any Invested Entity;

(e) any person or entity that provides research, development
or other technological support to the Group or any
Invested Entity;

(f) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity;

(g) any adviser (professional or otherwise) or consultant to
any area of business or business development of the
Group or any Invested Entity; and

(h) any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement and
growth of the Group.

Total number of shares available for issue under the Share
Option Scheme: the total number of shares of the Company
which may be issued upon exercise of all options to be
granted under the Share Option Scheme and other share
option scheme of the Group (if any) must not in aggregate
exceed 10% of the shares in issue on the day on which
trading of the shares commence on the Main Board (i.e. not
exceeding 100,000,000 shares). Up to the date of this annual
report, no options have been granted under the Share Option
Scheme and thus the total number of shares available for
issue under the Share Option Scheme remained 100,000,000
shares, representing about 9.89% of the issued share capital
of the Company as at the date of the annual report.
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4. Maximum entitlement of each participant under the Share
Option Scheme: for any 12-month period, shall not exceed 1%
of the issued share capital of the Company for the time being.

5. Period within which the securities must be taken up under
an option: an option may be accepted by a participant within
21 days from the date of the offer of grant of the option. An
option may be exercised in accordance with the terms of
the Share Option Scheme at any time during a period to be
determined and notified by the Directors to each grantee,
which period may commence on a day after the date upon
which the offer for the grant of options is made but shall end
in any event not later than 10 years from the date of grant
of the option subject to the provisions for early termination
thereof.

6. The minimum period for which an option must be held before
it can be exercised: unless otherwise determined by the
Directors and stated in the offer of the grant of options to a
grantee, there is no such minimum period.

7. The amount payable on application or acceptance of the
option: a nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

8. Basis for determining the exercise price: such price will be a
price determined by the Directors, but shall not be less than
the highest of (i) the closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet on the date of
the offer of grant; (ii) the average closing price of the shares
as stated in the Stock Exchange’s daily quotations for the five
trading days immediately preceding the date of the offer of
grant; and (iii) the nominal value of a Share.

9. The remaining life of the Share Option Scheme: the Scheme
will remain in force for a period of 10 years commencing on
23 January 2010, being the date on which the Share Option
Scheme was adopted.

From the date of adoption of the Share Option Scheme and up to
31 December 2016, no share option has been granted or agreed to
be granted to any person under the Share Option Scheme.
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SHARE AWARD SCHEME IR 17 2R B =t &)

On 22 March 2012, the Board approved the adoption of the share RITE——F=ZfF-+_-_H EEFeHEFNRHDE
award scheme (the “Share Award Scheme”). EhEt & (TR D BEmEt &) -

1. Purpose of the Share Award Scheme: the purpose of the
Share Award Scheme is to recognise the contributions by
certain eligible persons and to give incentives thereto in
order to retain them for the continuing operation, growth and
development of the Group and to attract suitable personnel
for further development of the Group.

2. Operation of the Share Award Scheme: the Share Award
Scheme shall be administered by the Board in accordance
with the rules of the Share Award Scheme. The trustee
shall hold the shares and the income derived therefrom in
accordance with the terms of the trust deed.

The Board may select any grantee for participation in the
Share Award Scheme as a selected grantee (the “Selected
Grantee”) and determine the number of awarded shares and
inform the trustee and the Selected Grantee(s) accordingly.

The Board shall either before or after identification of the
Selected Grantee(s) (i) cause the Company to directly instruct
a licensed securities dealer to purchase the awarded shares
and settle payment for the awarded shares and deliver the
awarded shares to the trustee subsequently; or (ii) cause
to be paid to the trustee (either by way of contribution or
loan from the Company’s funds) (a) the sum of purchasing
the shares and the related purchase expenses or (b) the
nominal or such other amount required for the subscription
of the awarded shares by the trustee as soon as practicable
to purchase the awarded shares required (the “Reference
Amount”).

Within 30 business days on which the trading of the shares
has not been suspended (or such longer period as the Trustee
and the Board may agree from time to time) after receiving
the reference amount, the Board shall instruct the trustee
to apply the same towards the subscription of shares at the
benchmarked price as stipulated in the Listing Rules from
time to time or the purchase of the awarded shares from the
market during a specific period and at a specific price range
as instructed by the Company.

—E-RNFFERE

Befr ZEAT Sl 2 By RO B8 2B/ =
TBETAERALIFHZERMYHRER T
B BRBBRSEERAETEZREZE £
ERBERMN LW AEAS MARE — FH
PAREEER-

iy RE)FHE 2B R REAEBHESES
BB RETEIZHRNERE - RFEABRIEE
ARBGRFFEROD RBHLELE ZRA -

EEgnBEAARANREETEARA ([K
BEARAD B2 RBERN RBE S RORE R
BROEE  THEAEITEARLEBEARA -

EZeRNYERBEEARAZAE ZE  E() 1R
EARBERERHRESX S BB A LR
A B2 B A0 4808 15 3R AR S SR AR A X9 52
FEA (D) REEAITER TERABARFE
AEFOTELERZ T RAZEAXN (@) BA
B REREBER X 2 EML (b)) RIEARBE
BROMBEzZAENEMESE NEBAMTER
B (12E528]) -

REBm2ZeRRENIEEEETE 2 =+EZ
XARREARESTSARIHHE 2 REAHE
N EFTSRETIXEADARZELE UK
ERRAUARFTAZEEEBRRBBRD IR
EHREARARARE R ZEEEBREE HHE
BARERAD

BIRMRARBELZRERAT 71



REPORT OF DIRECTORS

EEEWSE

Awarded shares and related income held by the trustee
upon the trust and which are referable to a Selected Grantee
shall vest to that Selected Grantee on the vesting date.
The Board may also, in its absolute discretion, determine
the performance, operating and financial targets and other
criteria, if any, to be satisfied by the Selected Grantee before
the awarded shares can vest.

The trustee shall not be obliged to exercise any voting rights
and powers in respect of any shares held under the trust
(including but not limited to the awarded shares, the returned
shares, any bonus shares and scrip shares) until such shares
have been transferred to the relevant Selected Grantee.

Participants of the Share Award Scheme: any employee or
director (including, without limitation, any executive, non-
executive or independent non-executive directors) of any
member of the Group (the “Eligible Persons”).

Share Award Scheme limit: the Board shall not make any
further award of awarded shares which will result in the
number of shares awarded by the Board under the Share
Award Scheme representing in excess of ten per cent. of
the issued share capital of the Company as at the first date
of each financial year during the term of the Share Award
Scheme.

Maximum entitlement of each participant under the Share
Award Scheme: the maximum number of shares which may
be awarded to an award or awards to a Selected Grantee who
is an independent non-executive Director of the Company
at any one time shall not in aggregate exceed 0.1% of the
issued share capital of the Company as at the first date of
the relevant financial year of the Company and the aggregate
value of which shall not exceed HK$5,000,000 (based on the
closing price of the shares on the business day immediately
preceding the vesting date) as at the vesting date.

The maximum number of shares which may be subject to an
award or awards to any Selected Grantee at any one time
shall not in aggregate exceed 1% of the issued share capital
of the Company as at the first date of the relevant financial
year of the Company.
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6. The duration of the Share Award Scheme: subject to any
early termination of the Share Award Scheme as may be
determined by the Board, the Share Award Scheme shall be
valid and effective for a term of 10 years commencing on 22
March 2012.

From the date of adoption of the Share Award Scheme and up to
31 December 2016, no share has been awarded or granted to any
person under the Share Award Scheme.

ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURES

Save for the Share Option Scheme and Share Award Scheme, at
no time during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

INTEREST AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, so far as the Directors are aware, the
following persons or corporations (not being a Director or a chief
executive of the Company) have an interest or short position in the
shares and underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO or have
otherwise notified to the Company:

Shares of the Company
Name Capacity
ma/EB g4

Ms. Su Xing Fang
MAF L fiBER

Interest of spouse (note 1)

(Pi&EL)

Bournam Profits Limited Beneficial owner (note 2)
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Note:

1. Ms. Su Xing Fang is the spouse of Mr. Chen Chang. By virtue
of the SFO, Ms. Su Xing Fang is deemed to be interested in the
same number of shares in which Mr. Chen Chang is deemed to be
interested.

2. The entire share capital of Bournam is solely and beneficially owned
by Mr. Chen Chang. Mr. Chen is deemed under the SFO to be
interested in the 701,911,000 shares held by Bournam.

3. Bournam has pledged 480,000,000 shares of the Company,
representing 47.47% of total number of issued shares of the Company,
in favour of independent parties.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Company are set out in the Corporate Governance Report on
pages 78 to 94.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands.

COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”)
as set out in Appendix 10 to the Listing Rules. Following a specific
enquiry, all the Directors confirmed that they have complied with
the Model Code throughout the year ended 31 December 2016.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

Purchase of Spare Parts from EM i BT REKE R A 7
(Guangzhou City Pearl River Machine Tool Works Co., Ltd*)
On 4 December 2012, the Group entered into the spare parts
purchase agreement with &I 2RI # /R % B R ‘2 7] (Guangzhou
City Pearl River Machine Tool Works Co., Ltd.*) (“GZMT") for a
term of three years commenced on 1 January 2013 and ended
on 31 December 2015. On 4 December 2015, the parties entered
into a new spare parts purchase agreement to renew the terms
of the original spare parts purchase agreement for a further three
years. Pursuant to the spare parts purchase agreements, the
Group agreed to purchase spare parts of the machines used for
the manufacture and processing of steel pipes from GZMT, with
the annual cap for each of the three years ended 31 December
2015 being RMB28 million, RMB30 million and RMB32 million, and
the annual cap for each of the three years ending 31 December
2018 being RMB30 million, RMB32 million and RMB34 million
respectively (the “Proposed Annual Caps”). During the year ended
31 December 2016, the Group purchased spare parts from GZMT
of a total amount of approximately RMB8.12 million, which was
within the annual cap. Such spare parts purchase transactions
were conducted in the ordinary and usual course of business of
the Group and on normal commercial terms or on terms no less
favourable to the Group than those available to independent third
parties and in accordance with the purchase Agreement. Details
of the above transactions are set out in note 37 to the financial
statements.

GZMT is a limited liability company incorporated in the PRC and is
principally engaged in the manufacture and sales of machine tools.
GZMT is ultimately, wholly and beneficially owned by Mr. Chen
Chang, the controlling shareholder and chairman of the Company,
and is therefore an associate of Mr. Chen Chang and a connected
person (as defined in the Listing Rules) of the Company.

* Unofficial transliteration from Chinese name for identification purposes only.
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As the Group is involved in the manufacture and sales of welded
steel pipes and the provision of related manufacturing services, it
purchases spare parts of the machines used for the manufacture
and processing of steel pipes. Such spare parts were and will
be used by the Group as components for (i) the repair and
maintenance of its machines and production lines; and (ii) the
installation of new production lines and new production facilities.
Some of the spare parts are general accessory items and some
of them are required to be tailor-made, thus ancillary processing
work on the spare parts is required. The design of the spare parts
is provided by the Group. During the considerably long period of
purchasing spare parts from GZMT, GZMT have been a reliable
source of supply, in terms of being capable of providing spare
parts with the required technical and quality standards that suit the
Group’s needs and for keeping confidentiality of the design for the
spare parts provided by the Group.

The purchases of spare parts set out above constitute continuing
connected transactions for the Company under Chapter 14A of the
Listing Rules. In accordance with Rule 14A.34 of the Listing Rules,
as one or more of the applicable percentage ratios for the above
transactions are more than 0.1% but all are less than 5%, the
spare parts purchase transactions are only subject to the reporting
and announcement requirements set out in Rules 14A.71 to
14A.72 of the Listing Rules but are exempted from the independent
shareholders’ approval requirements and are subject to the annual
review requirement under Rules 14A.55 to 14A.56 of the Listing
Rules. Announcements were published on 4 December 2012 and
4 December 2015 regarding the above transactions in accordance
with the Listing Rules. The Company confirms that it has complied
with the relevant requirements under Chapter 14A of the Listing
Rules in so far as they are applicable.

The independent non-executive Directors have reviewed the
continuing connected transactions set out in note 37 to the financial
statements and have confirmed that these continuing connected
transactions were entered into (i) in the ordinary and usual course
of business of the Group; (ii) on normal commercial terms or on
terms no less favourable to the Group than terms available to
independent third parties; and (iii) in accordance with the relevant
agreements governing them on terms that are fair and reasonable
and in the interests of the shareholders of the Company as a
whole.
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The Directors had received a letter from Ernst & Young, the
auditors of the Company, confirming that the continuing connected
transactions (i) had received the approval of the Board; (ii) were in
accordance with the pricing policies of the Company; (iii) had been
entered into in accordance with the relevant agreements governing
the transactions; and (iv) had not exceeded the cap amount for
the financial year ended 31 December 2016 as set out in the
Company’s announcement dated 4 December 2015.

The net amount due from a related party of approximately
RMB86.8 million as at 31 December 2016 represented an advance
payment to GZMT for purchase of spare parts of the machines.
Such spare parts purchases will be made pursuant to the purchase
agreement.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the latest practicable
date prior to the issue of this report, the Company has maintained
the prescribed public float under the Listing Rules.

EVENTS AFTER THE REPORTING PERIOD

There are no significant events subsequent to 31 December 2016
which would materially affect the Group’s operating and financial
performance as of the date of consolidated financial statements.

AUDITORS

The Company has appointed Ernst & Young as auditors of the
Company for the year ended 31 December 2016. A resolution will
be proposed for approval by shareholders at the forthcoming AGM
to re-appoint Ernst & Young as auditors of the Company.

ON BEHALF OF THE BOARD

Chen Chang
Chairman
Hong Kong

31 March 2017
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The Board is committed to maintaining a good standard of
corporate governance practices and business ethics in the firm
belief that they are essential for maintaining and promoting
investors’ confidence and maximising shareholders’ returns.

The Company has adopted the code provisions in the Corporate
Governance Code (the "CG Code*) as set out in Appendix 14 to
the Listing Rules as its own code of corporate governance. The
Board considers that up to the date of this annual report, in the
opinion of the Board, saved as deviation from code provision A.2.1
(see section “Chairman and Chief Executive” below), the Company
has complied with the CG Code. The Company will continue to
enhance its corporate governance practices appropriate to the
conduct and growth of its business and to review its corporate
governance practices from time to time to ensure they comply
with the evolving regulatory requirements and to meet the rising
expectations of the shareholders and other stakeholders.

The following summarises the Company’s corporate governance
practices.

CORPORATE GOVERNANCE PRACTICES

(A) Board of Directors
Responsibilities and Delegation
The Board is responsible for the leadership and control of
the Company, overseeing the Group’s businesses, strategic
decisions, internal control, risk management systems,
monitoring the performance of senior management and
determining the policy for corporate governance. The
management is responsible for daily operations of the Group
under the leadership of the Chairman. The Directors have
the responsibility to act objectively in the interests of the
Company.

All Directors have carried out their 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 Board has delegated various responsibilities to the Board
committees including the Audit Committee, the Nomination
Committee and the Remuneration Committee. Further details
of these Committees are set out below in section B of this
corporate governance report.

The Company had arranged Directors and Officers Liability
Insurance for the Directors and Officers of the Company.
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Board Composition
The Board members during the year ended 31 December
2016 and up to the date of this report are as follows:

Executive Directors:

Mr. Chen Chang Chairman of the Board and
Chief Executive Officer,
Member of the Remuneration
Committee and Nomination
Committee

Ms. Chen Zhao Nian

Ms. Chen Zhao Hua

Independent Non-Executive Directors:

Mr. Chen Ping Chairman of the Nomination
Committee and Member of
the Audit Committee and
Remuneration Committee

Mr. See Tak Wah

Mr. Tian Xiao Ren

Chairman of the Audit Committee
Chairman of the Remuneration
Committee, Member of the Audit
Committee and
Nomination Committee

The Board currently comprises three executive Directors and
three independent non-executive Directors from different
business and professional fields. Mr. Chen Chang, Ms. Chen
Zhao Nian and Ms. Chen Zhao Hua are members of the same
family. Mr. Chen Chang is the father of both Ms. Chen Zhao
Nian and Ms. Chen Zhao Hua.

Save as disclosed, there is no other relationship among
members of the Board. The profiles of each Director and the
relationships among the Directors are set out in the "Profile
of Directors and Senior Management” section in this annual
report.

The Directors, including the independent non-executive
Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for
its efficient and effective delivery of the Board functions. The
number of independent non-executive Directors constitutes
more than one-third of the Board. A list containing the names
of the Directors and their roles and functions is published
on the websites of the Stock Exchange and the Company at
www.pck.com.cn.
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The Company has received annual confirmation from each of
the independent non-executive Directors of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all of the independent non-executive Directors
are independent.

Upon reviewing the directorships and major commitments
of each Director, and the attendance rate of each Director
at the meetings of the Board and its committees, the Board
is satisfied that all Directors have spent sufficient time in
performing their responsibilities during 2016.

Board Meetings and Board Practices

The Company has adopted the practice of holding Board
meetings regularly for at least four times a year at
approximately quarterly intervals. Ad-hoc meetings will also
be convened if necessary to discuss the overall strategy as
well as financial performance of the Group. Notice of Board
meeting is sent to all Directors at least 14 days prior to a
regular Board meeting. Reasonable notice will be given
to the Directors for ad-hoc Board meetings. Directors may
participate either in person or through electronic means of
communication.

Agenda and Board papers together with all appropriate,
complete and reliable information will be provided to all the
Directors at least 3 days before meetings. All the Directors
will be provided with sufficient resources to discharge their
duties, and, upon reasonable request, the Directors will be
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses. All Directors
will have the opportunity to include matters in the agenda
for Board meetings. The company secretary of the Company
is responsible for keeping the minutes of Board meetings
and meetings of Board committees. All minutes are open for
inspection by any Director at reasonable time on reasonable
notice.

For the financial year ended 31 December 2016, four Board
meetings were held.
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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. According to current Board practices, any
material transaction, which involves a conflict of interests for
a substantial shareholder or a Director, will be considered and
dealt with by the Board at a duly convened Board meeting.

Chairman and Chief Executive

The Company is aware of the requirement under paragraph
A.2.1 of the CG Code that the roles of chairman and chief
executive should be separated and should not be performed
by the same individual. The Company does not separately
have any officer with the title of “chief executive”. Mr. Chen
Chang, the Chairman and founder of the Group, is also
responsible for the leadership and effective running of the
Board, ensuring that all material issues are decided by the
Board in a conducive manner. The Board will meet regularly
to consider major matters affecting the operations of the
Group. The Board considers that this structure will not impair
the balance of power and authority between the Board and
the management of the Company. The roles of the respective
executive Directors and senior management, who are in
charge of different functions complement the role of the
chairman and chief executive. The Board is of the view that
this structure provides the Group with strong and consistent
leadership, facilitates effective and efficient planning and
implementation of business decisions and strategies, and
ensures the generation of shareholders’ benefits.

The Board shall nevertheless review the structure from time
to time to ensure appropriate move is being taken should
suitable circumstance arise.
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Appointments, Re-election and Removal of Directors
The Board is responsible for selection and approval of
candidates for appointment as Directors. The Company has
established a Nomination Committee on 22 March 2012. The
Nomination Committee is responsible for reviewing Board
composition including the board diversity policy, evaluating the
balance of skills, knowledge and experience of the Board and
making recommendations on the appointment of Directors.

Each of the executive Directors has renewed his/her service
contract with the Company for a period of three years
commencing from 1 February 2016. All of their appointments
are subject to retirement by rotation and re-election in
accordance with the Articles of Association of the Company.

Each of the independent non-executive Directors (except
Mr Tian) has been re-appointed for a term of two years
commencing from 1 February 2016, and are subject to
retirement by rotation and re-election in accordance with the
Articles of Association of the Company. Mr Tian Xiao Ren has
been re-appointed as independent non-executive Director for
a term of two years commencing from 1 August 2016, and are
subject to retirement by rotation and re-election in accordance
with the Articles of Association of the Company.

The Nomination Committee has reviewed the re-appointments/
appointment of both executive Directors and independent
non-executive Directors and recommended to the Board of
Directors for decision.

In accordance with the Company’s Articles of Association, all
Directors shall be subject to retirement by rotation at least
once every three years and any new Director appointed to fill
a causal vacancy shall submit himself/herself for re-election
by shareholders at the first general meeting after appointment.
In accordance with the Articles of Association, Ms Chen Zhao
Hua and Mr See Tak Wah will retire and, being eligible, will
offer themselves for re-election at the forthcoming AGM of the
Company.
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Training Induction and Continuing Development of
Directors

The Directors have endeavoured to keep abreast of the
changes in their responsibilities as a Director and of the
business activities and development of the Company.

Each newly appointed Director receives formal, comprehensive
and tailored induction on the first occasion of his/her
appointment to ensure appropriate understanding of the
business and operations of the Company and full awareness
of director’s responsibilities and obligations under the Listing
Rules and relevant statutory requirements.

Directors are continually updated on developments in the
statutory and regulatory regime and the business environment
to facilitate the discharge of their responsibilities. The
Directors have provided to the Company their records of
continuous professional development during the year ended
31 December 2016.

During the year ended 31 December 2016, all Directors
attended seminars and training courses in relation to
corporate governance, Listing Rules update or financial
markets update arranged by professional firms/institutions.
Records of continuing professional development have been
maintained by the company secretary. Besides, the company
secretary also conducted briefings on corporate governance,
directors’ duties and responsibilities and provided materials
for Listing Rules amendments to all Directors for their
reference.

Model Code for Securities Transactions

The Company has adopted the Model Code by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules. Following a specific enquiry, all the
Directors has confirmed that they have complied with the
Model Code throughout the year ended 31 December 2016.

When the Company is aware of any restricted period for

dealings in the Company’s securities, the Company will notify
its Directors in advance.
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Non-Competition Undertakings

The independent non-executive Directors have also reviewed
the confirmation given by Mr Chen Chang and Bournam, being
controlling shareholders of the Company, in respect of each
of their compliance with the non-competition undertakings as
disclosed in the prospectus of the Company dated 28 January
2010.

Board Committees

The Board has established three committees, namely the
Audit Committee, Nomination Committee and Remuneration
Committee, for overseeing particular aspects of the
Company’s affairs. All Board committees of the Company
are established with defined written terms of reference. The
terms of reference of the Board committees are posted on the

websites of the Company and the Stock Exchange.

The majority of the members of each Board committee are
independent non-executive Directors.

Board committees 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 expense.

Audit Committee

The audit committee of the Board (the “Audit Committee”)
consists of three independent non-executive Directors, namely
Mr Chen Ping, Mr See Tak Wah and Mr Tian Xiao Ren.
Mr See Tak Wah is the Chairman of the Audit Committee.
The primary duties of the Audit Committee are to review and
supervise the financial reporting process and the internal
control and risk management procedures and systems of our
Group. The Audit Committee has reviewed the Company’s
audited consolidated financial statements for the year
ended 31 December 2016 and the condensed unaudited
consolidated interim financial statements for the six months
ended 30 June 2016, including the accounting principles and
practices adopted by the Company and the Group.

(B)
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The main duties of the Audit Committee include the following:

. To review the financial statements and reports and
consider any significant or unusual items raised by the
internal auditor or external auditors before submission to
the Board;

. To review the relationship with the external auditors
by reference to the work performed by the auditors,
their fees and terms of engagement, and make
recommendations to the Board on the appointment,
re-appointment and removal of external auditors; and

. To review the adequacy and effectiveness of the
Company’s financial reporting system, risk management
and internal control systems and associated procedures.

The Audit Committee held four meetings during the year
ended 31 December 2016, of which two meetings with
external auditors’ presence, and all members of the Audit
Committee attended all meetings. At the meetings, it reviewed
the financial reporting and compliance procedures, the report
of the internal auditor on the Company’s internal control
and risk management systems and processes, and the
re-appointment of the external auditors. No major issue on the
internal control system of the Group has been identified.

The Company had established a whistleblowing policy
and system for employees to raise concerns of possible
improprieties where all concerns are addressed to the Audit
Committee.

The Company’s annual results for the year ended 31

December 2016 and interim results for the six months ended
30 June 2016 have been reviewed by the Audit Committee.
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Nomination Committee

The Company recognises the benefits of a board that
compose of a balance of skills, experience, expertise
and diversity of perspectives appropriate to the business
development of the Company. The Board has adopted a
board diversity policy in 2013. The Board has reviewed
its composition and considered a number of aspects,
including gender, age, educational background, professional
experience, skills, knowledge and length of service in
accordance with its board diversity policy. The Board consider
that the existing board composition is well diversified and
appropriate to the business development of the Company.

The Company established the Nomination Committee on 22
March 2012 in compliance with Appendix 14 to the Listing
Rules. The Nomination Committee consists of three members,
namely Mr Chen Ping, Mr Tian Xiao Ren and Mr Chen Chang.
Mr Chen Ping is the chairman of the Nomination Committee.
The majority of them are independent non-executive Directors.

The primary functions of the Nomination Committee are
to review and monitor the structure, size and compaosition
(including the skills, knowledge and experience) of the
Board to complement the Company’s corporate strategy and
make recommendations to the Board on matters relating
to the appointment or re-appointment of Directors and
succession planning for Directors, assess the independence
of independent non-executive Directors, and review the board
diversity policy and review the measurable objectives that the
Board has set for implementing the board diversity policy, and
the progress on achieving the objectives.

During the year and up to the date of the annual report,
the Nomination Committee has reviewed the composition
of the Board and made recommendations to the Board for
the re-appointment of Directors and succession planning for
the chairman, assessed the independence of independent
non-executive Directors and reviewed the board diversity
policy determined the policy for nomination of directors,
nomination procedure process and criteria to select and
recommend candidates.

The Nomination Committee held one meeting during the year
ended 31 December 2016 and all members of the Committee
attended the meeting.
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Remuneration Committee

The Remuneration Committee consists of three members,
namely Mr Chen Ping, Mr Tian Xiao Ren and Mr Chen Chang.
Mr Tian Xiao Ren is the chairman of the Remuneration
Committee. The majority of them are independent
non-executive Directors.

The primary functions of the Remuneration Committee are
to make recommendations to the Board on the remuneration
of our Directors and senior management and determine
on behalf of the Board specific remuneration packages
and conditions of employment for our Directors and senior
management. Remuneration will be determined by reference
to the duties and level of responsibilities as well as market
practice and conditions. None of the Directors themselves
approve their own remuneration.

During the year and up to the date of the annual report,
the Remuneration Committee has reviewed the Group’s
remuneration policy, assessed the performance of executive
Directors and reviewed the remuneration package of
the executive Directors and senior management and
recommended to the Board on the remuneration packages of
the executive Directors and senior management.

For the year ended 31 December 2016, one meeting of the
Remuneration Committee was held and all members attended
the meeting.

Corporate Governance Function

The Board is responsible for performing the corporate
governance duties of the Company. Terms of reference
adopted by the Board include the duties of the Board on
corporate governance functions to develop and review the
Group’s policies and practices on corporate governance, to
review and monitor the training and continuous professional
development of the Directors and the senior management
and to review the Group’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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The attendance of individual members of the Board and other
Board Committees meetings for the financial year ended 31
December 2016 is set out in the table below:

AGM
RRBF
V-1
Executive Directors HWES
Mr Chen Chang BRELE (EELTE)

(Chairman of the Board) 11
Ms Chen Zhao Nian BkEZL n
Ms Chen Zhao Hua BkE L+ n
Independent Non-executive BUFATES

Directors
Mr Chen Ping R k& 1n
Mr See Tak Wah ikt 11
Mr Tian Xiao Ren AEgLE n

Chairman of the Board had a meeting with the independent
non-executive Directors without the presence of other
Executive Directors (save as the chairman himself) during the
year ended 31 December 2016.

Accountability and Audit

Financial Reporting

The Board, supported by the chief financial officer and the
finance department of the Group, is responsible for the
preparation of the financial statements of the Company and
the Group. In the preparation of financial statements, IFRSs
have been adopted and the appropriate accounting policies
and statutory requirements have been consistently complied
with. The Board aims to present a clear and balanced
assessment of the Group’s performance in the annual and
interim reports to the shareholders, and make appropriate
disclosure and announcements in a timely manner.
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Directors’ Responsibility on the Financial Statements
The Directors are responsible for overseeing the preparation
of financial statements for the year ended 31 December 2016
with a view to ensuring that such financial statements give
a true and fair view of the state of affairs of the Group and
of the results and cash flows for that period. The Company’s
accounts are prepared in accordance with all relevant
statutory requirements and suitable accounting standards.

The Directors are responsible for ensuring that appropriate
accounting policies are selected and applied consistently;
judgements and estimates made are prudent and reasonable;
and the financial statements are prepared on a going concern
basis.

Management had provided monthly updates to Directors for
giving a balanced and understandable assessment of the
Company’s performance, position and projects to enable the
Directors to discharge their duties.

Independent Auditors

During the year ended 31 December 2016, the remuneration
paid or payable to the independent auditors, Ernst & Young,
for services rendered is broken down below:

IR

Audit services
Non-audit services (note)
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PB4 T

2016
—

RMB’000
AR®TR

4,000
520

Total &5

4,520

Note:Non-audit service was related to the issue of comfort letter
for the circular — issued on 9 January 2017 in respect of very
substantial acquisition.

The Audit Committee will recommend the re-appointment of
Ernst & Young for audit service, and consider the engagement
of the non-audit services to ensure the independence and
objectivity of audit service.
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(D) Internal Controls

(E)

The Board has overall responsibilities for maintaining a
sound and effective internal control system of the Group. The
Company has an internal audit department to ensure effective
internal control system of the Group. The Group’s system
of internal control includes a defined management structure
with limits of authority, and is designed to help the Group
achieve its business objectives, safeguard its assets against
unauthorised use or disposition, ensure the maintenance
of proper accounting records for the provision of reliable
financial information for internal use or for publication, and
ensure compliance with relevant laws and regulations. The
system is designed to provide reasonable, but not absolute,
assurance against material misstatement or loss, and to
manage rather than eliminate risks of failure in the Group’s
operational systems and in the achievement of the Group’s
business objectives.

The Board has reviewed the internal audit report on
quarterly basis and assessed the effectiveness (according
to its magnitude and significance) of the Group’s internal
control system which covered all material controls, including
financial, operational and compliance controls as well
as risk management functions during the year ended 31
December 2016. No major issue was raised which may affect
shareholders.

The Company has internal procedures on reporting
and disseminating inside information and maintaining
confidentiality.

Company Secretary

The Board appoints its Company Secretary in accordance
with the Company’s Articles of Association and in compliance
with the requirements of the Listing Rules. Biographical
details of the current Company Secretary is set out in the
section headed “Directors and senior management” on page
54 to 63 of this annual report. The Company Secretary has
complied with the professional training requirement as set out
in the Rule 3.29 of the Listing Rules during the year ended 31
December 2016.

(D) mEpEEE

(E)
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(F) Shareholders’ Rights (F) BRERRER

The Board welcomes shareholders to present their views
and shareholders may at any time submit their questions
and concerns about the Group. Enquiries may be put to the
Board by contacting the Company Secretary through our
shareholders’ email at ir@zhujiang.com.hk. Shareholder(s)
holding not less than one-tenth of Company’s paid-up capital
may request the Board to convene an extraordinary general
meeting. The objects of the meeting must be stated in the
related requisition deposited at the Company’s registered
office and addressing to the Company Secretary at the
Company’s principal place of business in Hong Kong. The
extraordinary general meeting will be held within 2 months
after the deposition of such requisition.

Procedures for a shareholder to propose a person for
election as a Director

Subject to the laws and the provisions of the Company’s
Articles of Association, the Company may from time to time
in general meeting by ordinary resolution elect any person to
be a Director either to fill a casual vacancy or as an additional
Director. A shareholder may propose a person for election as
a Director by lodging the following documents to the Board
or Company Secretary at our Hong Kong office at Room 1,
15/F., Tower 3, China Hong Kong City, 33 Canton Road,
Tsim Sha Tsui, Kowloon, Hong Kong: 1) a notice in writing
of the intention to propose that person (with full name and
biographical details as required by Rule 13.51(2) of the Listing
Rules) for election as a Director; and 2) a notice in writing
by that person of his willingness to be elected as a Director.
Such notices shall be lodged at least 7 clear days before the
date of the general meeting and the period for lodgement of
such notices shall commence no earlier than the day after the
dispatch of the notice of the general meeting appointed for
such election and shall be at least 7 clear days in length.

To safeguard shareholder interests and rights, a separate
resolution is proposed for each substantial separate issue
at shareholder meetings, including the election of individual
Directors.

All resolutions put forward at shareholder meetings will be
voted on by poll pursuant to the Listing Rules and poll results
will be posted on the websites of the Company and of the
Stock Exchange after each shareholder meeting.
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G) REEBARERRNEBER

(G) Investor Relations and Communication With

Shareholders

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company also recognises the importance
of transparency and timely disclosure of corporate information,
which will enable shareholders and investors to make the best
investment decisions.

To promote effective communication, the Company
maintains a website at http://www.pck.com.cn or
http://www.pck.todayir.com, where up-to-date information
and updates on the Company’s business operations and
developments, financial information, corporate governance
practices and other information are posted. A shareholder
communication policy is in place to ensure that shareholders
are provided with ready, equal and timely access to
information of the Company. The policy is available on the
Company’s website.

The Company endeavours to maintain an on-going dialogue
with its shareholders and in particular, through AGMs or other
general meetings to communicate with the shareholders.
Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at meetings
for and on their behalf. The chairman of the Board as well as
the chairman of the Audit Committee, Nomination Committee
and Remuneration Committee will make themselves available
at the AGM to meet with the shareholders.

The forthcoming AGM of the Company will be held on 23 June
2017. The notice of AGM will be sent to shareholders at least
20 clear business days before the AGM.

The Company attended conferences, roadshows and media
interviews to keep shareholders and potential investors
informed of the latest development of the Group. The head
of investor relation will be the primary contact point for
communications with investors and analysts.

The Company will continue to maintain an open and effective
investor communication policy and to update investors on
relevant information on the Group’s business in a timely
manner, subject to relevant regulatory requirements.
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Memorandum and Articles of Association

There was no change in the constitutional documents of
the Company during the year. The latest version of the
Memorandum and Articles of Association of the Company is
posted on the Company’s website.

2016 Annual General Meeting

The Board is committed to the constructive use of the AGM
as a forum to meet shareholders. The chairman and the
chairman of the Audit Committee, Remuneration Committee
and Nomination Committee and the external auditors attended
the 2016 AGM.

At the 2016 AGM, the Company proposed separate
resolutions on the issues considered. Resolutions passed
at the 2016 AGM were as follows: (i) received the audited
consolidated financial statements for the year ended 31
December 2015 together with the reports of the Directors and
auditors of the Company; (ii) re-elected of Mr Chen Chang
as executive Director and Mr Chen Ping as independent
non-executive Director and authorised the Board to fix the
Directors’ remuneration; (iii) reappointed Ernst & Young as
auditors of the Company and authorised the Directors to
fix its remuneration; (iv) approved a general mandate for
the Directors to allot and issue of new shares of an amount
not exceeding 20 per cent of the issued share capital of
the Company as at the date of the 2016 AGM; (v) approved
a general mandate for the Directors to repurchase shares
of an amount not exceeding 10 per cent of the aggregate
nominal amount of the Company’s issued share capital as
at the date of the 2016 AGM; (vi) extension of the general
mandate granted to the Directors of the Company to allot,
issue, and deal with additional shares in the share capital
of the Company by an amount not exceeding the amount
of the shares repurchased by the Company. All resolutions
were passed by way of a poll conducted by the Company’s
registrar. The poll voting results of the 2016 AGM were
available on the Company’s website.
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(H)

2017 Annual General Meeting

The annual general meeting (“AGM”) of the Company will
be held at 7th Floor, W Hong Kong Hotel, 1 Austin Road
West, Kowloon Station, Kowloon on Friday, 23 June 2017 at
11:00 a.m.

All shareholders are encouraged to attend the 2017 AGM and
exercise their rights to vote. Shareholders are invited to ask
questions relating to the business of the meeting. Details of
the resolutions to be considered in the 2017 AGM will be set
out in a circular to be sent out to shareholders together with
the 2016 annual report.

Others

Share Interests of Senior Management

As confirmed with the senior management of the Company,
they did not hold shares of the Company as at 31 December
2016.

Sufficiency of Public Float
The Company has maintained the prescribed public float
under the Listing Rules as at 31 December 2016.

(H)
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The Group cares about the community and adheres to an
ingrained culture of fulfilling its social responsibilities by giving a
much-needed boost to the environment in Guangdong Province,
China and other regions in which it operates.

I. WORKING ENVIRONMENT

The Group has complied with the laws and regulations
and adopted the Health Safety and Environmental (“HSE”)
management policy, in an effort to prevent pollution, to ensure
people’s health and safety, and to promote sustainable
development. Our target is to achieve zero accidents, zero
injuries and zero losses in order to meet the international HSE
management standard.

As at 31 December 2016, the Group had 2,100 employees.

The Group’s employees reside in the neighbourhood areas.
Within our plant zone, there are gardening landscape, fish
ponds and recreational facilities, which offer a comfortable
environment and a sports ground for our employees.

Occupational Safety

We have adopted the HSE risk identification, risk assessment
and control procedures to manage our occupational safety
risk. The Group’s management is responsible for organising
periodic risk identification and evaluation exercises, and
is responsible for sorting, aggregation and distribution of
relevant information, which includes the identification of risk
factors for occupational safety and health, risk assessment on
operating conditions, possibility of accidents, the formulation
of operational control procedures, contingency plans, safety
level standards, as well as training and education issues.

The Group has kept records and documents relating to risk
management, including the “Control procedures of the new,
rebuilding and extension projects”, “Risk sources identification
and risk evaluation form” and “List of major risks” for staff

reference.

The Group always finds great importance to occupational
safety and regularly provides training for staff. In 2016,
the Group hosted trainings and rehearsals in productions
bases for fire alert, so as to enhance safety awareness
and emergency response, and held hazards identification
programs and assemblies of risk management activities.
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Staff Development and Training

Through meetings, trainings and notifications on notice
board, the Group promotes its safety philosophy and amiable
working environment among various departments and teams.
We offer our employees access to learning and understanding
about the Group, so that each employee and contractors
of the Group or visitors can recognize their responsibilities
and obligations in the aspect of improving the environment
and enhancing occupational health and safety performance.
We make great efforts on improving the environment and
occupational safety.

Our adherence to the HSE management policy is a testimony
of the greatest commitment of the Group towards the
environment and occupational health and safety. This policy is
available for review by employees at any time. In the year, the
Group further improved site management level, achieved the
goal of dedicated management, and further promoted the 6S
management model in the company. Project meetings were
kicked off in the production site of Panyu, Zhuhai, Jiangyin,
and Lianyungang.

The Group endeavours to enhance the skills of each
employee in various aspects by providing staff trainings,
which include the “Weekly Star” and “Weekly Talk”. A wide
array of training courses are provided for employees to
strengthen their work-related knowledge and skills. Also, the
Group hosted an “advanced employee’s election”, whereby
each of the employees obtaining a certificate of honorary was
offered an outdoor training opportunity. To enable excellent
employees to take up management positions and to bolster
our team’s management capabilities, the Company also
organised the “team leader for production and management
training” courses during the year.

The Group engaged with the labour union to further promote
spiritual positive energy with various social activities.
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To reinforce the employees’ sense of belongings to the Group,
a wide range of sport events are provided by the Group for its
employees every year, including basketball and table tennis
contests, etc. In addition, we have provided activities that are
of educational significance and served to enhance the work
performance of our employees, including the “Business Oral
English”, “Training and Assembly for Fire”, “Sales Training”,
“Joint Training and Team Building Program for Financial
Department”, and “Annual Sales Meeting”, etc.

We encourage our employees to take an active part in local
community activities, including the “Green Enterprise Cup”
Table Tennis and Badminton Tournament of Panyu District
Youth Entrepreneur Association and the private enterprises
working concern group activities.

Staff Code

The staff code of the Group is prepared and based on the
PRC labour law and is in line with the national standards of
the PRC. The Group has also been providing its staff with
guidance in accordance with the national legislation.

ENVIRONMENTAL PROTECTION

Emission reduction mechanism

The Group remains focused on environmental protection.
Our production bases are featured with high-end sewage
treatment equipment. Sewage will be treated before recycling
and discharge. All of the Group’s production bases are
equipped with complete ventilation facilities. We also installed
built-in fan to reduce the air pollution caused during the
process of our production.

Use of materials

We endeavour to calculate the amount of materials needed
for our production based on the principle of minimizing surplus
materials. In addition, the Group puts in place a scrap metal
recycling mechanism to sell the wasted steel produced in our
process of production to recycling companies.
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WORKING OPERATION
Supply chain management

The Group has maintained proven track records of high
production efficiency and timely delivery. We have established
deep and cordial relationships with our suppliers. The
Group keeps a list of qualified suppliers, whose appraisal is
based on their track record of compliance with international
standards and the Group’s past cooperation relationship
with them. To improve logistics efficiency, the Company has
established a self-operated wharf in the Zhuhai production
base and formed a joint venture company to construct and
operate a port in Lianyungang production base for the delivery
of steel products and the receipt of raw materials.

Product quality

With its state-of-art technology, equipment, management and
well-established reputation, the Group is dedicated to the
provision of high-quality products and services that satisfy
customers’ needs. Our product quality has met a number
of international standards. We are also the only domestic
welded steel pipe manufacturer being granted five national
honors, namely the “Superior Quality Award for Actual
Quality of Metallurgical Products”, “Gold Cup Prize for Actual
Quality of Metallurgical Products”, “High and New Technology
Enterprise”, “National Recognized Enterprise Technology
Center”, and National Key New Products and hosts a
“Academician Workstation”. We are the main drafter of the
national standard for longitudinal welded steel pipes in China.
Meanwhile, with the setting up of the “Post-doctoral Research
Station” and “Academician Workstation”, the Company
strives to further enhance its product quality and extends the
application of its products.
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The Group strictly upholds the ISO9001 quality management
system. With the use of advanced testing equipment, and the
conduct of on-line and off-line testing as well as mechanical
and chemical properties testing, we inspect the products at
each production process stage in accordance with the best
product quality requirements through a myriad of tests, such
as steel ultrasonic testing, ultrasonic welding detection, weld
X-ray inspection system, hydrostatic testing and flattening
test. Upon obtaining post-test data, we will make a rigorous
analysis on product quality, so as to ensure that each product
meets customer requirements. We have built a testing
center in compliance with the national standards, and the
center has been recognised by China National Accreditation
Service for Conformity Assessment (CNAS). The Group’s
testing center is equipped with a wide variety of laboratory
equipment, including universal materials testing machine, low
temperature impact material testing machine, drop weight
tear test (DWTT) machine, hydrogen induced cracking (HIC)
testing, sulfide stress corrosion cracking (SSC), crack tip
opening displacement (CTOD) test, computer-controlled
chemical composition vacuum direct reading spectrometer
and microscope. Achieving six standards, our measuring
chamber has passed through the 1SO10012:2003 AAA
measurement management system certification. This proves
that our measuring instruments are of high qualification
and effectiveness. The Group’s testing centre has passed
the “National safety quality standardisation” and obtained
the “TUV SUD Metal Materials Laboratory Accreditation
Certificate”. Our products, an unfailing symbol of quality,
are blessed with unparalleled reputation in the international
market under the “PCK” brand.

Anti-corruption

The operation of various departments of the Group is
in conformity with legal regulations and legislations. We
have established a whistle blowing policy, which enables
our employees to express their views to the management
anonymously.
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IV. CONTRIBUTION TO THE COMMUNITY V. EEHE

The Group has been playing an active role in charitable
activities in Panyu, Guangdong Province, China and other
regions in which we operate. During the year, with the
organisation of a couple of educational, sports, cultural
and charitable activities, we promoted the exuberance
of Guangzhou City, thus enhancing foreign interest in
Guangzhou and fostering urban development. These activities
included:

. Panyu District “PCK Cup” 1st, 2nd, 3rd and 4th Table
Tennis Contest

. Zhujiang “PCK Cup” 1st and 2nd World Go Team
Championships

. “Golden Dragon City Cup” 1st, 2nd and 3rd Dragon
Boats Championships

In addition, the Group also participated in the assessment by
the government and other organisations. During the year, we
participated in:

. “Panyu District Mayor Quality Award Assessment
Management Approach” granted with the Quality Award
by the provincial government

. “Guangdong Enterprise with integrity” (obtained the
award 21 years continually)

The Group has also encouraged its employees to actively
participate in community activities in Guangdong Province,
including:

. Participating the seventh “Guangzhou’s Mayor Cup” for
table tennis tournament sponsored by Chu Kong Steel
Pipe Group

. Joining the photographic contest arranged by the district

. Participating the “Charity Hiking” activity arranged by the
City of Guangzhou
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«  Arranging a “Paternity Day” on the Nation’s Day o [HREMEMR HFRIT] —HRIMERERT
CEIA=!

«  Arranging the “Mid-Autumn Celebration” activity o [BEPN] ERRIED

« Joining the “International Dragon Boat” competition o RBEINIEIEEERN] BFE

arranged by the City of Guangzhou

«  Participating in the Charity Projects of Guangzhou e BMNmZtERME R mIEHR
Association of Women Entrepreneurs

Charity Fund ZEES

In April 2013, the Group established a charitable fund, named RZE—=FOA A5SEERUEEELER
as the “Chu Kong Steel Pipe Group Co., Ltd. — Blessing (I EECEAERAR—FRES| BEHE
Charity Fund”, aiming to improve the living environment of BHIBBRINZRELETRE B EFRIBH
single mothers and orphans and assisting single mothers for KB o

seeking job.
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/ Ernst & Young

22/F CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

Tel: +852 2846 9888

Fax: +852 2868 4432

www.ey.com

To the shareholders of Chu Kong Petroleum and Natural Gas
Steel Pipe Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Chu
Kong Petroleum and Natural Gas Steel Pipe Holdings Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages
111 to 226, which comprise the consolidated statement of financial
position as at 31 December 2016, and the consolidated statement
of profit or loss, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2016, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting
Standards Board (“IASB”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group
in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

RAEAEBAH
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E5E | +8522846 9888
fEH : +8522868 4432
www.ey.com
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MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2.1 in the consolidated financial
statements, which indicates that the Group incurred a net loss of
RMB1,498,998,000 during the year ended 31 December 2016 and,
as of that date, the Group’s current liabilities exceeded its current
assets by RMB2,724,055,000. As stated in note 2.1, these events
or conditions, along with other matters as set forth in note 2.1,
indicate that a material uncertainty exists that may cast significant
doubt on the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the Material
uncertainty related to going concern section, we have determined
the matters described below to be the key audit matters to be
communicated in our report.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial
statements.

—E-RNFFERE

RBRRCERBZERTHBRER

EERFBEIGEMBHREMT2.1 EIERBET
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Key audit matter

HREEREE

How our audit addressed the key audit matter

EENBRNMEERARERSER

Estimation of fair value of investment property

REYFEZ 2N FERGE

The Group has one commercial property in Mainland China.
Such investment property is measured at fair value and its
carrying amount was RMB1,138,221,000 as at 31 December
2016.
EEERPEANME -—EERADE- R -_T—RF+_-_A=+—
H ZREVENATEFEE FREREVENEELBELAR
#1,138,221,0007T °

Significant estimation and judgement are required by
management to determine the fair value of the investment
property. To support management’s determination of the
fair value, the Group engaged an external valuer to perform
valuations on the investment property at the end of the
reporting period.
EREANETREMENATFEFLEZMARAE - RED
EEEREATE BESEEFISBHEMNRNREBREKRE
MEEITIEE -

The accounting policies and disclosures for the estimation of
fair value of investment property are included in notes 2.4 and
14 to the consolidated financial statements.

RREWEZ ATEBGTHNGABRERBEERNGE M B RE
PMiEE2.45%14 o
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Evaluated the objectivity, independence and
competency of the valuer;

AHEBEMNERE BYEREED:

Involved our internal valuation specialists to assist us
to assess the methodologies and assumptions adopted
in the valuation for estimating the fair value of the
investment property and performed benchmarking of
the market value of investment property held by the
Group to other comparable properties; and
BEANDEEER B BRMAFEEEREDERTE
KRBT ERRR T EXEEBRENREME
MGEEREMAIE LR EETEELER &

Assessed the sufficiency of disclosures about
investment property.

FHEEEREYEREN TR -
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Key audit matter

HREEREE

How our audit addressed the key audit matter

EENBRNMEERARERSER

Impairment of long term assets

R EEZ B E

As at 31 December 2016, the market capitalisation of the
Group accounted for 44% of the carrying amount of its net
assets before the impairment of long term assets. The decline
in the revenue and operating losses in the Group’s steel pipes
segment in the past few years is the factor which heightens
the risk of impairment associated with the Group’s long term
assets, including property, plant and equipment, prepaid
land lease payments, goodwill, and an investment in a joint
venture. Management measured the recoverable amounts of
the long term assets which are the higher of the respective
cash-generating units’ (“CGU”) fair value less costs of disposal
and their value in use. Recoverability of the CGU is dependent
on macroeconomic assumptions about future demands of steel
pipe products, discount rate and exchange rates as well as
internal assumptions related to future production levels and
operating costs. These estimates are particularly significant
due to the uncertain economic outlook, product price volatility,
forecasted future production and market demand. The outcome
of impairment assessment can vary significantly when different
assumptions are applied.

RZE-—R"F+ZA=+—H BEEWEGEFEE (1K
REOEEREN REEBEZ4% BEAHEF ELEHEES» A
WHTERIMEEZEEERDREMER E£ERHEE(E
FEYE -BMERZE BNLHES BEARR-—B&E Q7
ZEREB)FERB AR - ERENERReELAEN ([ReE
GEMNDNZATERBERAAREERBEMER RS &
TERRKEFE 2B EEBA 2 A BT TR FHE EmK
REBK BB EREERARERREEKRKEREERNETBE@A LA
BEIXEZELCBERIME-BRRBERN S EmERKD
BARREERTSBRIEE ZEFELREZ - HENGEZ
HRAEERERATRAMEMERNBEZER -

The accounting policies and disclosures for the impairment of
long term assets are included in notes 2.4, 12 and 17 to the
consolidated financial statements.
BHERPEEMENSHBEE RBEEHN G B RKIT2.4
125217 -

—E-RNFFERE

Reviewed management’s impairment assessment of
the CGU by comparing the carrying values of the long
term assets, the fair value less costs of disposal and
their value in use, assessed the assumptions and
methodologies (long term growth rate, budgeted prices
based on market trend and budgeted sales quantity
based on the existing production capacity) adopted
by management, involved our valuation specialists to
assist us in evaluating the discount rate;
FRAKRRPEECREE AFEREEXNARAE
REEENEEEURBRELBLML 2 RER G T
ERERAzZRERATEZ(RBAERX EXMmEBEY
EE HEBRRANRB AERETE CHNHEE) B
BEEERBHE ST EAMIRE:

Paid specific attention to the forecasts used with
respect to future revenues and operating results by
comparing the forecasts with the historic performance
of the respective CGUs and the business development
plan; and

FEREEARERReEABN CBERAREBER
SEETER BRI ERR KRG REEXEMAB 2
TR &

Assessed the adequacy of disclosures about
impairment in the consolidated financial statements.

G MBEBRERAZEERERENTR L
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Key audit matter

HREEREE

How our audit addressed the key audit matter

EENBRNMEERARERSER

Impairment provisions for trade receivables

B 5 EWAR 52 B B

As at 31 December 2016, the Group had trade receivables of
RMB595,779,000, of which a balance of RMB228,385,000 was
aged over one year, accounting for 38% of the total balance of
the trade receivables.

RZEBE-—RET_HA=+—H EBE5EEEFEKERARE
595,779,0007T  E A 4 #4 AR 228,385,000 T K AR Be R 18 — & -
158 5 U BR TR EREV38% -

The determination as to whether a trade receivable is impaired
involves significant management’s judgement. Specific factors
which management would consider include the age of the
balances, existence of disputes, past collection history and
other available information concerning the creditworthiness
of counterparties. Management uses such information to
determine whether any objective evidence of impairment exists
for trade receivables and whether a provision for impairment is
required.

BEEHRWERSDEERAESREBREELERHE B
EEENAERZBEAREKR EE5FEAMY  BEEKRLE
NEESHEMEAYEFHERONEN -BEEMNA L& B
FTEHRUWEREEFERENTERE UREEFTEAREM
BB

The accounting policies and disclosures for the impairment
provision for trade receivables are included in notes 2.4 and 22
to the consolidated financial statements.
ERESRWEFRZ REEB s TR RBERHNEAMB
WmEME2.4%22 -
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Tested the Group’s controls over the receivables
collection processes;

AE EREHERFOREMES

Reviewed the Group’s assessment of the impairment
provision at the end of the reporting period by checking
the correctness of the ageing of the trade receivables,
the repayment history of the debtors and the future
repayment plan for the overdue receivables;
FRREBEIRBERNIRRES ER EHBANER
MER A K B W R R R B RGTB) Ie BE&HE
P B R S RU(E B B P R BT Ak

Obtained direct external confirmations for samples of
trade receivable balances; and
E D REUR R R ARG ERINERR &

Checked bank receipts for the settlements of trade
receivables made subsequent to the year end.
WMEFHEBNEE G RBEREFTNRTIR -
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee

in discharging their responsibilities for overseeing the Group’s
financial reporting process.
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AUDITOR’'S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’'s report that includes our opinion. Our report is
made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

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

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

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

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

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

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

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

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

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’'s report unless law or regulation
precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Hui Kin Fai, Stephen.

Ernst & Young

Certified Public Accountants
Hong Kong

31 March 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

rt|/_\ = N7
2 N =] Eﬁ

Year ended 31 December 2016 &%

E—RE+A=+—HLEE

2016 2015
—E-KF —E-LF
Notes RMB’000 RMB’000
B 5 AREBT ARBFT
REVENUE A 5 1,443,487 2,539,178
Cost of sales SHERK A (1,361,900) (2,131,965)
Gross profit E A 81,587 407,213
Other income and gains g PN 5 37,564 29,221
Selling and distribution expenses HERDHERAX (144,423) (171,695)
Administrative expenses THEA (470,977) (439,991)
Exchange loss, net lEREE FR (86,417) (53,558)
Finance costs Bl & B AR 7 (237,142) (237,111)
Impairment of property, plant and equipment %« Bi/&= K& R & A ML 2
and goodwill A (516,250) -
Other expenses HihE A (105,283) (17,469)
Fair value gains on investment property wEMEQNFENE 14 - 627,882
Share of a loss of a joint venture JEE—MAERRER 18 (1,460) (582)
(LOSS)/PROFIT BEFORE TAX BRELAT (EEIR) ORF 6 (1,442,801) 143,910
Income tax expense Frig i 10 (56,197) (118,399)
(LOSS)/PROFIT FOR THE YEAR REE (FR) &R (1,498,998) 25,511
Attributable to: BT AT
Owners of the parent B RREAA (1,495,804) 18,794
Non-controlling interests eI A (3,194) 6,717
(1,498,998) 25,511
(LOSS)/EARNINGS PER SHARE BATREBERAES AEM
ATTRIBUTABLE TO ORDINARY EQUITY &K (E#B) 2
HOLDERS OF THE PARENT
Basic and diluted BERREE 11 RMB A R ¥ RMB AR
(1.48) 5T 0.027%
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

AN
mEZEW AR
Year ended 31 December 2016 &#iZ—ZT— R F+-_A=+—HILFE
2016 2015
—E—RF —T-RF
RMB’000 RMB’000
AREBT ARBFIT
(LOSS)/PROFIT FOR THE YEAR REE (FBR) #A (1,498,998) 25,511
OTHER COMPREHENSIVE LOSS Hit2HEBE
Other comprehensive loss to be reclassified to REERE B 7 E B iy
profit or loss in subsequent periods: Hiy 2 EEE -
Exchange differences on translation of foreign MEIINEXEBESENIEN =5
operations (133,018) (94,725)
Net other comprehensive loss to be reclassified to REBEHEEFTHBEEIEEN
profit or loss in subsequent periods HEth2HEEBEFE (133,018) (94,725)
OTHER COMPREHENSIVE LOSS FRANBRBEERECEEEE
FOR THE YEAR, NET OF TAX (133,018) (94,725)
TOTAL COMPREHENSIVE LOSS FOR THE YEAR £ X2 EEBAE (1,632,016) (69,214)
Attributable to: LT AL
Owners of the parent (SYNSIEFEWN (1,628,822) (75,931)
Non-controlling interests FEFE R 2 (3,194) 6,717
(1,632,016) (69,214)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

31 December 2016 A=Z— X F+-A=+—H

2016 2015
—E-RE —E-AfF
Notes RMB’000 RMB’000
B 5 AR®BT ARBFT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M- BEREE 12 3,315,315 3,721,360
Properties under development ERPME 13 1,196,775 -
Investment property LAY 14 1,138,221 2,306,804
Long term prepayments and deposits RHITEMNFIBERIZS 15 144,582 204,937
Prepaid land lease payments SEE R 1Yz ke 16 1,211,764 1,083,448
Goodwill B 17 - 4,075
Investment in a joint venture R—EEE AT ZE’E 18 37,335 38,790
Available-for-sale investment AHEERE 19 800 800
Deferred tax assets BEERIEEE 20 — 80,497
Pledged deposits EERZS 24 95,570 431,924
Total non-current assets IRBEELE 7,140,362 7,872,635
CURRENT ASSETS RBEE
Properties under development ERERPYE 13 1,036,362 808,127
Inventories & 21 411,001 816,115
Trade and bills receivables B 5 R R % B IR R R 22 618,421 921,143
Prepayments, deposits and TERTFRIE e N A A FE IR A
other receivables 23 657,497 950,785
Pledged and restricted bank balances B R R G R4 88 24 562,390 418,425
Cash and bank balances RE RIBITHEER 24 439,067 286,135
Due from a related party JE 5 A e 75 3 IE 37 90,726 -
Total current assets REBEEAE 3,815,464 4,200,730
CURRENT LIABILITIES REBEE
Trade and bills payables B RNERRENZE 25 790,348 1,062,085
Interest-bearing bank and other borrowings = BiE{T R EMEE 26 4,374,936 2,853,246
Other payables and accruals E b FET RIB R ERT B A 28 1,185,524 590,609
Provision B 29 29,268 24,348
Fixed rate bonds EEEH 30 87,911 -
Due to a director JE < 2 F R IE 37 5,563 -
Due to a related party JE B B 75 BB 37 3,927 -
Tax payable FEBEIR 62,042 64,198
Total current liabilities REEEAHE 6,539,519 4,594,486

—E-RNFFERE
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B IR &

31 December 2016 A=T—X"F+=-A=+—H

2016 2015
—E—XRHF —ZET—hF
Notes RMB’000 RMB’000
oS ARET T AR®EF T
NET CURRENT LIABILITIES REBAEFEE (2,724,055) (393,756)
TOTAL ASSETS LESS EEHAERRBAER
CURRENT LIABILITIES 4,416,307 7,478,879
NON-CURRENT LIABILITIES kREBEE
Deferred tax liabilities EERIEEE 20 592,201 616,970
Interest-bearing bank and other borrowings 3t 2 R1T R EMEE 26 1,389,904 2,914,481
Fixed rate bonds EEES 30 496,609 541,651
Government grants K 47 B 31 369,707 205,875
Total non-current liabilities krBaERHE 2,848,421 4,278,977
Net assets EEFE 1,567,886 3,199,902
EQUITY =
Equity attributable to owners of BATHEEARMLESR
the parent
Issued capital BT 32 88,856 88,856
Reserves Gl 33 1,464,024 3,092,846
1,552,880 3,181,702
Non-controlling interests FEPE R 15,006 18,200
Total equity ERsm 1,567,886 3,199,902
CHEN CHANG CHEN ZHAO NIAN
=1 BRIk
Director Director
2 2
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
g A L s =

Year ended 31 December 2016 &&= -ZT— < F+-_A=+—HIFE

Attributable to owners of the parent

BRAAEBARR
Asset Statutory Exchange Non-
Issued Share  revaluation  Contributed Capital reserve Retained  fluctuation controlling Total
capital premium reserve’ surplus reserve fund profits reserve Total interests equity
AE E¥

BRARA  BOER  EERE  THRR  ARRE iRQEE  BWAEN ROER B HERER  EEAR
RMBOOO ~ RMBO0D  RMBOOO  RMBOO0  RMBOOO  RMBOO0  RMBOOO  RMBOO0  RMBOOO  RMBO00  RMBI000
ARBTR ARETE ARETI ARMTI ARETR ARETL ARETR AR¥TR AR®TR ARETR ARETR

(note 32) (note (a))
(Fi32) (Mt (@)

At 1 January 2015 N-F-7E-f-A 8385 767,007 1154425 224589 57607 133745 816274 15040 3257633 11483 326916

Profit for the year TEFER - - - - - - 18,794 - 18,794 6,717 25,511

Other comprehensive loss for the year: FEEENZERE:

Release of property revaluation upon HERENERRE

disposal of an investment property, net of tax ~ MEE( NIBHE - - (720) - - - 710 - - - -
Exchange differences related to foreign ENEERERNERZR

operations - - - - - - - (94,725) (94,725) - (94,725)

Total comprehensive income/(loss) for the year ZEE2ERA/ (FE) EH - - (710) - - - 19,504 (94,725) (75,931) 6,717 (69,214)

Transfer from retained profits gAsBEEN - - - - - 31,531 (31,531) - - - -

At 31 December 2015 RZE-REtzA=1-A 88,856 767097 1153715 224589 57607 165276 804247 (79.685) 381702 18200 319,902

At 1 January 2016 RoE-%xE-A-H 83856 767,007 1153715 224589 57607 165276 804247 (79.685) 381702 18200 319,902

Loss for the year TEEER - - - - - - (1,495,804) - (1495,809) (3.104)  (1,498,998)

Other comprehensive loss for the year: TEREMRERE:

Exchange differences related to EHNEZBEENERZE
foreign operations - - - - - - - (133,018) (133,018) - (133,018)

Total comprehensive loss for the year FEE2EFEEE - - - - - - (1495804)  (133,018) (1,628,822 (3194)  (1,632,016)

At 31 December 2016 RZF-AE+ZA=1-A 88,85 767007 1153715+ 224589 ST60T*  165276*  (LSST) (212703 (L552880) 15006  (1567.886)

# The asset revaluation reserve arose from a change in use from # ERVXARSEZFEARATEIENREMER
owner-occupied property to investment property carried at fair value. EXEEEMHFEE-

* These reserve accounts comprise the consolidated reserves of * ZERBEEOEGAEVBURARPABEARE
RMB1,464,024,000 (2015: RMB3,092,846,000) in the consolidated 1,464,024,0007T (= — A F : AR %3,092,846,000
statement of financial position. TC) MRS

Note: MfsT -

(@) In accordance with the Company Law of the People’s Republic of (a) WEFEARAME ([FE)REE AATRFE
China (the “PRC"), the Company’s subsidiaries registered in the PRC AMOMEA AR ERREFEETE RN (KHA
are required to appropriate 10% of the annual statutory net profit after AFENBBRRINIGBAZE AR - E2AEEHN
tax (after offsetting any prior years’ losses) to the statutory reserve ﬁ*ﬁ%iﬂl%%ﬁ LA AR50 - IR R AR E R
fund. When the balance of an entity’s reserve fund reaches 50% of its ANEERTER  EAEATEEUAREHEBRFEEE
registered capital, any further appropriation is optional. The statutory Ryl uiﬂﬁézli N - BEEABEeAR LA RE
reserve fund can be utilised to offset prior years’ losses or to increase FIFIE 8458 - IR EBRIFEME RE25% o

the registered capital. However, such balance of the statutory reserve
fund must be maintained at a minimum of 25% of the registered
capital after such usage.
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERETMER

Year ended 31 December 2016 #EZE=-T— A "F+-A=+—HLFE

2016 2015
—E-XRF —E—hF
Notes RMB’000 RMB’000
B 5 ARM T ARBEFIT
CASH FLOWS FROM RETHHERESRE
OPERATING ACTIVITIES
(Loss)/profit before tax BRELRT (E51B) s F (1,442,801) 143,910
Adjustments for: BmToSERE:
Finance costs AR 7 237,142 237,111
Share of a loss of a joint venture EE—H&aE R FEE 18 1,460 582
Bank interest income AT B A 5 (16,116) (17,433)
Gain on disposal of an investment property &8 & ¥ #8527 Yz = (80)
Depreciation e 12 176,661 144,250
Amortisation of prepaid land lease TR 4 3t 70 @ 88
payments 16 26,031 23,124
Changes in fair value of investment WEMEZ AT EE S
property 14 - (627,882)
Impairment/(reversal of impairment) of B 5 EWERRRE, ORERE)
trade receivables 22 1,614 (17,865)
Impairment of deposits and other Re &AM EWRIERE
receivables 23 70,510 2,413
Provision against slow-moving and B RRETERE
obsolete inventories 21 27,131 10,779
Impairment of items of property, Y BREREREIEERE
plant and equipment 12 512,175 -
Impairment of goodwill AR E 17 4,075 -
(402,118) (101,091)
Decrease in an amount due R —MEERAZ
from a joint venture SRIER D = 140,050
Decrease in inventories GFERL 377,984 94,632
Increase in properties under development 3 & ) ¥ 1% 4 (228,235) (14,931)
Decrease in trade and bills receivables Z 5 W IR BN =&
VA 303,479 449,889
(Increase)/decrease in prepayments, TERTFRIB -~ & R A A FEURIE
deposits and other receivables (%) R 225,811 (303,438)
(Increase)/decrease in pledged and B R RS RIT 4 R
restricted bank balances (gm) Ed 192,389 (371,844)
Increase/(decrease) in trade and bills B O RNERRENZE
payables #amn CRd) (271,737) 139,534
Increase/(decrease) in other payables HEtbEMNRIENESER
and accruals o, CGEd) 583,318 (35,761)
Increase/(decrease) in a provision BEEN ORd) 4,920 (5,612)
Increase in government grants I 4 B 38 hn 163,832 93,147
Cash generated from operations KEEARE 949,643 84,575
Interest received 2 RS 5 16,116 17,433
Corporate income tax paid B EREN (2,641) (1,163)
Net cash flows from operating activities & EZHELABRSHRETHE 963,118 100,845
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CONSOLIDATED STATEMENT OF CASH FLOWS
v/ Iﬁlﬁl)lbi%

Year ended 31 December 2016 &&= -ZT— < F+-_A=+—HIFE

2016 2015
—E-XRF —E—hF
Notes RMB’000 RMB’000

B RE AR¥T T ARETT

CASH FLOWS FROM REZTHERENRE
INVESTING ACTIVITIES
Purchases of items of property, plant and BEWME KELRHBEE

equipment (157,720) (232,596)
Addition to investment property REBREME 14 (28,192) (145,118)
Addition to prepaid land lease payments EmERS e 16 (157,380) (56,363)
Proceeds from disposal of items of property, H &%  ME KX EHEE

plant and equipment FT1S 3R 5,774 990
Purchases of available-for-sale investment BB E A HEKRE - (800)
Increase in an amount due from 73 FE U B G 7 RROE

a related party (90,726) -
Payment for investment deposits TR ETFR = (421,300)
Collection of investment deposits U EL IR B 17 3K = 447,300
Disposal of an investment property HEREME - 6,707
Net cash flows used in RETBHFARERETE

investing activities (428,244) (401,180)
CASH FLOWS FROM METHRERE

FINANCING ACTIVITIES
New bank and other borrowings FIGRITREMEE 4,614,870 4,563,141
Repayment of bank and other BRI REMEE

borrowings (4,727,002) (4,177,921)
Repayment of short term notes BEEEHMES = (300,000)
Interest paid EAHE (271,524) (296,849)
Increase in an amount due to a director %ﬁiﬁéfﬁ%$§klﬁ 5,563 -
Increase in an amount due to a related party 73 i (< B8 B 77 710 3,927 -
Proceeds from sales and leaseback Ei&MAE t?ﬁFPﬁ?—%i’K

arrangements - 172,000
Capital element of finance lease rentall MEREHESN R EREL S

payments (72,631) (72,256)
Interest element of finance lease rental MERERSNR MBI

payments (12,588) (12,507)
Net cash flows used in RETHFFARESREEH

financing activities (459,385) (124,392)
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERETMER

Year ended 31 December 2016 #EZE=-T— A "F+-A=+—HLFE

2016 2015
—E-REF ZT—ARF
Notes RMB’000 RMB’000

B RE AR¥T T ARETT

NET INCREASE/(DECREASE) ReRELEEY

IN CASH AND CASH EQUIVALENTS ®imn/ CRd) B8 75,489 (424,727)
Effect of foreign exchange rate SNEERN REE S 2 B R(E

changes, net 77,443 73,285
Cash and cash equivalents at beginning FURERBESEED

of year 286,135 637,577
CASH AND CASH EQUIVALENTS FREAERBELSEEY

AT END OF YEAR 439,067 286,135
ANALYSIS OF BALANCES OF CASH RERBALEBYEBRIM

AND CASH EQUIVALENTS
Cash and bank balances B RIRTTE & 24 439,067 286,135
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

CORPORATE AND GROUP INFORMATION

Chu Kong Petroleum and Natural Gas Steel Pipe Holdings
Limited (the “Company”) was incorporated in the Cayman
Islands on 9 January 2008 as an exempted company with
limited liability under the Companies Law, Cap.22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands.
The Company’s registered office address is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands.

The Company and its subsidiaries (together, the “Group”) are
involved in the following principal activities:

. manufacture and sale of welded steel pipes and the
provision of related manufacturing services

. property development and investment

In the opinion of the directors, the holding company and the
ultimate holding company of the Company is Bournam Profits
Limited (“Bournam”), which was incorporated in the British
Virgin Islands.

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as
follows:

RAREEER
KIAMAKARMEZERER LA ([RAF])
RZZZNE-ANBREBFRAEFHSE(F22E
REVE(—NAR—F B3I AN KR E RIEFT)
EREHETAMEIRERRNABRAR AR
A 5 9% = B 2 #b 4k & Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman lIslands °

ARBAREMBAR (RHIAKRE] ) TERE

AT R EE:

e HENHERRRERWNERRHMBBRE
AR 75

. MEERKEKE
EERR ARANERRAAREFEERIAR

Bournam Profits Limited ([Bournam J) ' &% A &

RRBRE LR S EMAKL

ERHMEBLARZER
ARBEEMBRABZHBEOT

Place of Issued
incorporation/ ordinary/ Percentage of
registration registered equity attributable
Company name and business share capital to the Company Principal activities
A IR ERTERR D EEL
IR =38 & il iR A< REB DL FTEXER
Direct Indirect
HE 3
% %
Lessonstart Enterprises British Virgin Islands UsS$300 100 — Investment holding
Limited ERELHS 300% 7T REER
NMEEEEBRAT
Lucknow Consultants Limited British Virgin Islands Us$10 - 100 Investment holding
ERELEHS 103 7T REER
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NOTES TO FINANCIAL STATEMENTS

BARE R AR AL

31 December 2016 —ZT— R "F+=-A=+—H

1. CORPORATE AND GROUP INFORMATION 1.

(Continued)
Information about subsidiaries (Continued)

Particulars of the Company’s principal subsidiaries are as

follows: (continued)

Place of
incorporation/
registration

Company name and business

i R R
AREB E R
Crown Central Holdings Hong Kong
Limited BE
P EEBRA A
Chu Kong Steel Pipe Hong Kong
Group Co., Ltd. BE
HIHESEEERAA
Panyu Chu Kong Steel Pipe The PRC/
Co., Ltd. Mainland China
HEBEWKIHEABRAA A
Guangzhou Pearl River The PRC/

Petrol-Fittings Co., Ltd. Mainland China
BNEZHARIEGBRAR R EFEAH

Guangzhou Pearl River The PRC/
OCTG Co., Ltd. Mainland China
BMNEHIAREEGRAF PE HEXNH

Issued
ordinary/
registered
share capital
BRTEER
EER N

HK$1,000

1,000/ 7T

HK$100,000
100,000% 7T

HK$1,550,000,000
1,550,000,0007% 7T

HK$5,000,000
5,000,000/ 7T

HK$21,000,000
21,000,0007% 7T
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RAREEES (8

ERHWEARZER (8)
ARBEEMBRBZFHBTOT : (H)

Percentage of
equity attributable
to the Company
AN EESL
RERBDL
Direct Indirect
BiE i
% %

Principal activities

FTEEYK

- 100 Trading of steel

pipes
HEEH
- 100 Investment holding
and trading of
steel pipes
REEREMNEE S
- 100 Manufacture and
sale of welded
steel pipes
BERHE
BhREIREHE
- 100 Manufacture and
sale of petro
fittings
HERHEEALEN
- 100 Manufacture and
sale of oil country
tubular goods
SUENMIHE
BREM
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NOTES TO FINANCIAL STATEMENTS

PR ER AR MIRE

31 December 2016

1. CORPORATE AND GROUP INFORMATION
(Continued)
Information about subsidiaries (Continued)
Particulars of the Company’s principal subsidiaries
follows: (continued)

Place of
incorporation/
registration

Company name and business

it IR

AREB E R

Guangzhou Pearl River The PRC/
Petroleum Steel Pipe Mainland China
Coating Co., Ltd. FRE R A

F& I B2 B R A O 8 B TR
BRAA]

Guangzhou Pearl River The PRC/
Petroleum Steel Pipe Mainland China
Co., Ltd. AR B A i

J& M 2 TR R 0k B B BR A A

Panyu Chu Kong Steel The PRC/

Pipe (Lianyungang) Mainland China
Co., Ltd. (“PCKSP AR A
(Lianyungang)”)

HBWIHE GE2EH)

BRAR ([ERWIHE
(EEE)])

Guangzhou Panyu The PRC/

Chu Kong Hualong Mainland China
Petroleum Steel Pipe AR B A

Anti-Corrosion Co., Ltd.
(“Hualong Anti-Corrosion”)
BMmE SR IERE O HEE
BB R A
(M=ExEHE)

—E-RNFFERE

1.

are as

Issued
ordinary/
registered
share capital
ERTZER
EER N

HK$10,000,000
10,000,000/% 7T

HK$50,000,000
50,000,000/% 7T

RMB1,100,000,000

AR

1,100,000,0007T

RMB20,600,000

A K #20,600,0007C

RAREEES (8

ERHWEARZER (8)
ARBEEMBRBZFHBTOT : (H)

Percentage of
equity attributable

to the Company Principal activities

AN EESL
RERBDL FEEK
Direct Indirect
BiE i
% %
- 100 Steel pipe casing
and lining services
58 B K
NEERE R

- 100 Manufacture and
sale of welded
steel pipes

HERHER
REME

- 100 Manufacture and
sale of welded
steel pipes

BERHERE
1R EE g

- 100 Steel pipe casing
and lining services
5 B 7 A K A B

2 [E R
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NOTES TO FINANCIAL STATEMENTS
B TE IR AR AL

31 December 2016 —Z—~F+-_A=+—H

1. CORPORATE AND GROUP INFORMATION 1. 2AIREEER (&)
(Continued)
Information about subsidiaries (Continued) ARMEBARZER (&)

Particulars of the Company’s principal subsidiaries are as ARBIEEMBATZFBENT: (£)

follows: (continued)

Company name

Place of Issued
incorporation/ ordinary/ Percentage of
registration registered equity attributable

and business

share capital

to the Company

Principal activities

S R K ERTZER AN EESL
AREB E R ERHEES RERBDL FEEK
Direct Indirect
BiE i
% %
Panyu Chu Kong Steel Pipe The PRC/ HK$686,760,000 - 100 Manufacture and

(Zhuhai) Co., Ltd.

Mainland China

686,760,000/% 7T

sale of welded

EBRWIME (KE)BARRARAPFEHEHANH steel pipes
HENHERE
REME
Lianyungang Kaidi Heavy The PRC/ RMB470,000,000 - Manufacture
Equipment Technology Mainland China AR and sale of steel
Co., Ltd. (“Kaidi”) RE R A 470,000,0007T pipe equipment
HEEBYFTEINZEBRAFA and metallurgy
(Ish#1) equipment
HERHEME
B Re &R
Lianyungang Pearl The PRC/ HK$303,000,000 - Manufacture and
River Petrol-Fittings Mainland China 303,000,000/ T sale of petro
Co., Ltd. FRE R A fittings
EEBDWTALE S HERHEERLEN
BRAA
Lianyungang Aike New The PRC/ RMB100,000,000 - Manufacture and
Construction Materials Mainland China AR sale of tubular
Co., Ltd. (“Aike”) RE R A 100,000,000 piles
EEEVAMEEMBRAA HENHEEM

(rXAl)
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z—X<&+—-_A=+—H

1. CORPORATE AND GROUP INFORMATION 1. 2AIREEER (&)
(Continued)
Information about subsidiaries (Continued) ARMEBARZER (&)

Particulars of the Company’s principal subsidiaries are as ARBIEEMBATZFBENT: (£)

follows: (continued)

Company name

Place of Issued
incorporation/ ordinary/ Percentage of
registration registered equity attributable

and business

share capital

to the Company

Principal activities

S R K ERTZER AN EESL
AT B BB EER N REBDL FEXEK
Direct Indirect
BiE i
% %

Guangdong Pearl Steel The PRC/ RMB50,000,000 - 100 Property
Investment Management Mainland China A K #50,000,0007C development and
Co., Ltd. (“Pearl Steel HR R A investment
Investment”) WERERKRE

BRIKIZEEIRGR AN A

([ZRME D)

Nanjing Rongyu Group The PRC/ RMB75,000,000 - 100 Market management
Co., Ltd (“Nanjing Rongyu Mainland China A K ¥75,000,0007T of steel products
Group”) FE R A M E Mz 5

EARAMEEGRLQA 1R

([FAREmER])

Nanjing City Qixia Hill Roll The PRC/Mainland RMB20,316,500 - 100 Manufacture and
Steeling Co., Ltd. (“Nanjing  China AR #20,316,5007TC sale of
City Qixia Hill") AR A screw-thread

MR mEE LELEHER A steels

([ERmEEWL]) FE R IHE B
41

Chu Kong Steel Pipe The PRC/ HK$230,000,000 - 100 Manufacture and
(Nanjing) Co., Ltd. Mainland China 230,000,0007% 7T sale of welded

KIME (BR)BRAA RE R A steel pipes

HERHERE
REME
PCK Steel Middle East FZE Dubai AED1,000,000 - 100 Trading of steel
MEF 1,000,000 h7 /3 products
BEEWMERD
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NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —Z—A<F+=-A=+—H

1. CORPORATE AND GROUP INFORMATION 1. ARAIREEEHR (&)
(Continued)
Information about subsidiaries (Continued) ERHNELATIIZER (&)
Particulars of the Company’s principal subsidiaries are as AKARETEMBARIZFBZOT: (8)

follows: (continued)

Place of Issued
incorporation/ ordinary/ Percentage of
registration registered equity attributable
Company name and business share capital to the Company Principal activities
S RILK BERTEER AREEM
YNGR =3 & il iR AR REBDL FTEER
Direct Indirect
BEE 5
% %
View Sharp International Hong Kong HK$10,000 - 100 Investment holding
Limited aBA 10,0007 7T wEER
SEBEEBRAR
Ningbo Sanhe Steel Pipe The PRC/ RMB20,000,000 - 51 Manufacture and
Co., Ltd.(“Ningbo Sanhe”) Mainland China A R #20,000,0007T sale of welded
BFE=AHERRADA R B A steel pipes
(I=g=51) BERHE R
REME
Guangzhou Zhu Gang The PRC/ RMB5,000,000 - 100 Property
Property Management Mainland China AR #5,000,0007T management
Co., Ltd.(“Zhu Gang FE R A MEEIRE
Property Management”)
M BRI ) 5 BB B R A F
([TRMMEER])
Pabo Detection Technology The PRC/ RMB60,000,000 - 100 Detection
Service Co., Ltd. (“Pabo Mainland China A R #60,000,0007T technology service
Detection”) R A L B Rl

e 8 AR Bl AR 75 B IR A A
(ThatER )
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

2.1 BASIS OF PREPARATION 21 ImBREE

These financial statements have been prepared in accordance
with IFRSs issued by the IASB, International Accounting
Standards and Standing Interpretations Committee
Interpretations approved by the International Accounting
Standards Committee that remain in effect, and the disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention,
except for investment property which has been measured
at fair value. These financial statements are presented in
Renminbi (“RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2016. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders
of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Available-for-sale financial investments (Continued)

24 TESTTHEBME (®)

AHEESRERE (&)
WMIRAIEESFERIUHEE TEIRERER
BNFERNBHRAENEKAR [ KIE] THHEZ
BIRE 2R AL R BTG m [ &RE] BRAT
BEENRERKABEMmMI G - MEZHREETRLR
BE BREKNARBEEATEZZHEFEZR
HEECRBAEMZBERENERRER ZRE
Eﬂé) REMEEWRGEFRBR TR ERRPRE
the difference between the acquisition cost and the current ReoDBRAAMEERATAZ EEBEITEE
fair value, less any impairment loss on that investment BiEmROE - RERATECEEDEEZENE
ftb 2 U ES R RE R o

In the case of equity investments classified as available
for sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below
its cost. “Significant” is evaluated against the original cost of
the investment and “prolonged” against the period in which
the fair value has been below its original cost. Where there is
evidence of impairment, the cumulative loss — measured as

previously recognised in the statement of profit or loss — is
removed from other comprehensive income and recognised
in the statement of profit or loss. Impairment losses on equity
instruments classified as available for sale are not reversed
through the statement of profit or loss. Increases in their
fair value after impairment are recognised directly in other
comprehensive income.

The determination of what is “significant” or “prolonged” BT IKE] K] EFEEDHE - D EHH
requires judgement. In making this judgement, the Group R AEEGE (KPR —BREZAF
BELRERARZ HERMERIRE -

evaluates, among other factors, the duration or extent to
which the fair value of an investment is less than its cost.

Financial liabilities THasE
Initial recognition and measurement EXERRTE

Financial liabilities are classified, at initial recognition, as

financial liabilities at fair value through profit or loss,

and borrowings, or as derivatives designated as hedging

instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and,
in the case of loans and borrowings, net of directly attributable

transaction costs.

The Group’s financial liabilities include trade and bills
payables, other payables, interest-bearing bank and other

borrowings, short term notes and fixed rate bonds.
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NOTES TO FINANCIAL STATEMENTS
B TE IR AR AL

31 December 2016 —ZT— R "F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Financial liabilities (Continued)

Subsequent measurement

The subsequent measurement of financial liabilities depends
on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of repurchasing in the near
term. This category includes derivative financial instruments
entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by IAS 39.
Separated embedded derivatives, are also classified as held
for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading are
recognised in the statement of profit or loss. The net fair value
gain or loss recognised in the statement of profit or loss does
not include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at
fair value through profit or loss are designated at the date
of initial recognition and only if the criteria in IAS 39 are
satisfied.

Loans and borrowings

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

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

PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Financial liabilities (Continued)
Subsequent measurement (Continued)
Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified debtor
fails to make a payment when due in accordance with the
terms of a debt instrument. A financial guarantee contract is
recognised initially as a liability at its fair value, adjusted for
transaction costs that are directly attributable to the issuance
of the guarantee. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher of: (i)
the amount of the best estimate of the expenditure required to
settle the present obligation at the end of the reporting period;
and (ii) the amount initially recognised less, when appropriate,

cumulative amortisation.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under

the liability is discharged or cancelled, or expires.

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

recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities

simultaneously.
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NOTES TO FINANCIAL STATEMENTS
B TE IR AR AL

31 December 2016 —ZT— R "F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Derivative financial instruments

Initial recognition and subsequent measurement
The Group uses derivative financial instruments, such as
forward currency contracts and interest rate swaps, to hedge
its foreign currency risk and interest rate risk, respectively.
Such derivative financial instruments are initially recognised
at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the statement of profit or loss.

Current versus non-current classification

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current
or separated into current and non-current portions based
on an assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

—  Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge accounting)
for a period beyond 12 months after the end of
the reporting period, the derivative is classified as
non-current (or separated into current and non-current
portions) consistently with the classification of the
underlying item.

— Embedded derivatives that are not closely related to the
host contract are classified consistently with the cash
flows of the host contract.

—  Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistently
with the classification of the underlying hedged item. The
derivative instruments are separated into current portions
and non-current portions only if a reliable allocation can
be made.
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable

value. Costs incurred in bringing each product to its present

location and conditions are accounted for as follows:

Raw materials Purchase cost on the weighted
average basis

Work in progress and Cost of direct materials, direct

finished goods labour and an appropriate

proportion of overheads

Net realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion and
disposal.

Cash and cash equivalents

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

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

Provisions

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

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

31 December 2016 —ZT— R "F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

24 TESTTHEBME (®)

POLICIES (Continued)

Income tax

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

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

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

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

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

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

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

31 December 2016 —Z— A "F+-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TEETBEME (8

POLICIES (Continued)

Income tax (Continued) 88 (|

(a) when the deferred tax asset relating to the deductible () MWEBAANREREZEMNEECRIBEEET)
temporary differences arises from the initial recognition ERXGHULHREEXAEREE M
of an asset or liability in a transaction that is not a RPUIIEBAI ERRIBEITHES
business combination and, at the time of the transaction, 5% ) 3k FE R s M B 1 - &
affects neither the accounting profit nor taxable profit or
loss; and

(b) in respect of deductible temporary differences associated (o) RERWBLRAIRAERARIZEEERAN
with investments in subsidiaries and a joint venture, AMBENEEZEENE RELERNEEES
deferred tax assets are only recognised to the extent AIRETER] Ag ke - mB A& B TR IR
that it is probable that the temporary differences will EREEFNAENZEEREEZRE - 7E
reverse in the foreseeable future and taxable profit will BRELERIBEE -

be available against which the temporary differences can

be utilised.
The carrying amount of deferred tax assets is reviewed at BEVIBEAEMNREENSERSARELEZ
the end of each reporting period and reduced to the extent WHREETBUEE EHERTENSMA X
that it is no longer probable that sufficient taxable profit will HOBELEMEBEEERBSA /L - A ERNIELTR
be available to allow all or part of the deferred tax asset to BEEREREBREHRWEML WA ZHOER
be utilised. Unrecognised deferred tax assets are reassessed BaMafesRAmedoEERBEE Alg
at the end of each reporting period and are recognised to EL TR -

the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax RLEMBEEERBBERENREARS LR MK
rates that are expected to apply to the period when the asset EELEEMOBE (RBUR) - LIEEERNE
is realised or the liability is settled, based on tax rates (and HMEEZRNAEAREENHBANTERGTE

tax laws) that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a fim 2 &% [ 75 0K 5 1750 1 LA Bl BR 7% 18 & 7= 45 8 B A
legally enforceable right exists to set off current tax assets MEAaE BREHBEHERF-ERTEBLETE
against current tax liabilities and the deferred taxes relate to WEAER AREEMBEEELRLEHIBEAERT
the same taxable entity and the same taxation authority. A o
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, which
it is intended to compensate, are expensed. Where the grant
relates to an asset, the fair value is credited to deferred
income account and deducted from the carrying amount of
the asset and released to profit or loss by way of a reduced
depreciation charge.

Where the Group receives government loans granted with no
or at a below-market rate of interest for the construction of a
qualifying asset, the initial carrying amount of the government
loans is determined using the effective interest rate method,
as further explained in the accounting policy for “Financial
liabilities” above. The benefit of the government loans granted
with no or at a below-market rate of interest, which is the
difference between the initial carrying value of the loans and
the proceeds received, is treated as a government grant and
released to the statement of profit or loss over the expected
useful life of the relevant asset by equal annual instalments.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

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

(b) from the rendering of manufacturing services, when
underlying services have been rendered;

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument to the net
carrying amount of the financial asset; and
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TEETBEME (8
POLICIES (Continued)
Revenue recognition (Continued) WA RER ()
(d) rental income, on a time proportion basis over the lease (d)y HE2WA REEFE AN REREDL G EES

terms. Ho

Employee benefits EBEEF
Pension schemes Bktit &
The Group operates a defined contribution Mandatory AEEBBERFEAESAEEO REEB2
Provident Fund retirement benefit scheme (the “MPF FREHFETNEAEEERERNTE ([EES
Scheme”) under the Mandatory Provident Fund Schemes ai'ilJJ)E’ME%?&i?i Baenrd R IIREES
Ordinance for those employees who are eligible to participate EFNETE HLEE WRHBRBEES S
in the MPF Scheme. Contributions are made based on a TRBIAK R R R B EPTD["? wESENE
percentage of the employees’ basic salaries and are charged ENEASENEEIR B RXELEBRNE
to profit or loss as they become payable in accordance SRE-AEENEETHANMBIES S HRK
with the rules of the MPF Scheme. The assets of the MPF “wEZEEEMEA -

Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in AEERTREAESENMNBATNEENES
Mainland China are required to participate in central pension HAEMMBARIOPRERENGTE -ZF
schemes operated by the local municipal government. These MEARZARMRRRABAHGEELIEESHEX
subsidiaries are required to contribute certain percentages AE T L EY R 3R o S BN IR 3 A R AR K AE B 5T
of their payroll costs to the central pension schemes. The SR AENFAEERF MR-

contributions are charged to the statement of profit or loss
as they become payable in accordance with the rules of the
central pension schemes.

Other benefits Et g7

The Group contributes on a monthly basis to defined AEBGAMBFREBAERENEREERER
contribution housing, medical and other benefit plans BB R H At 48 R B R o BT R B A &
organised by the PRC government. The PRC government EHETHERRBEERREENRBMNET A%
undertakes to assume the benefit obligations of all existing EHZEHENEIREERIHE AEEZ
and retired employees under these plans. Contributions to EHEWHSEREEWEREMBANTENEE-

these plans by the Group are expensed as incurred. The
Group has no further obligations for benefits for their qualified
employees under these plans.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Borrowing costs

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

Foreign currencies

The Company incorporated in the Cayman Islands uses the
Hong Kong dollar as its functional currency. The functional
currency of the PRC subsidiaries is RMB. As the Group
mainly operates in Mainland China, RMB is used as the
presentation currency of the Group. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates
prevailing at the end of the reporting period. Monetary assets
and liabilities denominated in foreign currencies are translated
at the functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in the statement
of profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHHERE (&)

POLICIES (Continued)

Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries
and a joint venture are currencies other than the RMB. As at
the end of the reporting period, the assets and liabilities of
these entities are translated into the presentation currency
of the Group at the exchange rates prevailing at the end of
the reporting period and their statements of profit or loss are
translated into RMB at the weighted average exchange rates
for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.

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

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

year.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS 3. EESTHERMAS

AND ESTIMATES

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

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Withholding taxes arising from the distributions of
dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
subsidiaries in Mainland China according to the relevant tax
jurisdictions is subject to judgement on the timing and amount
of the payment of the dividend. Withholding taxes are only
provided for the profits of the subsidiaries in Mainland China
which the Group considers that it is probable to be distributed
in the foreseeable future.

Classification between investment properties and
owner-occupied properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making
that judgement. Investment property is a property held to
earn rentals or for capital appreciation or both. Therefore, the
Group considers whether a property generates cash flows
largely independently of the other assets held by the Group.
Some properties comprise a portion that is held to earn
rentals or for capital appreciation and another portion that is
held for use in the production or supply of goods or services
or for administrative purposes. If these portions could be sold
separately or leased out separately under a finance lease,
the Group accounts for the portions separately. If the portions
could not be sold separately, the property is an investment
property only if an insignificant portion is held for use in the
production or supply of goods or services or for administrative
purposes. Judgement is made on an individual property basis
to determine whether ancillary services are so significant that
a property does not qualify as an investment property.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty

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

Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. Further details are given in note 17.

Estimation of fair value of investment properties

In the absence of current prices in an active market for similar
properties, the Group considers information from a variety of
sources, including:

(a) current prices in an active market for properties of a
different nature, condition or location, adjusted to reflect
those differences;

(b) recent prices of similar properties on less active markets,
with adjustments to reflect any changes in economic
conditions since the date of the transactions that
occurred at those prices; and

(c) discounted cash flow projections based on reliable
estimates of future cash flows, supported by the terms
of any existing lease and other contracts and (when
possible) by external evidence such as current market
rents for similar properties in the same location and
condition, and using discount rates that reflect current
market assessments of the uncertainty in the amount
and timing of the cash flows.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)

Impairment of non-financial assets (other than
goodwill)

The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end of
each reporting period. Non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists when
the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair
value less costs to sell and its value in use. The calculation
of the fair value less costs to sell is based on available data
from binding sales transactions in an arm’s length transaction
of similar assets or observable market prices less incremental
costs for disposing of the asset. When value in use
calculations are undertaken, management must estimate the
expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rate in order to calculate
the present value of those cash flows.

Useful lives and residual values of property, plant
and equipment

In determining the useful lives and residual values of items
of property, plant and equipment, the Group has to consider
various factors, such as technical or commercial obsolescence
arising from changes or improvements in production, or from a
change in the market demand for the product or service output
of the asset, expected usage of the asset, expected physical
wear and tear, the care and maintenance of the asset, and
legal or similar limits on the use of the asset. The estimation
of the useful life of the asset is based on the experience of
the Group with similar assets that are used in a similar way.
Additional depreciation is made if the estimated useful lives
and/or the residual values of items of property, plant and
equipment are different from the previous estimation. Useful
lives and residual values are reviewed at each financial year
end date based on changes in circumstances.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses
to the extent that it is probable that future taxable profits will
be available against which the unused tax losses can be
utilised, based on all available evidence. Recognition primarily
involves significant management’s judgements regarding the
future performance of a particular legal entity or tax group in
which the deferred tax asset has been recognised. A variety of
other factors are also evaluated in considering whether there
is convincing evidence that it is probable that some portions
or all of the deferred tax assets will ultimately be realised,
such as the existence of taxable temporary differences, tax
planning strategies and the periods in which estimated tax
losses can be utilised. The carrying amounts of the deferred
tax assets and related financial models and budgets are
reviewed at the end of the reporting period and to the extent
that there is insufficient convincing evidence that sufficient
taxable profits will be available within the utilisation periods
to allow the utilisation of the carryforward of tax losses, and
that the asset balance will be reduced and charged to profit or
loss.

Write-down of inventories to net realisable value
Write-down of inventories to net realisable value is made
based on the estimated net realisable value of inventories.
The assessment of the write-down required involves
management’s judgement and estimates. Where the actual
outcome or expectation in future is different from the original
estimate, such differences will have an impact on the carrying
amounts of inventories and the write-down/write-back of
inventories in the period in which such estimate has been
changed.

Impairment of trade and other receivables

The Group estimates the provisions for impairment of trade
and other receivables by assessing their recoverability based
on credit history and prevailing market conditions. This
requires the use of estimates and judgements. Provisions
are applied to trade and other receivables where events
or changes in circumstances indicate that the balances
may not be collectible. Where the expectation is different
from the original estimate, such difference will affect the
carrying amount of trade and other receivables and thus
the impairment loss in the period in which such estimate is
changed. The Group reassesses the provisions at the end of
the reporting period.
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4.

OPERATING SEGMENT INFORMATION

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

(a) the steel pipes segment engages in the manufacture and
sale of welded steel pipes and the provision of related
manufacturing services; and

(b) the property development and investment segment
engages in development of properties for sale and
property investment for its rental income potential.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/loss, which is a measure of adjusted profit/loss
before tax. The adjusted profit/loss before tax is measured
consistently with the Group’s profit/loss before tax except that
head office and corporate expenses are excluded from such
measurement.

Segment assets exclude unallocated head office and
corporate assets as these assets are managed on a group
basis.

Segment liabilities exclude unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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4. OPERATING SEGMENT INFORMATION 4. BESHER (&)
(Continued)
Year ended 31 December 2016 BE-Z-AE+-A=+—-HLEFE
Property
development
Steel pipes and investment Total
LIS
mE BERE @zt
RMB’000 RMB’000 RMB’000
AR®T R AR®TR AR¥T R
Segment revenue: DEWA
Sales to external customers RSNDE P HE 1,443,487 - 1,443,487
Segment results : DERELE (1,234,235) (162,772) (1,397,007)
Reconciliation: #R:
Corporate and other unallocated NEREMAD X
expenses (10,773)
Finance costs BE R A (35,021)
Loss before tax BRELRIEE (1,442,801)
Segment assets: DEEE: 5,044,720 3,913,325 8,958,045
Reconciliation: R
Elimination of intersegment I 5H 2 50 F e e 508
receivables (145,114)
Corporate and other RAIREMADEEE
unallocated assets 2,142,895
Total assets BEE 10,955,826
Segment liabilities: PHEE: 7,197,724 1,745,315 8,943,039
Reconciliation: #aR:
Elimination of intersegment payables D SR e 508 (145,114)
Corporate and other RAIREMADEEE
unallocated liabilities 590,015
Total liabilities BefE 9,387,940
Other segment information: Hitp o HER:
Share of a loss of a joint venture ElE—HeE R REE (1,460) = (1,460)
Impairment losses recognised in the REZRBERZREEBR
statement of profit or loss (547,126) (70,510) (617,636)
Impairment losses reversed in the REZRERZREEBE
statement of profit or loss 2,131 - 2,131
Depreciation and amortisation TEREH (202,268) (424) (202,692)
Investment in a joint venture R—EEERFEZIRE 37,335 = 37,335
Capital expenditure* BARFZ* 442,893 28,833 471,726
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4. OPERATING SEGMENT INFORMATION

(Continued)

Year ended 31 December 2015

4. EEDZWER (#)

BE-ZE-RAF+-A=1t-HLFE

Property
development
Steel pipes  and investment Total
MERE
8B B E it
RMB’'000 RMB’000 RMB’'000
ARETT ARETTT ARETT
Segment revenue: AEWA
Sales to external customers RSN P HE 2,539,178 - 2,539,178
Segment results : DERELE (391,571) 577,887 186,316
Reconciliation: Eo)
Interest income M BUWA 1
Corporate and other unallocated REIREMAN AL
expenses (9,422)
Finance costs BE KA (32,985)
Profit before tax B 0 Al M 143,910
Segment assets: DEEE: 6,070,396 3,404,023 9,474,419
Reconciliation: #Hik
Elimination of intersegment .85 9 B ] FE M k3B
receivables (361,502)
Corporate and other unallocated REREMADEREE
assets 2,960,448
Total assets BEE 12,073,365
Segment liabilities: SEHEE: 7,590,450 1,097,743 8,688,193
Reconciliation: #Hik
Elimination of intersegment payables 1K 88 5> SP ] FE A 5108 (361,502)
Corporate and other NAIREMADEEE
unallocated liabilities 546,772
Total liabilities BEE 8,873,463
Other segment information: HthaBER:
Share of a loss of a joint venture BlE—HaEREBE (582) - (582)
Impairment losses recognised in the REZRBERZREEE
statement of profit or loss (14,358) - (14,358)
Impairment losses reversed in the REZRERZREEBE
statement of profit or loss 19,031 - 19,031
Depreciation and amortisation FrEREHE (167,155) (219) (167,374)
Investment in a joint venture R—BEaERAIZEE 38,790 - 38,790
Capital expenditure* BRI 374,105 145,270 519,375

* Capital expenditure consists of additions to property, plant and
equipment, investment properties and intangible assets.
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4. OPERATING SEGMENT INFORMATION
(Continued)

Information about steel pipe products and services
The revenue from the major products and services is analysed

4. EEDZWER (#)

HEERRRBES

TEEMRRBEOBASHOT

as follows:
2016 2015
—E-RE —E—AHF
RMB’000 RMB’000
ARBT ARBFT
Manufacture and sale of steel pipes: HERBEEWE
LSAW steel pipes BHEBIEE 949,426 1,455,874
SSAW steel pipes BIEIRE 108,259 361,869
ERW steel pipes BEEE 148,376 176,615
Steel pipe manufacturing services: B BIE RS
LSAW steel pipes B MEE 43,149 64,399
SSAW steel pipes BIERE 13,170 47,393
ERW steel pipes BEEE 2,306 2,565
Others* H > 178,801 430,463
1,443,487 2,539,178
* Others mainly include the manufacture and sale of steel fittings, * HMTZoRYERFEEMNEEH BN R

screw-thread steels and scrap materials, and the trading of

equipment and steel plates.

Geographical information

(a) The revenue information based on the locations of the

customers is as follows:

BERL AR B E R A A AR o

(@) WABHRREFPHMEMLREDINT

2016 2015
—E-RE —E—hF
RMB’000 RMB’000
AR¥T T ARBFIT

Sales to external customers: MNP SH &
Mainland China e lETlNp: 622,453 1,193,051
America M 327,045 871,025
Middle East h® 274,307 268,511
Other Asian countries HibmNE R 100,484 120,551
Oceania RE M 105,133 44,561
Africa FEM = 37,939
European Union B B B2 14,065 3,383
Others Hib - 157
1,443,487 2,539,178

(b) Over 90% of the Group’s assets and capital expenditure

are located in Mainland China.
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4.

OPERATING SEGMENT INFORMATION
(Continued)

Information about major customers

Revenue from each major customer which accounted for 10%
or more of the Group’s revenue for the year is set out below:

Customer A EFEA
Customer B ZFB

EEDMER (&)

ITEEFEHR
EAREEAREL% TN L2 & EERP 2K
HEIIMT

2016 2015
—2-AF -T-A%F
RMB’000 RMB’000
AR¥TR  ARBTE
235,670 694,694
169,750 *

* Less than 10%

REVENUE, OTHER INCOME AND GAINS

Revenue represents the invoiced value of goods sold, net
of value-added tax (“VAT") and other sales taxes, after
allowances for returns and discounts; and the value of
services rendered, net of business taxes and surcharges
during the year.

An analysis of the Group’s revenue, other income and gains
is as follows:

* L 10%

WA~ Bl A K W

WA BEEEMmNBEZEE HNKIBER ([1B
BEF]) REMEER  YEFARE RITHNEME
AT R AR5 R (B B - FABRF V& R R P A -

AREBERA B RA RS

2016 2015
—E-—XF ZT—RF
RMB’000 RMB’000
ARB T ARBEFT
Revenue N
Manufacture and sale of welded steel pipes and &% K $HE 12 E K&

the provision of related manufacturing services R AE RS RS 1,443,487 2,539,178
Other income and gains Hb W A & W&

Bank interest income RITH B WA 16,116 17,433
Subsidy income from the PRC government Fh B BAT A A A (B EESL)

(note 31) 20,691 11,323
Compensation f1E 332 57
Rental income He A = 15
Others Hth 425 393

37,564 29,221

The subsidy income represents subsidies granted by the local
finance bureaus to Panyu Chu Kong Steel Pipe (Lianyungang)
Co., Ltd. Panyu Chu Kong Steel Pipe Co., Ltd. and Panyu
Chu Kong Steel Pipe (Zhuhai) Co., Ltd. as awards for their
products and support for technology advancement. There
are no unfulfilled conditions or contingencies relating to such
subsidies.
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

profit or loss.

T AFEERE

6. (LOSS)/PROFIT BEFORE TAX 6. BRELAT(BE) &F
The Group’s (loss)/profit before tax is arrived at after NEBMABRBA (BB SRR &k (5
charging/(crediting): A
2016 2015
—E-XK¥F —T—hF
Notes RMB’000 RMB’000
M 5 ARBT T ARBEFT
Cost of inventories sold EEFERAE 1,096,000 1,865,000
Depreciation e 12 176,661 144,250
Share of a loss of a joint venture BE—HAEERREE 1,460 582
Amortisation of prepaid land lease payments &1 1= it 78 < % 4 16 26,031 23,124
Minimum lease payments under LEHERRBSMAR
operating leases 7,278 9,503
Auditor’'s remuneration 3 € K 3,420 2,667
Exchange (gain)/loss, net: N (W) /&8 F5E:
Realised EEmR 19,839 (6,851)
Unrealised RER 66,578 60,409
86,417 53,558
Finance costs AR 7 237,142 237,111
Employee benefit expenses (including EERAMAXZ (BEEEH MW
directors’ remuneration (note 8)): (FfF3E8) ) -
Wages and salaries TERF® 188,996 242,999
Retirement benefit scheme contributions RORAE T ET B3R 23,160 40,548
Impairment/(reversal of impairment) of Z S RUIERURE
trade receivables (BERE) 1,614 (17,865)
Impairment of deposits and & o H fth fE U SR I8 R (E *
other receivables* 23 70,510 2,413
Write-down of inventories to net WORTF E E A #3785 E*
realisable value* 21 27,131 10,779
Impairment of property, plant and equipment #1% - i &= M & & & 12 512,175 -
Impairment of goodwill R E 17 4,075 -
Changes in fair value of BEYWEQNFEEE
investment property 14 - (627,882)
Bank interest income HRITH E WA 5 (16,116) (17,433)
Research and development costs it 3% B AR 84,717 102,485
* Included in “Other expenses” in the consolidated statement of * HFAGEBERANTHMBER] -
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BARE R AR AL

31 December 2016 —ZT— R "F+=-A=+—H

7. FINANCE COSTS

An analysis of finance costs is as follows:

7. BMEAA

BERADHAT :

2016 2015
ZE-ARF —E-LF
RMB’000 RMB’000
ARBT ARBETF T
Interest on bank and other borrowings RITRHEMEEF B

(including bonds and short term notes) (PEEHFREHRES) 271,891 285,913
Interest on finance leases BMEREF B 14,959 22,887
Interest on discounted bills BRI BT E 1,918 2,001

Total interest expense on financial liabilities not ~ W IR AFEFABRZz SR AE
at fair value through profit or loss g kA EFMZ A5 288,768 310,801
Less: Interest capitalised Ve = N oI D= (51,626) (73,690)
237,142 237,111

8. DIRECTORS' REMUNERATION

Details of directors’ remuneration for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a),(b),(c) and
(f) of the Hong Kong Companies Ordinance and Part 2 of

8. EEHM

the Companies (Disclosure of Information about Benefits of

Directors) Regulation, are as follows:

FREEHFMN2FBRELTRAN -BEAF
15 5125383(1)(a) * (b) () R (Hh g XA (HEE
FEFZEER) RO S22 WEMNT

2016 2015

—E-RF —E—RF

RMB’000 RMB’000

ARET T ARBEF T

Fees we 584 580
Other emoluments: EAh i

Salaries, allowances and benefits in kind e RMREWEN 3,598 5,102

Retirement benefit scheme contributions RARAE T FT 814 5% 68 68

3,666 5,170

4,250 5,750
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31 December 2016 —Z— A "F+-A=+—H

8. DIRECTORS' REMUNERATION (Continued) 8. EEHM &)
(a) Independent non-executive directors () BIYFHITESE
The fees paid to independent non-executive directors RAFE BENBIERTEEZE/RUOT

during the year were as follows:

2016 2015
—E-RF —E—RF
RMB’000 RMB’000

AR¥T T ARET T

Mr. Chen Ping B A 198 198
Mr. See Tak Wah MefEEE S A 188 184
Mr. Tian Xiao Ren HE g % & 198 198
584 580
There were no other emoluments payable to the RER BEENTELERITESTOHHA
independent non-executive directors during the year Me (ZFE—RF:H\) -
(2015: nil).
(b) Executive directors (b) BTES
Salaries, Retirement
allowances benefit
and benefits scheme Total
Fees in kind contributions remuneration
e ERR  BARERGFTE
ok BUEA H} B2 P
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR AR®BTR ARBTR ARBTR

Year ended 31 December 2016 HEZZE—AF
+t-A=+-BLEE
Executive directors: WITES:
Mr. Chen Chang REx£E - 1,799 = 1,799
Ms. Chen Zhao Nian BRIKF 2+ - 899 34 933
Ms. Chen Zhao Hua BRIkEL+ - 900 34 934
- 3,598 68 3,666
Year ended 31 December 2015 HE-ZE—H%F
TZA=t+—-HLEE
Executive directors: WITES
Mr. Chen Chang BRE LA - 2,650 - 2,650
Ms. Chen Zhao Nian Bk ER L - 1,226 34 1,260
Ms. Chen Zhao Hua Bk EZ L - 1,226 34 1,260
- 5,102 68 5,170
There was no arrangement under which a director RE R B & = R E kR B REE A
waived or agreed to waive any remuneration during the FHNE 2 HE -
year.

—E-NEFERSE BIABAARETEREGRAT 173



NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —ZT— R "F+=-A=+—H
9. FIVE HIGHEST PAID EMPLOYEES 9. TEBREHFEER
The five highest paid employees of the Group during the year AEEBRFAMNAEERGEEIANMBAT:

are analysed as follows:

Number of employees

EE%E
2016 2015
—E—RF —E-IF
Directors 5% 3
Non-director highest paid employees FEEHSFHESE 2 2
5 5
Details of the remuneration of the above directors are set FMEE 2 HMF BRI L XX EEe o bt 3k
out in note 8 above. Details of the remuneration of the above EERaTEERFANTHFBEOT
non-director highest paid employees during the year are as
follows:
2016 2015
—E—RF —E-LF
RMB’000 RMB’000
AREBT ARBETF T
Salaries, allowances and benefits in kind e R REMEF 1,118 2,714
Retirement benefit scheme contributions RIREFETEI R 33 30
1,151 2,744
The number of these non-director highest paid employees THFHMEEMEERRTEE AZRO T :
whose remuneration fell within the following bands is as
follows:
Number of employees
EE®AR
2016 2015
—E-XRE —T—HF
Nil to HK$1,000,000 £ %1,000,000/% 7T 2 1
HK$1,600,001 to HK$2,100,000 1,600,008 T &
2,100,000/% 7T - 1
2 2
During the year, no remuneration was paid by the Group REA AEBEMERNZEESI LR T E
to the directors or any of the five highest paid employees B AW — BT EMBEEAWRSI M AAREE K
as an inducement to join or upon joining the Group or as A £ B g 2% [E) ok B L A0 46 18 o

compensation for loss of office.
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FIVE HIGHEST PAID EMPLOYEES (Continued)
Other than the directors and the five highest paid employees,
the number of member of senior management whose
remuneration fell within the following bands is as follows:

hEBRSHES (#)
BREELhAAGEEHEBRIN BTIHFHERD
BREEEREAZRLT:

Number of employees

RE#E
2016 2015
—®-AF —T-nF
HK$200,001 to HK$300,000 200,001/ 7T £300,000/%8 7T
HK$300,001 to HK$400,000 300,001/% 7T 400,000/ 7T
HK$400,001 to HK$600,000 400,0017% 7T £600,0007% T -
3 5

. INCOME TAX

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
members of the Group are domiciled and operate.

The Company, which was incorporated in the Cayman Islands,
is not subject to income tax.

Lessonstart Enterprises Limited (“Lessonstart”) and Lucknow
Consultants Limited (“Lucknow”), which were incorporated in
the British Virgin Islands, are not subject to income tax.

Crown Central Holdings Limited (“Crown Central”), Chu Kong
Steel Pipe Group Co., Limited (“CKSPG”) and View Sharp
International Limited (“View Sharp”), which were incorporated
in Hong Kong, were subject to profits tax at the rate of 16.5%
on the estimated assessable profits arising in Hong Kong
during the year.

No provision for Hong Kong profits tax has been made as the
Group had no assessable profits derived from or earned in
Hong Kong during the year.

T NEEERE

10. Fr 8%

REBARKNEBRE RBIFTEREENRDER
BATELSSRBNEN  REBEEZMMEH-

RRARRFASHSEMMKIL  BAZREH -

FlEEEBEBR AR ([FMEE])KXLucknow
Consultants Limited ( [Lucknow | ) 7 55 & & % B¥
B BAEGMTER -

KPEREERAR (e ]) WIMEEREER
AR ([WIHESE]) RRBEREAERQR (R
#]) (MEFEEMRIL)RFAERTBELEN
il 5t AR B0 I 2B 4216.5% BV B R BN RIS 1 -

MRS ERF RN EAETBEL RRRE(E
AR A - B I AR BB RIS T A -

BIAMARAREAEEZREBRAA



NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —ZT— R "F+=-A=+—H

10. INCOME TAX (Continued) 10. Fr8 8 (®)

PCK Steel Middle East FZE (“PCK(UAE)”), which was
incorporated in Dubai, the United Arab Emirates on 20 May
2013, is exempted from corporate income tax for the years
from 2013 to 2028 according to the preferential corporate tax
policy in Jebel Ali Free Zone in the United Arab Emirates.

Panyu Chu Kong Steel Pipe Co., Ltd. (“PCKSP”), as a High
and New Technology Enterprise (“HNTE”) qualified on 16
December 2008 and renewed in 2011 and 2014, was entitled
to a reduced tax rate of 15% from 1 January 2014 to 31
December 2016. PCKSP (Lianyungang), as an HNTE qualified
on 30 June 2014, is entitled to a reduced tax rate of 15%
from 1 January 2014 to 31 December 2016. Panyu Chu Kong
Steel Pipe (Zhuhai) Co., Ltd. (“PCKSP(Zhuhai)"), as an HNTE
qualified on 30 September 2015, is entitled to a reduced tax
rate of 15% from 1 January 2015 to 31 December 2017.

Pursuant to the PRC Income Tax Law and the respective
regulations, except for certain preferential tax treatments
available to PCKSP, PCKSP (Lianyungang) and
PCKSP(zZhuhai), the companies of the Group which operate
in Mainland China are subject to Corporate Income Tax (“CIT")
at a rate of 25% on their respective taxable income for the
year ended 31 December 2016.

Taxes on profits assessable in Mainland China have been
calculated at the prevailing tax rates, based on existing
legislation, interpretations and practices in respect thereof.

176 CHU KONG PETROLEUM AND NATURAL GAS STEEL PIPE HOLDINGS LIMITED

PCK Steel Middle East FZE ([PCK(UAE) ) ' =
Z-=FRAA-THRWAREEEREEFS
Mz REMAEHEEREAAEMNEGHE
5 1% (Jebel Ali Free Zone) 2 B E ¥ R -
PCKUAE) R ZZE—=FZ-F - )\FEHREH
MIEEMEH -

ERWIMNEARAR([ERWIME N
EENET_ATABEFRSHRMEE (B
M E]) YR _E-—FR_ZF-NOF
EEEEHER A-ZT—NF-—A—-HE_Z
—ANFET A=t BEEZHELINANRMEHE -
ERWIHE (EER)R _E—NOFA=T
AEFRsHMEmEE a—F—HF—-HF—R
ECT-RET A=t —"HBAREFE1% R
RE-FBIRITME (KB)ARAA ([HFSB
HKIME (KGR _E—RAFNLA=1THE
FRBHRMEE A-E-—RAF—A—HEZ
E—tF+ A=+t -HAEZHIS%HREN

%o

BIEFPEMEPERBEER RESHIME -
FERWIME (BEB)REFEHRIME (3K8)
EEETERBBEBN AEEETHPERA
HIEE 7 AR BRDBNHRERESAHEST
—RNEFE+ZA=T—HLEFEZERBHBEAZR
EMBR ([BEMER]) -

REBBZEREANRITEEZ 2EREM +
BAERTE N RRRETHERAE -

Annual Report 2016
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PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

10. INCOME TAX (Continued) 10. FREH (&)
The major components of the income tax expense for the year FANBHRASMNEZAXNBLET

are as follows:

2016 2015
—E-REF —E—RF
RMB’000 RMB’000

AR¥T T ARETT

Current — Mainland China BVHA —rp B A i

Charged for the year FAXH 469 3,754

Overprovision in prior years M FEEERE - (7,243)
Deferred (note 20) IEIE (Mi3E20) 55,728 121,888
Total tax charge for the year FARIBES HBE 56,197 118,399
A reconciliation of the tax expense applicable to (loss)/profit BARERER (B8) JEFNFEERS (5
before tax at the statutory tax rates for the countries in which AARRIRERTDMBRARMENBRRAEE
the Company and the majority of its subsidiaries are domiciled MEHE)EAEELREET XA ENRERX
to the tax expense at the Group’s effective tax rates, and a R LEANEEERT RO EERNT

reconciliation of the applicable rates to the effective tax rates,
are as follows:

Year ended 31 December 2016 BE-ZE—R"E+-A=+—HLEE
Mainland China Hong Kong and others Total
HERE EERAMLE @
RMB'000 % RMB’000 % RMB’000 %
ARETR ARETR ARBTR
Loss before tax Bitai AR (1,225,521) (217,280) (1,442,801)
Tax at the statutory tax rate BEEREHENTE (306,380) 25.0 (26,951) 124 (333,331) 231
Tax effect of: Rze:
Lower tax rate for HNTEs SRR ENRERE 41,713 (3.4) - - 41,713 (2.9)
Expenses not deductible for tax TRMBAZ 3,301 (0.3) - - 3,301 (0.2)
Adjustment in respect of current tax of BT HRMEERE AR
previous periods 469 (0.0 - - 469 (0.0)
Provision for impairment of BEERBEEE RERRE
deferred tax assets 80,497 (6.6) - - 80,497 (5.6)
Super-deduction of research and REKARER
development costs (1,538) 0.1 - - (1,538) 0.1
Loss attributable to a joint venture —HAEAREESR 219 (0.0) - - 219 (0.0)
Tax losses not recognised RERNRIEER 237,916 (19.4) 26,951 (12.4) 264,867 (18.4)
Tax expense at the Group’s BASEERHENHRERT
effective tax rate 56,197 (4.6) - - 56,197 (3.9
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31 December 2016 —ZT— R "F+=-A=+—H

10. INCOME TAX (Continued)
Year ended 31 December 2015

10. Fr8 8 (®)

BE-ZE—HF&+-A=1+—HLEE

Mainland China Hong Kong and others Total
R A EAERAME FoE
RMB’000 % RMB'000 % RMB'000 %
ARBTT ARBTT ARETT
Profit/(loss) before tax BRANEH/ (BE) 286,620 (142,710) 143,910
Tax at the statutory tax rate RAEHRAEMHIEA 71,655 25.0 (16,774) 1.8 54,881 38.1
Tax effect of: RBeE:
Lower tax rate for HNTES BRI EEHRERER 21,006 7.3 - - 21,006 146
Expenses not deductible for tax TANMBERT 3,665 1.3 - - 3,665 2.5
Adjustments in respect of current tax of HREHRANEREZ AR
previous periods (7,243) (2.5) - - (7,243) (5.0)
Super-deduction of research and HE A REIA
development costs (2,575) 0.9 - - (2,575) (1.8)
Loss attributable to a joint venture —BAEAREEER 87 - - - 87 0.1
Tax losses not recognised RERNBIEER 32,612 114 15,966 (11.2) 48,578 338
Tax expense/(credit) at the Group’s BASEERBENRERSL/ (E4)
effective tax rate 119,207 41.6 (808) 0.6 118,399 82.3

11. (LOSS)/EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT
The calculation of the basic (loss)/earnings per share is based
on the (loss)/profit for the year attributable to ordinary equity
holders of the parent and the weighted average number of
ordinary shares of 1,011,142,000 (2015: 1,011,142,000) in
issue during the year.

No adjustment has been made to the basic (loss)/earnings per
share amounts presented for the years ended 31 December
2016 and 2015 in respect of a dilution as the Group had no
potentially dilutive ordinary shares in issue during the years
ended 31 December 2016 and 2015.
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31 December 2016

=
= —RNFT

A=+—8H

12. PROPERTY, PLANT AND EQUIPMENT

=

=

12. WE - BERRKRE

Office
Land and Plant and and other Motor Construction
buildings ~ machinery  equipment vehicles in progress Total
BAER
THREF BERES® Hi e AE ERIR @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ARBTRT ARMTR ARETRT AR%Tn ARETR ARET:
31 December 2016 “E-R"E+ZA=t+-H
At 31 December 2015 and 1 January 2016: AZF—-RF+ZA=+—-ARK
—Z-RE-A-B:
Cost A 664,990 2,554,314 49,804 59,079 1,146,197 4,474,384
Accumulated depreciation and impairment 27 & K& (75,661) (622,775) (36,191) (18,397) = (753,024)
Net carrying amount REFE 589,329 1,931,539 13,613 40,682 1,146,197 3,721,360
At 1 January 2016, net of accumulated RZE-R"E-A—B HNKREBRRER
depreciation and impairment A 589,329 1,931,539 13,613 40,682 1,146,197 3,721,360
Additions AE 25 4,842 739 1,067 279,481 286,154
Disposals HE = (2,506) (90) (3,178) - (5,774)
Depreciation provided during the year FRBENTE (29,224) (137,767) (4,437) (5,233) - (176,661)
Impairment HE - (512,175) - - - (512,175)
Transfers BA 157,391 250,076 - - (407,467) -
Exchange realignment ERRAE - 202 33 131 2,045 2,411
At 31 December 2016, net of accumulated R-Z—A~F+-A=+—H"
depreciation and impairment hEBFTERAE 717,521 1,534,211 9,858 33,469 1,020,256 3,315,315

At 31 December 2016: RZE-R"E+ZA=+-8:
Cost KA 822,406 2,806,251 49,738 55232 1020256 4,753,883
Accumulated depreciation and impairment 2 E R & (104,885)  (1,272,040) (39,880) (21,763) - (1,438,568)
Net carrying amount REFE 717,521 1,534,211 9,858 33,469 1,020,256 3,315,315

R
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12. PROPERTY, PLANT AND EQUIPMENT 12. ¥ -BERSZE (#@)

(Continued)

Office
Land and Plant and and other Motor  Construction
buildings machinery equipment vehicles in progress Total
NP
tHREF  BRERESR Hth % "B ERIR it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR ARETT AREFTn ARETR ARET:
31 December 2015 ZZ-EF+tZfB=+-H
At 31 December 2014 and 1 January 2015. R=ZE-EF+-A=+—-HkK
“Z-nE-A-H:
Cost KA 1,224,617 1,428,456 46,970 58,552 1,413,765 4,172,360
Accumulated depreciation and impairment 2T E R E (105,503) (469,377) (29,528) (20,245) - (624,653)
Net carrying amount FRFE 1,119,114 959,079 17,442 38,307 1,413,765 3,547,707
At 1 January 2015, net of accumulated RZE-hF-A-H"
depreciation and impairment MR 2BEHAERAE 1,119,114 959,079 17,442 38,307 1,413,765 3,547,707
Additions RE 1,100 6,504 2,856 4,587 302,847 317,894
Disposals L& - (928) - (62) - (990)
Depreciation provided during the year FRBENTE (51,123) (84,174) (6,682) (2,271) - (144,250)
Transfers #A 79,453 491,709 - - (571,162) -
Reclassification EXipon (559,215) 559,215 - - - -
Exchange realignment B BE - 134 ©)] 121 747 999
At 31 December 2015, net of accumulated HN-Z—RF+-A=1+—H"
depreciation and impairment NRE2BRFERAE 589,329 1,931,539 13,613 40,682 1,146,197 3,721,360
At 31 December 2015: RZZ-RETZA=1—R:
Cost A 664,990 2,554,314 49,804 59,079 1,146,197 4,474,384
Accumulated depreciation and impairment  27E# & K& (75,661) (622,775) (36,191) (18,397) - (753,024)
Net carrying amount REFE 589,329 1,931,539 13,613 40,682 1,146,197 3,721,360
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12. PROPERTY, PLANT AND EQUIPMENT 12. ¥ -BERSZE (#@)

(Continued)

Impairment tests for property, plant and equipment
When any indicators of impairment are identified, property,
plant and equipment are reviewed for impairment based on
each CGU. The CGU is an individual plant or entity. The
carrying values of these individual plants or entities were
compared to the recoverable amounts of the CGUs, which were
based predominantly on value-in-use. Value-in-use calculations
use pre-tax cash flow projections based on financial budgets
approved by management covering a 5-year period. Cash flows
beyond the 5-year period are extrapolated using the same cash
flow projections of the fifth year. Other key assumptions applied
in the impairment tests include the expected product price,
demand for the products, product cost and related expenses.
Management determined that these key assumptions were
based on past performance and their expectations on market
development. Further, the Group adopts a pre-tax rate of 15%,
that reflects specific risks related to CGUs as discount rate.
The assumptions above are used in analysing the recoverable
amounts of CGUs within operating segments.

As a result of the impairment assessment, management
recognised an impairment loss of RMB512,175,000 against
the property, plant and equipment in the steel pipes segment.
The impairment charge is recognised in the consolidated
statement of profit or loss for the year ended 31 December
2016.

The Group’s land and buildings are held under medium term
leases and are situated in Mainland China.

Included in the carrying amount of the property, plant and
equipment was capitalised interest of RMB308,097,000 (2015:
RMB256,471,000) as at 31 December 2016.

Included in the total costs of plant and machinery are certain
assets acquired in prior years for which government grants
of RMB5,950,000 (2015: RMB5,950,000) were received
and deducted from their costs in arriving at their carrying
amounts. The original costs of those assets before the
deduction of the grants amounted to RMB117,183,000 (2015:
RMB117,183,000) as at 31 December 2016.

Details of the Group’s property, plant and machinery pledged
to secure the Group’s bank loans are set out in note 26.

R
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12.

13.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Certificates of ownership in respect of certain buildings of
the Group located in Guangzhou, Zhuhai, Lianyungang and
Ningbo with a total net carrying amount of approximately
RMB205,455,000 (2015: RMB296,114,000) as at 31
December 2016 have not yet been issued by the relevant PRC
authorities. As at the end of the reporting period, the directors
were still in the process of obtaining these certificates.

The net carrying amounts of the Group’s fixed assets held
under finance leases included in the total amounts of plant
and machinery at 31 December 2016 were RMB207,544,000
(2015: RMB216,035,000).

12. W% BE KRB (&)

RZZE—RF+ZA=+—8 KAEELREM-
HE EERERERNETEFTHAREMEESE
BFSMPIBREMERERE ZSETNREFES
A ARM205,455,000L (ZE—HF: AR
%296 114,0007T) * R & HK - EEEWE K
SRENRBFFE-

RZZE—RE+-_A=+—B XEERER
EHERACEETEECREEE Bt AW
LBERMBFIZHNBLEAN 2BARARE
207,544,000 (ZE—HF : AR¥216,035,000
7T) e

PROPERTIES UNDER DEVELOPMENT 13. BEPYE
2016 2015
—B-xE -—T_I14&
RMB’000 RMB’000
ARBT ARBFT
Carrying amount as at 1 January R—R—BZKRHE 808,127 -
Transfer from investment property (note 14) EREAREYE (KF14) 1,196,775 793,196
Additions NE 228,235 14,931
Carrying amount as at 31 December RT+ZA=+—HAZEEE 2,233,137 808,127
Amount classified as current assets DERRDEELEHE (1,036,362) (808,127)
Non-current portion EmEE 5 1,196,775 -

No impairment/reversal of impairment was recognised in the
statement of profit or loss and statement of comprehensive
income for the year ended 31 December 2016 (2015: nil).

At 31 December 2016, certain of the Group’s properties
under development with an aggregate carrying amount of
RMB442,742,000 (2015: nil) were pledged to secure certain
bank and other borrowings granted to the Group (note 26)

All properties under development are situated in Mainland
China and were held under long term leases as at 31
December 2016 and 2015.
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PR ER AR MIRE

31 December 2016 —Z— A &+-A=+—H

14. INVESTMENT PROPERTY 14. REWH
2016 2015
—E-RF —E—AEF
RMB’000 RMB’000
AR¥ T ARBF T
Building in Hong Kong BEZEF
Carrying amount at 1 January R—A—BZEEE - 6,627
Disposals & = (6,627)
Carrying amount at 31 December R+ZA=+—RAZEEE - -
Commercial property in Mainland China PR ERE
Carrying amount at 1 January R—A—BZEEE 2,306,804 2,327,000
Additions NE 28,192 145,118
Net gain from a fair value adjustment AFEARZ WS FE - 627,882
Transfer to properties under development EREZERPYE (M5E13)
(note 13) (1,196,775) (793,196)
Carrying amount at 31 December R+ZA=+—RAZEEE 1,138,221 2,306,804
1,138,221 2,306,804

—ERNFFERE
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14. INVESTMENT PROPERTY (Continued)

The Group’s investment property consist of one commercial
property in Mainland China, which is held under medium term
leases. The directors of the Company have determined that
the investment property is commercial asset, based on the
nature, characteristics and risks of each property.

Based on the valuation by RHL Appraisal Limited,
an independent professionally qualified valuer, at 31
December 2015, the fair value of investment property was
RMB2,306,804,000. At 31 December 2016, the fair value of
investment property was RMB1,138,221,000 after transferring
the second phase of investment property to property under
development with effect from 30 December 2016. Each year,
the Group’s property manager and the chief financial officer
decide, after approval from the audit committee, to appoint
which external valuer to be responsible for the external
valuations of the Group’s properties. Selection criteria include

14. BEYE (&)

AREENREDEBTE —BUXHE AN EA
WE - BTPRENRE - ERZEMENEER
BEFAZOER ARFAEEHRENEET
REREE-

REBIEEAEREEMKMTTEERER
REIR—_E—hAF+-_A=+—BHzZHE £E
M2 NFEAEARY2,306,804,0000T F = F
—RNEFE+Z A THEBE-_HREVEHEZHE
PYEE BREWER-_T—XR"F+_A=1+—
A2z RAFEAEAREL138,221,0007T - A £ & &)
YIEACIE R BB G RTINS ER 2 AR
KESERZESHER ZHAEABEAEEY
EZNEMEE - BEKGRETSENGR B2 5
THRETHFFEERE - AEENMELER
WIS REE TR B R F SV TSRS MRS ER

market knowledge, reputation, independence and whether
professional standards are maintained. The Group’s property
manager and the chief financial officer have discussions with
the valuer on the valuation assumptions and valuation results
twice a year when the valuation is performed for interim and
annual financial reporting.

Fair value hierarchy
The following table illustrates the fair value measurement
hierarchy of the Group’s investment property:

HiLEMRAEERRREELRETEN -

DFEER

TRETIAEERENEZ A TFEABER:

Fair value measurement as at 31 December 2016 using
REEB-ARE+ZRA=+-HAEAUTHAEFEZAVE

Quoted
prices

in active
markets
(Level 1)
REBRT 5
P8R /B 4%
(F—-R)
RMB’000
AR®TR

Recurring fair value KEEATETE:
measurement for:
Commercial property [k S =

Significant Significant

observable unobservable

inputs inputs
(Level 2) (Level 3) Total

PN BEXART

BEBAE BB AR
(F=8) (F=8&) A5t
RMB’000 RMB’000 RMB’000
ARBT R ARET T ARET T
- 1,138,221 1,138,221
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31 December 2016 —Z— A "F+-A=+—H

14. INVESTMENT PROPERTY (Continued)
Fair value hierarchy (Continued)

Recurring fair value KEHERAFEFTE:

measurement for:

14. REWE (&)
ATPEZER (&)

Fair value measurement as at 31 December 2015 using

R-B-RAF+-_A=+—-HERUTBAEFEZ QA FE

Quoted

prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

INVES TR BFARA Ep NG|

FrmER BEGAE BHERBAE
(E—/) (BE=#H) (B=%) #Et
RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETEIT AR®TE

Commercial property [EIERZES - - 2,306,804 2,306,804
During the year, there were no transfers of fair value RAFE F-—REF-_HrETELAFEFZ
measurements between Level 1 and Level 2 and no transfers 2EE NEAF-AEAIEL (ZFT-1F:
into or out of Level 3 (2015: nil). ;) o
Reconciliation of fair value measurements categorised within ARFEERE="FRNZAFEIELER:
Level 3 of the fair value hierarchy:
Commercial
property
[aRi R/
RMB’000
ARBETF T
Carrying amount at 1 January 2015 RZE—RAF—A—BZEEE 2,333,627
Additions NE 145,118
Disposals & (6,627)
Net gain from a fair value adjustment recognised in 18235 2 £ A RN ER 2
other income and gains in profit or loss NEEHAR W= FE 627,882
Transfer to properties under development EREERPYE (793,196)
Carrying amount at 31 December 2015 and R-ZE—RFE+-_A=+—8K
1 January 2016 —E-RF-—A—BZEHEE 2,306,804
Additions NE 28,192
Transfer to properties under development BERERRTYE (1,196,775)
Carrying amount at 31 December 2016 RZE—R"F+ZA=+—HBZKHAE 1,138,221

—E-RNFFERE

RIAMAARRMEZRERLH
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14. INVESTMENT PROPERTY (Continued) 14. REWE (#)
Fair value hierarchy (Continued) AEEER (FE)
The valuations of investment property were arrived at using BEMENHEDRARELBET 2R E @M
the direct comparison method by making reference to the [& AL B R S B B G i B

comparable sale prices in the relevant locality.

Below is a summary of the valuation techniques used and the HEREMELEDSNEERMEEZHAEDN
key inputs to the valuation of investment property: BMEHH 0T

Significant unobservable

Valuation techniques inputs Range or weighted average
fEE M BEXRFTUBERAER EES MEFY
2016 2015
—E—REF —E—A4EF
Retail Direct comparison method Market unit sale rate 6,506~7,836 5,038~10,000
(RMB/s.q.m.)
=& BEELEBE MiZEMERE
(BFITHKARY)
15. LONG TERM PREPAYMENTS AND DEPOSITS 15. REEARERRS
2016 2015
—E-RF —E—RF
RMB’000 RMB’000

AR®T T ARET T

Prepayments for property, plant and equipment VI B R R 2 B RIE 101,863 166,937
Deposits paid [RENE & 42,719 38,000
144,582 204,937
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16. PREPAID LAND LEASE PAYMENTS 16. EfFLHEE
2016 2015
—E-RF —E—hF
RMB’000 RMB’000

AR¥T T ARETT

Carrying amount at 1 January R—RA—BZEHE 1,107,630 1,074,391
Additions NE 157,380 56,363
Amortisation provided during the year FAEHRE (26,031) (23,124)
Carrying amount at 31 December RT+-ZA=+—AZEEE 1,238,979 1,107,630
Current portion included in prepayments, deposits & AFEfT 5B ~ 17 & & H Ath & IR
and other receivables (note 23) 18 2 BNERER > (B 3E23) (27,215) (24,182)
Non-current portion FEBNERER 1,211,764 1,083,448
Details of the Group’s leasehold lands that are pledged to AEFERKFERE L A BRANEBERITERD
secure the Group’s bank loans are set out in note 26. SEIBE AT FE26 ©
17. GOODWILL 17. &
2016 2015
=E-RF —E-RF
RMB’000 RMB’000

AR¥®T T ARETT

Cost and net carrying amount at 1 January R—HA—BZEAREEFE 4,075 4,075
Impairment during the year FRRIE (4,075) -
Net carrying amount at 31 December R+ A=+—RBZEEFE - 4,075
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17. GOODWILL (Continued) 17. & (&)
Impairment testing of goodwill BmEREAR

Goodwill acquired through a business combination is allocated
to the cash-generating unit (the “CGU”) of the anti-corrosion
business of Hualong Anti-Corrosion for impairment testing.

The recoverable amount of the CGU has been determined
based on a value in use calculation using cash flow
projections based on financial budgets covering a five-year
period approved by management. Based on management’s
assessment, the carrying amount of Hualong Anti-Corrosion
exceeded its recoverable amount as at 31 December 2016.
Therefore, an impairment loss of RMB4,075,000 on goodwill
was recognised in the consolidated statement of profit or loss
for the year ended 31 December 2016.

Assumptions were used in the value in use calculation of the
CGU as at 31 December 2016. The following describes each
key assumption on which management has based its cash
flow projections to undertake impairment testing of goodwill:

Budgeted gross margins — Management has determined the
budgeted gross margins based on past performance and its
expectations for market development.

Discount rate — The discount rate used is before tax and
reflects specific risks relating to the CGU.

Purchase price inflation — Management has considered the
possibility of increases in purchase price inflation at rates
ranging from 2.0% to 2.5%.

188 CHU KONG PETROLEUM AND NATURAL GAS STEEL PIPE HOLDINGS LIMITED

BRERAHESHEENRZERHENHE
%i&fﬁﬁéiﬁu(ffﬁiéi SA7 ) LA 1T
BRI -

ReELESN 2k BREERAEBTESE
BEr-RAEEDNREEEREMENAFHI K
BERARERERAFE - RBEERE 2T
M EERz2EEEBRERN T —RE+=
A=+—HBzaEkeE -t mERERBIE
AR#4,075,000cE REZE T —RF T A
=t HIEFEZHGEERRANER-

HERZE—AE+-A=+ - BRSELEQ
EREERAT B UTHIERBALEGE
B BRI KRS R B A A kR B E
R

BEEMN-EEEREBEIRARBATSER
EEBEEEN-
FAREF PR BEIR HORINGHIA X RRA

ReELBEMNFERR -

KEEBR-EEEBECERRBEBRE LR
2.0% £2.5% H9 A BE 1 ©

Annual Report 2016



NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

18. INVESTMENT IN A JOINT VENTURE 18. R—REBEE AR ZKRE
2016 2015
—B-RF —T—AF
RMB’'000 RMB’000

AR¥T T ARETT

Share of net assets DIEEERE 47,541 42,789
Exchange realignment PE 3 58 & (10,206) (3,999)
37,335 38,790
Particulars of the Group’s joint venture are as follows: KEBEERTZFHBIHNAT
Place of Percentage of
Particulars  registration Bt
of issued and Ownership Voting Profit Principal
Name shares held business interest power sharing activities
e BT R
£ IR 13 F 1B EEME EEER REHE FEAE R R FEEK
Al-Qahtani PCK Registered Kingdom of 50 50 50 Manufacture and
Pipe Company capital of Saudi Arabia sale of welded
SR50 million steel pipes
each
Al-Qahtani PCK EMEASE b B RHERENE
Pipe Company 50,000,000  fUh{AF &
DRHEDR
The above investment in a joint venture is indirectly held by FHRREERRZIREBRARAIMERE -

the Company.

Al-Qahtani PCK Pipe Company, which is considered a material Al-Qahtani PCK Pipe Company #1387~ %E 2
joint venture of the Group, acts as the Group’s producer and BEREERNT HREXAEERD FRAETEH
distributor of steel pipes in the Kingdom of Saudi Arabia and FERDHME  WAEREAR

is accounted for using the equity method.
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31 December 2016 —Z—A<F+=-A=+—H

18. INVESTMENT IN A JOINT VENTURE (Continued) 18. R—EEE QAR ZKRE (#)
The following table illustrates the summarised financial N Z& %7~ Al-Qahtani PCK Pipe Company 2 817§
information of Al-Qahtani PCK Pipe Company adjusted for ERBE ERERSHERAMNEEELFE .
any differences in accounting policies, and reconciled to the 7 2 B 75 i 2% P 7)) B T B 49 R

carrying amount in the financial statements:

2016 2015
—E-REF —E—RF
RMB’000 RMB’000

AR¥T T ARBET T

Other receivables Eqth i W 5k IE 7,722 2,237
Cash and bank balances Re RIRITER 15,693 77,634
Total current assets mBEERE 23,415 79,871
Property, plant and equipment Y BB MR 565,824 463,328
Total non-current assets EMBNE EBE 565,824 463,328
Amount due to PCKSP FE AT 7 B TR 80 B RUE 1,191 -
Other payables E e RIE 29,842 22,885
Trade payables B S EMRK 7,564 5,182
Current portion of long term loan EHEF RS 18,544 -
Total current liabilities MEBERTE 57,141 28,067

Non-current financial liabilities, excluding trade and 3ERE TR EBE  TREE FER

other payables and provisions R BN Hh JE < FRIE R BB 353,133 345,663
Non-current liabilities EREAE 353,133 345,663
Net assets BEEFE 178,965 169,469
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18. INVESTMENT IN A JOINT VENTURE (Continued) 18. R—EEERAAZRE (#)
2016 2015
—E-RF —T—AF
RMB’'000 RMB’000

AR¥T T ARETT

Reconciliation to the Group’s interest in the joint HAEBNEGERNA 2R
venture:
The profit from contribution of non-monetary assets 3F & ¥ & &E 2 & 7 5 B (83,883) (83,892)
Net assets after reconciliation HEEREETE 95,082 85,577
Proportion of the Group’s ownership REE 7 BB RELL 50% 50%
Group’s share of net assets of the joint venture REEEEEERAEEFEE 47,541 42,789
Carrying amount of the investment KEREE 47,541 42,789
Administrative expenses THEA (2,920) (1,164)
Loss and total comprehensive loss for the year AEEEBEBEEEEEEES (2,920) (1,164)
19. AVAILABLE-FOR-SALE INVESTMENT 19. I EHERE
2016 2015
—E-XKF —T-0F
RMB’000 RMB’000
AREBT ARBEFTT
Unlisted equity investment, E N N
at cost less impairment AR R E 800 800
The unlisted equity investment with a carrying amount of REEARMKS800,000 (ZE—HF:ARK
RMB800,000 (2015: RMB800,000) is stated at cost less 800,0007T ) 2 3F L T fR AN 1% & = Bl AN ERURL B )
impairment as the investment does not have quoted a market R AAREAERMS LV EMERE  MZ
price in an active market, and the range of reasonable REZEBRATHEMBTCHEBAKRN EFRAE
fair value estimates of such investment is so wide that the N EREEF SEMFH - REE W A TERANEH
directors are of the opinion that its fair value cannot be W EZIEE -

measured reliably. The Group does not intend to dispose of
the investment in the near future.
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20. DEFERRED TAX
Deferred tax assets

Impairment of

20. IEEBLIR
ELEHEEE
Losses
available

for offsetting

trade and against
other future taxable
receivables profits Total
BEZR ] {4t 45 8
H {th f& W k18 RIRPER
WE BERANZEER st
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR¥T T
At 1 January 2016 RZE—XRF—H—H 1,810 78,687 80,497
Deferred tax charged to FARGREERE
the consolidated statement of B 89 IE I A% I8
profit or loss during the year (1,810) (78,687) (80,497)
At 31 December 2016 R-ZTE—RF+-_A=+—H - - -
Losses
available
Impairment of for offsetting
trade and against
other  future taxable
receivables profits Total
AR B R 2R
B REME  ERTUGENZ
W R T8 R (B BB #Et
RMB’000 RMB’000 RMB’000
AR¥ETFTT AR FT AR¥EFTT
At 1 January 2015 RZZE—RF—HF—H 4,784 57,203 61,987
Deferred tax (charged)/credited to & AR 4RA BzE (1K) A
the consolidated statement of B IR RE T 18
profit or loss during the year (2,974) 21,484 18,510
At 31 December 2015 R_ZT—HF+-_HA=+—H 1,810 78,687 80,497
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20. DEFERRED TAX (Continued) 20. IEEFHIE (#)

As at 31 December 2016, the Group had tax losses arising
in Hong Kong of RMB372,090,000 (2015: RMB212,652,000),
which are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose.
The Group also has tax losses arising in Mainland China of
RMB1,143,459,000 (2015: RMB409,026,000) that will expire
in one to five years for offsetting against future taxable profits.
Deferred tax assets have not been recognised in respect of
these losses as they have arisen in subsidiaries that have

RZE—RNF+_A=+—"8B XEERE
BEHAEHIEEEBARE372,090,000T (=
—hF: AR®212,652,0000) ZEREE
BUERABERHELBASEN QRN RKE
AR A o AN B IR R B A R B B IE B 1R
ARML1,143,459,000t (ZE—HF: ARK
409,026,0007T) * & —Z= 1 F A E| B - BUIK 85
RRERB AN BAREEZSEBANNER A
B B8 — BB B AR AT B B A R aR B0 1 A

been loss-making for some time and it is not considered BEATBHARIEEE HUARZSEERRE
probable that taxable profits will be available against which ETRIEEE ©
the tax losses can be utilised.
Deferred tax liabilities EEHRBEE
Appreciation
Changes in of property,
fair value of plant and
investment equipment Withholding
property and lands tax Total
ME BER
REWEZ RER
AREEE T FHE BB st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR®TR AR®T R AR®T T
At 1 January 2016 RZE—RE— 602,239 12,466 2,265 616,970
Deferred tax charged to the EWH@%Q%E%
consolidated statement of Bl 3= iR 07
profit or loss during the year (24,503) (266) - (24,769)
Gross deferred tax liabilities RZE—R"F+ZA=+—H
recognised in the EREMBHRNRERZ
consolidated statement EERIEAELESE
of financial position at
31 December 2016 577,736 12,200 2,265 592,201

R
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31 December 2016 —ZT— R "F+=-A=+—H

20. DEFERRED TAX (Continued) 20. IEEFHIE (#)

Appreciation

Changes in of property,
fair value of plant and
investment equipment Withholding
property and lands tax Total
mE - -BER
REMEL FHER
NTEEZE T FHE FEH et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETTT ARETTT
At 1 January 2015 RZZE—HF—HA—H 461,561 12,733 2,265 476,559
Deferred tax charged/(credited) FARiFABRERMNG/
to the consolidated statement of (5t A ) HE L 718
profit or loss during the year 140,665 (267) - 140,398
Exchange differences BE 5 AR 13 - - 13
Gross deferred tax liabilities R-ZE—RF+=-A=+—H
recognised in the consolidated  7E4r A BBk RIER
statement of financial position at ELFE & B4 %
31 December 2015 602,239 12,466 2,265 616,970

Pursuant to the PRC Corporate Income Tax Law, a 10% (or
a lower rate if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors) withholding tax
is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies
to earnings after 31 December 2007. The Group is therefore
liable for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.

Since year 2011, no deferred tax has been recognised by
the Group for withholding taxes that would be payable on the
unremitted earnings of those subsidiaries that are subject
to withholding taxes as management considered it is not
probable that those subsidiaries will distribute such earnings
in the foreseeable future.

194 CHU KONG PETROLEUM AND NATURAL GAS STEEL PIPE HOLDINGS LIMITED

B4R B RS BOE - i 7 AP B KB B SZ A9 1
BRERBIMMEESTIREE ERH10% (=
fisd o B A 3 ER SN B 4% B B P RA MR B B TS
FORERERF) AR -WURER_FTFEN
F-A-BER ABERAR_TTLF+_HA
=t HERBROEN Bt REBEARP
NI 2 ZEMBRARS - EENF—A—H
REEZANDIRNRSEMIRION -

BE-E——FE AKSEHENRABNEORZ
ZEME AR 2 R E L B A SR TR
REEBE AREEEAR/ZEMBE AR TN
AREEF RE R D IRZ SRR

=T

Annual Report 2016



NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

21. INVENTORIES 21. #&
2016 2015
=t B e
RMB’000 RMB’000
AR¥T T ARBEF T
Raw materials R 121,858 254,521
Work in progress &M 120,216 230,325
Finished goods LUK i 196,058 342,048
438,132 826,894
Less: Provision against slow-moving and BB HEREFERE
obsolete inventories (27,131) (10,779)
411,001 816,115
22. TRADE AND BILLS RECEIVABLES 2. ESRBRERRREVRRE

2016 2015
—E-REF —E—RF
RMB’000 RMB’000
AR¥T T ARBEF T
Trade receivables B 5 EWER 608,491 912,410
Impairment A (12,712) (11,098)
Trade receivables, net Z S RRERRFE 595,779 901,312
Bills receivables* e 22,642 19,831
618,421 921,143

* As at 31 December 2016, the Group’s bills receivables of * R-E—RNE+_A=+—"HB AEBZEKE

RMB1,000,000 (2015: nil) were pledged to secure the Group’s A AR%1,000000t (ZZE—RF %) BEH

banking facilities. TEH IR LS AREE 2 IRITEE -
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22. TRADE AND BILLS RECEIVABLES (Continued) 22. ESRWRAKRERERE (8
The Group’s trading terms with its customers are mainly on AEBEARFPFNEBESRAETEREE ENE
credit, except for new customers, where payment in advance P—REEBEFNEXBRIN-EEH—HKREA30AH
is normally required. The credit period is generally 30 to Z90H -BHEEBEFP AR %fégﬁﬁﬁﬁ°$%lﬁ%‘§ﬁ
90 days. Each customer has a maximum credit limit. The BEREEEEAREEEKIFE K REEER
Group seeks to maintain strict control over its outstanding 2 AR o 8 H RO EEmi&Afi/\?-\iﬁSﬁﬁﬁﬁ
receivables to minimise credit risk. Overdue balances are EREMBERAREE LAEE 2B S EIR R
reviewed regularly by the senior management. In view of REDHEFPFBEH MUBEREEERERR-
the aforementioned and the fact that the Group’s trade AEFETHE F R R T E I &R A E 1
receivables relate to a large number of diversified customers, EHRMAEMRBAGEANRE -ZHRIMERR
there is no significant concentration of credit risk. The Group =

does not hold any collateral or other credit enhancements
over its trade receivable balances. Trade receivables are
non-interest-bearing.

RERR REFAHR/EERCHBRERD
B RURSRE DT -

An aged analysis of the trade receivables as at the end of

m

the reporting period, based on the invoice date and net of
provisions, is as follows:

2016 2015
=F-REF —T-RF
RMB’000 RMB’000

ARBTR ARET T

Within 60 days 60H A 206,449 351,437
61 to 90 days 61H £90H 20,122 43,034
91 to 180 days 91H #2180H 88,491 85,475
181 to 365 days 181H %=365H 52,332 203,946
1 to 2 years 1224 135,429 162,347
2 to 3 years 2E3F 78,347 33,893
Over 3 years HBiE3F 14,609 21,180

595,779 901,312
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31 December 2016 —Z—X<&+—-_A=+—H

22. TRADE AND BILLS RECEIVABLES (Continued) 2. ESZRWERRRERERE (&)

The movements in the provision for impairment of trade ZoRBETRERBEEEHUT
receivables are as follows:

2016 2015
—E-REF —E—RF
RMB’000 RMB’000

AR¥T T ARETT

At 1 January n—HA—H 11,098 28,963
Impairment losses recognised EmRREEE 3,745 1,166
Impairment losses reversed [RECAEINREN-SE = (2,131) (19,031)
At 31 December R+ZA=+—8H 12,712 11,098
Included in the above provision for impairment of trade ATALME S RBIERNFREREAERNERE
receivables is a provision for individually impaired trade ZESRUBERARKL2,712,000 (= —H
receivables of RMB12,712,000 (2015: RMB11,098,000) with F: AR®11,098,0007T) 2 # & BERNMERE
a carrying amount before provision of RMB12,712,000 (2015: BEAEARML2 712,000 (ZE—HF: AR
RMB11,098,000). 11,098,0007T) °

An aged analysis of trade receivables that are not considered WRATERENE HEKERKRRITOT

to be impaired is as follows:

2016 2015
—E-XRF —E—hF
RMB’000 RMB’000

AR®T T ARET T

Neither past due nor impaired R B R ROR 428,396 602,919
Past due but not impaired BHB R RE

1 to 180 days 1H%=180H 75,895 149,953

181 to 365 days 181H £365H 25,634 100,767

Over 365 days #HI365H LA E 65,854 47,673

595,779 901,312

The Group’s neither past due nor impaired trade receivables AEBERBHERHBERENE ZEKEREE
mainly represent sales made to recognised and creditworthy EHERATREENSEANERNESNERP
customers for whom there was no recent history of default. EITHHE ZERBEERTIETRINEP
These customers who trade on credit terms are subject to HARBEERERFEZ-

credit verification procedures.

Receivables that were past due but not impaired relate 80 HAMB SR 3R R B A FE IR B % 4 B K &R (R
to a number of independent customers that have a good BRIFTELENBYITPER - REBBTLR
track record with the Group. Based on past experience, the EERR NZELEBME AN EEERLR
directors are of the opinion that no provision for impairment is BESKNEY  HZFERDEE AR ESE -
necessary in respect of these balances as there has not been U ZR B A AR RDRUE R o

a significant change in credit quality and the balances are still
considered fully recoverable.
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31 December 2016 NFE+ZA=+—H

23. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

23 ANRE RERHEMERKE

2016 2015
—E—XF —E—hE
RMB’000 RMB’000
ARBT ARBEFT
Prepayments SEEN O 428,039 552,601
Deposits and other receivables =& & H th B W kIR 127,712 203,331
Tax recoverable A Y B 75 18 168,793 194,423
Current portion of land lease payments (note 16) TS A RENHLH (M 7E16) 27,215 24,182
751,759 974,537
Less: Impairment of deposits and other receivables & : % & N H {th i I E B (E (94,262) (23,752)
657,497 950,785

The movements in the provision for impairment of deposits ReREMBEWFIEREREZE LT

and other receivables are as follows:

2016 2015
—E-RF —E—hF
RMB’000 RMB’000
AR¥ T ARBF T
At 1 January n—HA—H 23,752 21,339
Impairment losses recognised (note 6) B RBERE (i) 70,510 2,413
At 31 December R+—-_A=+—H 94,262 23,752

As at 31 December 2016, the net balance of deposits and

other receivables was neither past due nor impaired.

assets included in the above balance relate to receivables for

which there was no recent history of default.
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31 December 2016

T—<E+=A=+—A

24. CASH AND BANK BALANCES AND PLEDGED

24 RERBITERRCERRZRFIE

AND RESTRICTED BANK BALANCES 1THEER
2016 2015
—E-KF ZE—HF
Notes RMB’000 RMB’000
B 5 AR¥T ARBEFT
Cash and bank balances He MIRITH 439,067 286,135
Pledged and restricted bank balances B R PR B R 1T 4 82 657,960 850,349
1,097,027 1,136,484

Less: W
Pledged and restricted bank balances B R X R HIRIT A8

— Pledged for long-term bank loans - RAIRITERIEE T 26(c) (410,160) (491,150)
— Pledged for bank acceptance notes —BhIR 1T K R IR R (197,158) (256,486)
— Pledged for letters of guarantee —BIRFEEERIF (29,902) (102,713)
— Restricted cash -ZRBRHIEE (@) (20,740) -
Cash and cash equivalents RehkBeEEY (b) 439,067 286,135

Notes:

(@)

(b)

Pursuant to the relevant regulations in the PRC, certain property
development companies of the Group are required to place at
designated bank accounts certain amounts of pre-sales proceeds
of properties as guarantee deposits for the construction of the
related properties. The deposits can only be used for purchases
of construction materials and payments of construction fees for
the relevant property projects. As at 31 December 2016, such
guarantee deposits amounted to RMB18,419,000 (2015: nil).

As at 31 December 2016, two subsidiaries of the Group
are defendants in a dispute brought by a supplier. Pursuant
to the property preservation, the Group’s bank account of
RMB2,321,000 was frozen.

As at 31 December 2016, the Group’s cash and cash equivalents
denominated in RMB amounted to RMB371,632,000 (2015:
RMB246,391,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. The bank balances and pledged deposits
are deposited with creditworthy banks with no recent history of
default.

—E-RNFFERE

GEE

(@)

(b)

RIFFEEBRY AEEETYWERRARA
RETRTEFFEASTSENBEMEMSER
BIEARSHEEDENRES -ZEREARH
FEMEBEEREEERSIMBLRINBEEEBA R
—E—XE+ZA=+—RH %ZRBEELAARE
18,419,0007C ( ZZE—HF 1 &) o

RZE—R"EF+ZA=Z+—B AEBZWEH
BRAAMEEBZERZFAREP ZHWEARE
BMERE2 AEEFAEARY2,321,0007T 2 R1T
BRPE R -

RZE—RNE+ZA=Z+—B TEBUARE
FHENEe RREEEY R ARK371,632,0007T
(ZZ— R %F: AR246,391,0007T) - A REETR
AEALBRAREMER BB EHR A AINE
BRI RAEE  SERMNESEME  AEHEA
FRERBETIIEEBORITHEARBN LA
HihE# -

RITMERRITFRMN TR ELEN T BRI R
B -RITEBRICERFERNFERNEEEE
B H30 M4 R FE SRR ERTT o
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25. TRADE AND BILLS PAYABLES

NETZA=A

H

An aged analysis of the trade and bills payables as at the

end of the reporting period, based on the invoice date, is as

follows:

25.

EZRNRARENRE

RBEPHR RERZOHAENEIRITER

MENEBERESTOT

2016 2015
—E-—RF T —AhF
RMB’000 RMB’000
AR®BT T ARBFTT

Trade payables BESEMERR
Within 90 days 90H A 309,447 353,210
91 to 180 days 91H £180H 52,683 60,472
181 to 365 days 181 H #£365H 149,595 92,767
1 to 2 years 1&E2%F 88,756 33,059
2 to 3 years 22 3F 20,748 16,041
Over 3 years HHIR3F 17,562 9,676
638,791 565,225
Bills payables EAEE 151,557 496,860
790,348 1,062,085

The trade payables are non-interest-bearing and are normally

settled on 60-day terms.

All the bills payables have maturity dates within 180 days.
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26. INTEREST-BEARING BANK AND OTHER 26. sFERITRHEMEE

BORROWINGS
2016 2015
“E-R% —E-T1%
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
BRAIE %) HMBE  ARMTRT EBEAE®) IME  ARETET
Current ik
Finance lease payables (note 27) FEfRERERE (Mir27) 4.61-8.43 2017 96,076 4,61-8.43 2016 72,631
Bank loans RITER
- secured -BER 1.00-6.16 2017 707,682 2.07-7.59 2016 393,060
- unsecured -BER 2.85-6.09 2017 1,023,033 2.30-7.59 2016 1,232,162
Other borrowing Hinfg g
— unsecured -ERA 2.94-18.00 2017 368,578 - - -
Government loans BRER
- secured -BER 4.90 2017 17,600 - - -
- unsecured -BER 3.15-5.50 2017 200,000 4.20-6.33 2016 99,500
Current portion of long term loans REEFRDHD
- secured -BEA 2.30-5.96 2017 1,818,847 2.34-7.04 2016 674,839
- unsecured -EEA 2.50 2017 143,120 6.15-7.04 2016 381,054
4,374,936 2,853,246
Non-current FRE
Finance lease payables (note 27) [ERBEREE (MW7) 4.61-8.43  2018~2020 149,998 461-843  2017-2020 235,541
Bank loans RITER
— secured -HER 2.30-5.96  2018-2028 718,006 2.07-6.40  2017-2028 566,767
- unsecured -BER - - - 1.85-6.15  2017-2020 1,502,173
Government loans BRER
— secured -BHEA 4.75-490  2018-2023 521,900 4,90-5.40 2023 410,000
— unsecured &R - - - 5.50 2017 200,000
1,389,904 2,914,481
5,764,840 5,767,727

— = R

=
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31 December 2016 —Z—~F+-_A=+—H
26. INTEREST-BEARING BANK AND OTHER 26. sFERITREMEE (80)

BORROWINGS (Continued)

2016 2015
—E—XF —E—hE
RMB’000 RMB’000

AR®T T ARBTT

Analysed into: BTN A:
Bank loans repayable: AR THREENRITER:
Within one year —F KN 3,692,682 2,681,115
In the second year F_F 140,556 1,354,970
In the third to fifth years, F=FEERF
inclusive (BHEEERT) 439,450 565,970
Beyond five years BiBAF 138,000 148,000
4,410,688 4,750,055
Government loans repayable: AR THREENBRNTER:
Within one year —F RN 217,600 99,500
In the second year F_F 143,500 200,000
In the third to fifth years, F-FEFRF
inclusive (BREEREWMT) 246,400 -
Beyond five years BiE T 132,000 410,000
739,500 709,500
Other borrowings repayable: ARATEIR EE
H 845
Within one year —F R 464,654 72,631

—fF 97,319 89,948

In the second year %
EoFEERF

In the third to fifth years,

inclusive (BIEEEMS) 52,679 145,593
614,652 308,172
5,764,840 5,767,727
Certain of the Group’s bank loans are secured by: AEEETRITEFBTISEERER:
(a) The pledge of certain property, plant and equipment of (@ ERAEERNBRERREEDFEARAR
the Group with a net carrying amount of approximately #1,512,480,000c (ZZE —HF: AR
RMB1,512,480,000 (2015: RMB582,846,000) as at the 582,846,0007T ) K& TH % - WE K&

end of the reporting period;
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26. INTEREST-BEARING BANK AND OTHER 26. AFERTRAEMEE (8

BORROWINGS (Continued)

(b) The pledge of certain leasehold lands of the Group with a () BERAEERBERRKEFENRAR
net carrying amount of approximately RMB1,061,802,000 #1,061,802,000t (ZE—HF: AR
(2015: RMB650,234,000) as at the end of the reporting 650,234,0007T ) K% THE T H#
period;

(c) The pledge of certain of the Group’s deposits amounting c) EEAEERBREHRSEAARE
to RMB410,160,000 (2015: RMB491,150,000) as at the 410,160,000 (T —HF: AR
end of the reporting period; and 491,150,0007T ) K& TEH &

(d) The pledge of certain of the Group’s properties under d BERXEERBRETHRBRARE
development amounting to RMB442,742,000 (2015: nil) 442,742,000 (—E—RHF - #)NHE T 3%
as at the end of the reporting period. R

Except for the bank loans of RMB161,566,000 (2015: RZE—RNF+ZA=Z+—H8 BRBITEX

RMB236,803,000) and RMB1,986,000,000 (2015: AR ®161,566,000c( T —HF: AR

RMB2,194,929,000) as at 31 December 2016, which are 236,803,0007T ) & A R #1,986,000,0007T (=&

denominated in Hong Kong dollars and United States dollars, —FHF: AR ¥2,194,929,0007T) % Bl LA T K

respectively, all borrowings are in RMB. ETHEIN 2HEEHUAREIIE -

The Group had the following undrawn banking facilities: REEA T HARERRITEE:

2016 2015
—E—X —E—AE
RMB’000 RMB’000

AR¥T T ARETT

Floating rate PR o) P

— expiring within one year* ——FREIE 1,944,563 1,365,867

* Pursuant to the relevant contract, certain of the Group’s undrawn * BEFBEAY ~EEEE A ARE1,200,000,000
banking facilities of RMB1,200,000,000 (2015: nil) can only be T(ZE—RF J\)zEeTRIERBITEEEA
used for property development projects and are repayable based ARM¥EREBER TEHEAMEZREERTE
on the progress of such properties’ pre-sale. &
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27. FINANCE LEASE PAYABLES 27. ENmEHEERE

The Group leases certain of its plant and machinery for
its steel pipe manufacturing business. These leases are
classified as finance leases and have remaining lease terms
ranging from 22 to 47 months.

On 21 April 2014, PCKSP entered into an equipment transfer
contract and a finance lease contract (collectively the “2014
finance lease arrangement”) with CDB Leasing Co., Ltd. (“E
ReMBEARAA" (the “Lessor’). Pursuant to the 2014
finance lease arrangement, PCKSP sold the equipment to the
Lessor, and the Lessor leased back the equipment to PCKSP
for a period of 60 months. The aggregate consideration was
RMB200 million, and PCKSP paid a guarantee deposit of
RMB26 million and a service charge of RMB10 million to the
Lessor. According to the 2014 finance lease arrangement, if
no default occurs during the lease term, the ownership of the
equipment shall be automatically transferred to the Group at a
price of RMB100 upon expiration of the lease term.

On 23 November 2015, PCKSP (Zhuhai) entered into an
equipment transfer contract and a finance lease contract
(collectively the “Zhuhai finance lease arrangement”) with
Henggin Jintou Financial Leasing Co., Ltd. (‘&= & & EE
MEMREER AR (the “Lessor”). Pursuant to the Zhuhai
finance lease arrangement, PCKSP (Zhuhai) sold the
equipment to the Lessor, and the Lessor leased back the
equipment to PCKSP (Zhuhai) for a period of 36 months. The
aggregate consideration was RMB100 million, and PCKSP
(Zhuhai) paid a guarantee deposit of RMB6 million and a
service charge of RMB5.4 million to the Lessor. According to
the Zhuhai finance lease arrangement, if no default occurs
during the lease term, the ownership of the equipment
shall be automatically transferred to the Group at a price of
RMB100 upon expiration of the lease term.
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27. FINANCE LEASE PAYABLES (Continued) 27. EN®EHEERE (&)

On 21 December 2015, PCKSP entered into an equipment
transfer contract and a finance lease contract (collectively
the “2015 finance lease arrangement”) with KW Leasing
Co., Ltd. ("&£ ABEBEmMEHEABMR QA" (the “Lessor”).
Pursuant to the 2015 finance lease arrangement, PCKSP
sold the equipment to the Lessor, and the Lessor leased
back the equipment to PCKSP for a period of 60 months. The
aggregate consideration was RMB60 million, and PCKSP paid
a guarantee deposit of RMB6 million and a service charge of
RMB3.5 million to the Lessor. According to the 2015 finance
lease arrangement, if no default occurs during the lease
term, the ownership of the equipment shall be automatically
transferred to the Group at a price of RMB100 upon expiration
of the lease term.

On 1 January 2016, PCKSP (Lianyungang) entered into an
equipment purchase contract and a finance lease contract
(collectively the “Lianyungang finance lease arrangement”)
with Yayin (Zhuhai) Financial Leasing Co., Ltd. (“3ziR
(BRH)BMEMEER QA" (the “Lessor”). Pursuant to
the Lianyungang finance lease arrangement, PCKSP
(Lianyungang) leased the equipment from the Lessor for
a period of 36 months. The aggregate consideration was
RMB16,453,000, and PCKSP (Lianyungang) paid a service
charge of RMB113,000 to the Lessor. According to the
Lianyungang finance lease arrangement, if no default occurs
during the lease term, the ownership of the equipment
shall be automatically transferred to the Group at a price of
RMB100 upon expiration of the lease term.

Rent is calculated on the leasing cost and the lease
rate which was decided based on the interest rate for a
one-to-five-year loan designated in RMB quoted by the
People’s Bank of China (“PBOC").

T NEEERE

RZE—RAF+ZA=Z+—RH HFBHKIME
HEABBEREREARAA (THMEAL)RIZ
— M (RELHEER) R—H(REBESR)
(B AFREHETH]) - RE=F
—hEMEMELH FEEKIHEMEEAL
ERE MEBAASREED FTESKTIHEE
7% Bi601E A - #2887 A K #60,000,0007T ' M
FEBHIMNEEMEAAINEREEARE
6,000,0007T & Az 7% & A K #3,500,0007T ° 18 #&
T -AFREREREE - WRERATEREE
BH AZEENBEEERERERE e BE
BEREE  EERAREL00T -

RZE—RF—A—RB BFEHRINE (EE2H)
HOR (K REMREFR AR ([HBAT
URBREBECARBEREGD (KB EEE
MERESZH]) BEEEEMERERY &
BHIME (EEB)CaBAARERE  AH
361E A - 4K (B A& A R¥16,453,0007T ' & & Ik
LT GEER)EXMNREE AKE113,0007T
FHEAA-REBEEEZERERELH WHABN
EEEAMELN AZRBEOESEREBRER
BEDEBEARER EEARARKL00T-

HeERBEERAREEE (REFEARRIT
(TFBEARBITDABZARE -—ERFHE

=
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27. FINANCE LEASE PAYABLES (Continued)

At 31 December 2016, the total future minimum lease
payments under finance leases and their present values were

as follows:

27. BN RMEMEERE (&)
R-B—AF+-A=+—-B REAEEHELA
mEMZRERERERAERLRERTIMT

Present value

Present value

Minimum Minimum of minimum of minimum
lease lease lease lease
payments payments payments payments
RIEHEE RIEHEE RERAE =EHEE
;IE FE O OREZBEE REZRE
2016 2015 2016 2015
TE-XE —_ZT-—HE ZB-XF —T—HF
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARBFITT AR®BTRT AREFTT
Amounts payable: JEN &5
Within one year —FR 107,303 90,868 96,076 72,631
In the second year FEF 103,764 103,129 97,319 89,948
In the third to fifth years, inclusive F-FEERF
(REEEME) 55,623 154,941 52,679 145,593
Total minimum finance REMEREREEE
lease payments 266,690 348,938 246,074 308,172
Future finance charges AR BER (20,616) (40,766)
Total net finance lease payables AR ERBLTFE 246,074 308,172
Portion classified as current liabilites S EARBEEZ $H
(note 26) (PHf5E26) (96,076) (72,631)
Non-current portion (note 26) FEmEHH (ME26) 149,998 235,541
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28. OTHER PAYABLES AND ACCRUALS 28. HtENREREFTEH
2016 2015
—E-XF —T-HF
RMB’'000 RMB’000

AR¥T T ARET T

Deposits received Bz e 323,648 211,288
Receipts in advance* T8 W ke 525,314 83,515
Other payables** B JE A R IE 264,344 237,154
Payroll payables JE 1<% i B 28,892 26,241
Accruals and other liabilities EETEARHEMARE 19,629 20,333
Other tax payables H b FERT A 1R 23,697 12,078

1,185,524 590,609
* Receipts in advance represent sales proceeds received from * FERFEAAEBEEREMBR ZHEERE

buyers in connection with the Group’s pre-sales of properties.

**  Other payables are non-interest-bearing and have an average o HtENREBEATHANERFTHHERAMNE =@
term of two to three months. Ao
29. PROVISION 29. &

Legal

proceedings

EERRF

RMB’000

ARBFIT

At 1 January 2015 R-ZE—RF—HA—H 29,960

Additional provision REONE 4,470

Utilised during the year FANEEHA (10,082)

At 31 December 2015 and 1 January 2016 RZE—AF+_A=T—RBEZZE—R"F—H—H 24,348

Additional provision REONEE 4,920

At 31 December 2016 RZTB—RE+HA=+—8H 29,268
Two subsidiaries of the Group are currently defendants in AEEMENBRARBEMNA—RE=-FIREMF
lawsuits brought by a third party alleging that the subsidiaries BZWE ZE=TEHEZEMNBRARERRET
breached and repudiated certain counter guarantee contracts. BITETRERGHN ZBRAFENEMEER
The claim is subject to the legal arbitration and is only ARE BHER_ZE—tLtFEEFEE NS H
expected to be finalised in late 2017. As at the reporting B ZBEEFTEAARK29,268,0007T (£

date, the provision was re-assessed to be RMB29,268,000 FEIRBFE) °
(including related interest).
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30. FIXED RATE BONDS 30 EEESH

US$72,000,000 5.6% bonds due 2018

On 30 April 2013, the Group issued bonds with a principal
amount of US$72,000,000 and the bonds will be repayable in
full by 30 April 2018 (the “2013 Bonds”). The bonds may be
redeemed at the option of the Group in whole, but not in part,
at any time, on giving not less than 30 nor more than 60 days’
notice to the holders of the bonds, at their principal amount,
together with the interest accrued to the date fixed for
redemption. The bonds bear interest at a fixed coupon interest
rate of 5.6% per annum for five years payable semi-annually,
commencing on 30 October 2013. The bonds are unsecured.

The bonds were issued for refinancing the existing debts and
were for general corporate purposes. The net proceeds from
the bonds after deducting the issue expenses amounted to
approximately RMB438,381,000.

HK$100,000,000 5% bonds due 2017

On 2 May 2014, the Group issued bonds with a principal
amount of HK$100,000,000, which were subscribed at a price
equal to HK$86,500,000 and the bonds will be repayable in
full by 2 May 2017 (the “2014 Bonds”). The bonds may be
redeemed at the option of the Group in whole, but not in part,
at any time, on giving not less than 30 nor more than 60 days’
notice to the holders of the bonds, at their principal amount,
together with the interest accrued to the date fixed for
redemption. The bonds bear interest at a fixed coupon interest
rate of 5% per annum for three years payable semi-annually,
commencing on 2 November 2014. The bonds are unsecured.

The bonds were issued for refinancing the existing debt
and were for general corporate purposes. The net proceeds
from the bonds after deducting issue expenses amounted to
approximately RMB68,597,000.
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PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

30. FIXED RATE BONDS (Continued) 30. EEES (@)
2013 Bonds —E-=ZHE%
2016 2015
—E-RF —E—RF
RMB’000 RMB’000
AR¥T ARBEFTT
Carrying amount as at 1 January R—A—BZEREE 462,965 434,632
Amortisation B 2,184 1,915
Exchange realignment PE H F 31,460 26,418
Carrying amount as at 31 December RT+ZA=+—RAZEEE 496,609 462,965
The effective interest rate of the bonds is 6.05% per annum. &5 2 B F N % /56.05% °
2014 Bonds —E-NFEEF
2016 2015
—E-XRE —E-RF
RMB’000 RMB’000
ARBT T ARBFTT
Carrying amount as at 1 January R—RA—BZEHE 78,686 70,542
Amortisation b 3,858 3,613
Exchange realignment PE 3 & 5,367 4,531
Carrying amount as at 31 December RT+ZRA=+—HZEEE 87,911 78,686
Less: Current portion W mEN AR (87,911) -
Carrying amount as at 31 December R+ZA=+—HB2EKEE = 78,686

The effective interest rate of the bonds is 10.62% per annum.

—E-RNFFERE

BEHFZ2ERFHNEE10.62% °

BImmAAREEEREGRAT 209



NOTES TO FINANCIAL STATEMENTS

U e
31 December 2016 —Z—A<F+=-A=+—H
31. GOVERNMENT GRANTS 31. BT RL
2016 2015
—E-RF —T—AF
RMB’000 RMB’000
ARBT ARBF T
At 1 January n—HA—H 205,875 112,728
Grants received during the year FAE R 184,523 104,470
Recognised as income during the year (note 5) FAERBBKA (HFE5) (20,691) (11,323)
At 31 December R+-—A=+—H 369,707 205,875

Government grants have been received as encouragement

for technological innovation and improvements, the

construction of production plants and awards for investment

encouragement. There are no unfulfilled conditions or

contingencies attached to these grants. Related assets

associated with the above grants have not yet been

BB BB BUTRHAL - LAS B R T 81 2T IR A
WELERFERIEASRENRE -ZFHUME
MimRERGHRIRER - B LM HREERZ
HEEERARRT-

completed.
32. ISSUED CAPITAL 2. E}ITRAE
2016 2015
—E-ARF —E—RF
RMB’000 RMB’000
AR¥T T ARBEFT
Authorised: VATE
10,000,000,000 (2015: 10,000,000,000) 10,000,000,0000% ( =& — R F :
ordinary shares of HK$0.10 each 10,000,000,000/% )
BIREE0.108 Tz LMk 878,335 878,335
Issued and fully paid: BEETRERE:
1,011,142,000 (2015: 1,011,142,000) 1,011,142,000& (=& —h %
ordinary shares of HK$0.10 each 1,011,142,0000% )
BIREE.108 Tz Timk 88,856 88,856
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PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

33. RESERVES 33. ##E
FEANEAEERNEEENBESCEREHS
FIRM B RER G ARREHRA -

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity of the financial

statements.
34. CONTINGENT LIABILITIES 4. AREE
(a) At the end of the reporting period, financial guarantees () PWMEMR WHERERPREBEZTBFER
not provided for in the financial statements were as R
follows:
2016 2015
—E-RF T —AhF
RMB’000 RMB’000

AR®T T ARETT

Guarantees in respect of mortgage facilities ~ FLIZIBRE AR EFEYEN
ETEFREMNER
the Group’s properties 136,630 -

provided for certain purchasers of

As at 31 December 2016, the Group provided guarantees
in respect of mortgage facilities granted by certain
banks relating to the mortgage loans arranged for
certain purchasers of the Group’s properties. Pursuant
to the terms of the guarantees, in the event of default
on mortgage payments by these purchasers before the
expiry of the guarantees, the Group is responsible for
repaying the outstanding mortgage principals together
with the accrued interest and penalties owed by the
defaulted purchasers to the banks, net of any auction
proceeds as described below.

Pursuant to the above arrangement, the related
properties were pledged to the banks as collateral
for the mortgage loans, in the event of default on
mortgage repayments by these purchasers, the banks
are entitled to take over the legal titles and will realise
the pledged properties through open auction. The
Group is responsible for repaying the banks when the
proceeds from the auction of the properties cannot cover
the outstanding mortgage principals together with the
accrued interest and penalties.

T NEEERE

RZZE—RF+ZA=+—H8 AEE}E
TRIOTRAEEADEE TETRBRBER
METHRBBERBER REEROE
FoRERBERZA BT RNIRBER
FEH NEBBERRTERENETH
REVKERIZIBA S B R EF M S L& K (4
BT XM ERRERE) -

Rz LAz HEANEECERRBERY
ERY IR TR M LR E T RIRIBER
ERY ROTBRDGEEER LWEBA
AAEERERME - SHEVEMFHR
B TRAEBEREENZBASERES
MBERE AIASEA B RRITEERE-
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31 December 2016 —Z—A<F+=-A=+—H
34. CONTINGENT LIABILITIES (Continued) 34. RAAE (&)
(@) (Continued) (@ (&)
The Group’s guarantee period starts from the dates of RAEENERNE THBKRBERZH
grant of the relevant mortgage loans and ends upon BAZEFTERFHEMBEZE (BAFR
the issuance of real estate ownership certificates to the ETRBEAEYEE —EMEANANER)
purchasers, which will generally be available within one I IE
to two years after the purchasers take possession of the
relevant properties.
The fair value of the guarantees is not significant EROATFEALTEXN BARFEERAE
and the directors of the Company consider that in the REFEONBRAT EEWENTERF
event of default on payments, the net realisable value TEELMEEiﬁﬁﬁ’ﬂﬁ%ﬂii@ﬂ%ﬁﬂ
of the related properties can cover the repayment of R SR B b - B 7 R 3R 3 AR R R E
the outstanding mortgage principals together with the t|j§§1%°
accrued interest and penalties and therefore no provision
has been made in the financial statements for the
guarantees.
(b) At the end of the reporting period, contingent liabilities (o) RBEMKR MBREPRBEZXAEE
not provided for in the financial statements were as (U
follows:
2016 2015
—E-XE —E—AHF
RMB’000 RMB’000
ARBT ARBFTT
Guarantees given to banks in connection METTHZBE RRITRERER:
with facilities granted to:
a joint venture —EEE AT 231,800 215,888
As at 31 December 2016, the banking facilities RZE-RF+ZA=Z=+—A0 A&EEM
guaranteed by the Group to a joint venture were utilised —HEaERAERZBRITRELHAHIA
to the extent of approximately RMB185,440,000 (2015: R #185,440,000c (ZZE—HF: ARK
RMB172,710,000). 172,710,000 ) ©
35. OPERATING LEASE ARRANGEMENTS 35 KEHERH
As lessee fERABEA

The Group leases certain of its factory and office premises
under operating lease arrangements. Leases for properties
are negotiated for terms of one to thirty years with an option
for renewal after that date, at which time all terms will be
renegotiated.
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PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

35. OPERATING LEASE ARRANGEMENTS 3. KEHEZH (|
(Continued)
As lessee (Continued) fER A A ()
As at 31 December 2016, the Group had total future minimum RZE—RNF+ZA=+—H8 ETEETJHEH
lease payments under non-cancellable operating leases falling MEHER AR R &K S AR & & W BRR
due as follows: ™~
2016 2015
—EB-RE —T—hF
RMB’000 RMB’000

ARBTR ARBTT

Within one year —FR 3,697 3,071
In the second to fifth years, inclusive F_FEERF
(BHRREREMEF) 6,613 6,723
After five years A F & 6,175 5,255
16,485 15,049
36. COMMITMENTS 36. H&IE
In addition to the operating lease commitments detailed B b SR FE35RT I YA & FH B AR ESN - R B
in note 35 above, the Group had the following capital BT E AN

commitments:

2016 2015
=E-RF i
RMB’000 RMB’000

AR¥®T T ARETT

Contracted, but not provided for: EHEENEES T
Land and buildings T REF 343,643 167,129
Plant and machinery R = K i B 95,349 60,770
Construction and development cost BEERAEKA 143,833 -
582,825 227,899
Contracted, but not provided for: BT 4B R B
Capital contributions payable for establishment EN—HEa8RAZKIZTE
of a joint venture 140,495 106,486
R EE R
Authorised, but not contracted for: AEEAR ”T;‘?
Plant and machinery B Rk 2 2,500,000 -
3,223,320 334,385
At the end of the reporting period, the Company did not have AR HAK » AR &) I 4 ] E KR o

any significant commitments.
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31 December 2016 —ZT— R "F+=-A=+—H

37. RELATED PARTY TRANSACTIONS
The directors are of the view that the following companies are
related parties which entered into material transactions with

the Group during the year:

Name of party

BH A\
Guangzhou City Pearl River Machine Tool
Works Co., Ltd. (*GZMT”)

BENTIRTHABMAR AR ([EMEK])

Al-Qahtani PCK Pipe Company

(a) In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following

3V.BEARS
EEZATHRARANNERNERAERITTEAR
5ty BB

Relationship

£2REA

GZMT is a company of which Mr. Chen Chang is the ultimate equity

owner.

BEMERTIAREEERREBEEEAZ AR

Al-Qahtani PCK Pipe Company is a joint venture of the Group.
Al-Qahtani PCK Pipe Company BARNEE &% N al°

(@) BRAMBHERREMIALOAEENIHIN F
N AEBBRBBOTIATRS:

transactions with related parties during the year:

2016 2015
—E—XREF —E—hF
Notes RMB’000 RMB’000
B 5 AR¥ET T ARBFIT
Purchases of spare parts m—ZEEAEESH
from a related party (i)
GZMT & N 1% PR 8,120 7,675
Sales of machines to a related party ) — & BA N 7 SH S 28 (ii)
Al-Qahtani PCK Pipe Company Al-Qahtani PCK Pipe
Company 88 2,048
Notes: B 5
(i) The purchases were made at prices based on agreements () ZEEERAEFIESENZEHEEECHNE
signed between the parties. TEH#ETT o

(i)  This transaction was carried out after negotiations between
the Group and the related party in the ordinary course of
business and on the basis of estimated market value as
determined by the directors.
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31 December 2016 —Z— A "F+-A=+—H

37. RELATED PARTY TRANSACTIONS (Continued)

37. BB AR S (&)

(b) Outstanding balances with a related party and a director: (o) HEBAIMESZAINEEH:
2016 2015
—E-REF —E—RF
Notes RMB’000 RMB’000
B 5 ARBT ARBF T
Due from a related party JE U BB B 75 SRR 0]
GZMT J& M R 90,726 -
Due to a related party JEE 1< BRI BSE 5 I8 (ii)
GZMT JE& M % PR 3,927 -
Due to a director FER —REZEERIA (ii)
Mr. Chen Chang BRE £ 5,563 -

(i)  The outstanding balance was prepayment made to GZMT

for purchase of spare parts.

(i)  The outstanding balances with related parties were

unsecured, interest-free and have no fixed terms of

() REITEEERTY AN MR B B T30 TR A R

(i) FBABE T E AR AEHRERR S8BT

repayment.
(c) Compensation of key management personnel of the (c) AEEXEZEEBEAENHH:
Group:
2016 2015
—2-_x&E -—T_§&
RMB’000 RMB’000
ARBT ARBEFTT
Salaries, allowances and benefits in kind e mUAREYNG 5,505 9,510
Retirement benefit scheme contributions RIRTEFIE IR 141 190
Total compensation paid to key management SNEZEEEBEABFTMERE
personnel 5,646 9,700

Further details of directors’ emoluments are included in

note 8 to the financial statements.

The related party transactions in respect of purchases of
spare parts above also constitute connected transactions THRANFHBAENEER
or continuing connected transactions as defined in 2

Chapter 14A of the Listing Rules.

—E-RNFFERE

Bf7E8 ©

o
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NOTES TO FINANCIAL STATEMENTS
B TE IR AR AL

31 December 2016 —Z—A<F+=-A=+—H
38. FINANCIAL INSTRUMENTS BY CATEGORY 38. EMIAENDSE
The carrying amounts of each of the categories of financial REEHR SEemTANKRIMERNT
instruments as at the end of the reporting period are as
follows:
Financial assets TREE
2016 —E—XF Available-
for-sale
Loans and financial
receivables assets Total
BERR At HE
& EHEE ECEY
RMB’000 RMB’000 RMB’000
AR®T T ARBT AR®T T
Available-for-sale investments At ERE - 800 800
Financial assets included in long term SFARBENRER
prepayments and deposits (note 15) ReMemEE
(Kf3E15) 42,719 - 42,719
Trade and bills receivables (note 22) Z 5 EWER &
FE W =1z (PifRE22) 618,421 - 618,421
Financial assets included in prepayments, FFABNRIE ek
deposits and other receivables (note 23) H b R U RIER
TREE (Ffat23) 127,712 - 127,712
Pledged and restricted bank balances 2 K SR
(note 24) RITA R (BiIE24) 657,960 - 657,960
Cash and bank balances (note 24) Re RBITHEH
(K7E24) 439,067 - 439,067

1,885,879 800 1,886,679
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38. FINANCIAL INSTRUMENTS BY CATEGORY 3. emMIANSE (&)
(Continued)
Financial assets cTHMEE
2015 —T—hF Available-
for-sale
Loans and financial
receivables assets Total
BERR S
JRE W R IE TRIEBE HEt
RMB’000 RMB’000 RMB’000

ARBT T ARBT T ARBT T

Available-for-sale investments B ERE - 800 800
Financial assets included in long term FTARBEMNRIER
prepayments and deposits (note 15) ReWaemEE
(Kt3E15) 38,000 - 38,000
Trade and bills receivables (note 22) 2 5B EER R
e R 1E (P EE22) 921,143 - 921,143
Financial assets included in prepayments, FTATER IR - ZE &
deposits and other receivables (note 23) H h fE R IE A
@B E (FIsr23) 203,331 - 203,331
Pledged deposits (note 24) EEMFH (H5E24) 850,349 - 850,349
Cash and bank balances (note 24) Re RIRITES
(M¥5E24) 286,135 - 286,135
2,298,958 800 2,299,758
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38.

39.

FINANCIAL INSTRUMENTS BY CATEGORY
(Continued)
Financial liabilities

3. TMITEMNDE (&)

TEMEE

Financial liabilities
at amortised cost

REBERETAERNEREE
2016 2015
ZE—RF ZT—AhF
RMB’000 RMB’000
AR¥ T ARBEFTT
Trade and bills payables (note 25) BEORNERRENRZE
(Kt7E25) 790,348 1,062,085
Financial liabilities included in other payables ETAE M FER RIE R
and accruals (note 28) B BRAN SR B E (H:E28) 264,344 237,154
Interest-bearing bank and other borrowings FRERITEREMEE (MiE26)
(note 26) 5,764,840 5,767,727
Fixed rate bonds (note 30) EEEH (HFE30) 584,520 541,651
7,404,052 7,608,617

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and
cash equivalents, the current portion of pledged deposits,
investment deposits, trade and bills receivables, trade and
bills payables, financial assets included in prepayments,
deposits and other receivables, financial liabilities included in
other payables and accruals, short term notes and amounts
due from/to subsidiaries approximate to their carrying amounts
largely due to the short term maturities of these instruments.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF 0. EMIAZLAFERAIFESR (B
FINANCIAL INSTRUMENTS (Continued)
The fair values of the financial assets and liabilities included AARMEMNFRERZSZEMEENAE B
in long term prepayments and deposits, the non-current ERFR NS AJHEERE 5 ER
portion of pledged deposits, available-for-sale investments, TRHEMEERESEFZRAFE  THAER:
interest-bearing bank and other borrowings and fixed rate EERR R TH BE*EMZIﬁfEE%THX SEil
bonds have been calculated by discounting the expected BE EREAARRERAE - RZ2T—RF
future cash flows using rates currently available for TZA=tT—H AEBERESRER %ﬁﬁ(
instruments with similar terms, credit risk and remaining AERTEEMEERESESZABETEITR
maturities. The Group’s own non-performance risk for finance BFHEAETER - RZE—X"F+ZA=+—H
lease payables, interest-bearing bank and other borrowings, r=—ZFE—HF+=A :Jr* H ZEREHEKA
and fixed rate bonds as at 31 December 2016 was assessed ARZemI A EHEHEAATFELEERE
to be insignificant. The carrying amounts of these financial Ho

instruments carried at amortised cost are not materially
different from their fair values as at 31 December 2016 and
31 December 2015.

Fair value hierarchy NEEER
The Group did not have any financial asset or financial liability RZE—RETZA=+—B REBEWEEM
measured at fair value as at 31 December 2016 (2015: nil). EATEFEZeREERSREBE(ZS—1
Fom) -

During the year, there were no transfers of fair value FRN F—BRE_B2EBREEFHEREER
measurements between Level 1 and Level 2 and no transfers TRHEBEZATEFEER TEEBEAZE=HK
into or out of Level 3 for both financial assets and financial BE=AEL(ZE—HF:®)-
liabilities (2015: nil).

40. FINANCIAL RISK MANAGEMENT OBJECTIVES 40. B EBEEBERBER
AND POLICIES
The Group’s principal financial instruments comprise bank AEEXFZNSRIAPERITMEMER T
and other borrowings, fixed rate bonds, cash and short term BEESF ReRkEHGEN - ZSeRmIANEE
deposits. The main purpose of these financial instruments is ENRAREEMNKEERE A EEBESEEM
to raise finance for the Group’s operations. The Group has TREE;RBE WESREERRLESEMNE
various other financial assets and liabilities such as trade NE HEBRELEEE-

receivables and trade payables, which arise directly from its
operations.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES 40. I RBREEBEEREBER (&)

AND POLICIES (Continued)

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The Group does not have any written risk
management policies and guidelines. Generally, the Group
introduces prudent strategies on its risk management. The
board of directors reviews and agrees policies for managing
each of these risks and they are summarised below:

(a) Interest rate risk
The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s bank loans
and government loans with floating interest rates.

The Group regularly reviews and monitors the mix of
fixed and floating interest rate borrowings in order to
manage its interest rate risk. Interest-bearing loans,
cash and short term deposits are stated at amortised
cost and not revalued on a periodic basis. Floating rate
interest income and expenses are credited/charged to
the statement of profit or loss as earned/incurred.

Management does not anticipate any significant impact
resulting from the changes in interest rates because most
of the Group’s loans as at the end of the reporting period
were at fixed interest rates which have no significant
impact on cash flow interest rate risk.

If there was a general increase/decrease in the interest
rate of bank and other borrowings with floating interest
rates by one percentage point, with all other variables
held constant, the consolidated operating results would
decreasel/increase by approximately RMB13.9 million
(2015: RMB14.2 million), and there would be no impact
on other components of the consolidated equity, except
for retained profits, of the Group.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
(b) Foreign currency risk (b) HhiEE B

40. MR EEEERBEK (&)

The Group has transactional currency exposures.
These exposures arise from sales by operating units in
currencies other than the units’ functional currencies.
Approximately 56% (2015: 53%) of the Group’s sales
were denominated in currencies other than the functional
currencies of the operating units making the sale.

The following table demonstrates the sensitivity as at
the end of the reporting period to a reasonably possible
change in the United States (“US”) dollar exchange rate,
with all other variables held constant, of the Group’s
profit/(loss) before tax.

Effect on profit/(loss) before tax

AEEHBRXZEERR -ZERBRE L
BEMAEMOEEEUINEEETT
RIBHE - REEHE T LI56% (—T—AF:
53% ) AETHE MK L B MR A
SN EHEEHE -

TRERREE BRAEERBAEF, (6
BEMARMEERETEBRATHRE
T Sk 2 TR AT AL ) BB -

HBRHAER (BE)HE

2016 2015
—E—AE —T-—fF
RMB’000 RMB’000

AR¥T T ARBT T

Increase in the US dollar rate of 3% 3 T E 38 N3% (77,709) (83,140)
Decrease in the US dollar rate of 3% E U EH 3% 77,709 83,140
Credit risk FERR

The Group has no concentration of credit risk. The
Group’s cash and cash equivalents are mainly deposited
with state-owned banks in Mainland China.

The carrying amounts of trade and other receivables and
cash and cash equivalents included in the consolidated
statement of financial position represent the Group’s
maximum exposure to credit risk in relation to its
financial assets. The Group has no other financial assets
which carry significant exposure to credit risk.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. There are no significant concentrations
of credit risk within the Group as the Group’s trade
receivables are widely dispersed among different
customers.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables are
disclosed in note 22.

T AFEERE

AEEEERERERAR - AEERENES
ZEVIEFRAPERERBIRT -

FINGE M BEARRARNE B K H A &K
EMEEMREEEYNETESNEE
EHEREENEANEERR -NEBEEE
MEHEEAEERRNERMEE-

ERNASEERERTREERFNE=
TEARS WBAELER - AR AEE
BZRYEREZOMNTRAETS  BAE
BYEEREREERR-

ERAKERE ZRERFIAAZEER
) Ho A B0 8RO IO FE 223 R -
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NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —ZT— R "F+=-A=+—H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES 40. AR EEEERBE (&)
AND POLICIES (Continued)

(d) Liquidity risk (d) RBESER

The Group’s objective is to ensure continuity of sufficient
funding and flexibility by utilising a variety of bank and
other borrowings with debt maturities spreading over
a range of periods, thereby ensuring that the Group’s
outstanding borrowing obligation is not exposed to
excessive repayment risk in any one year. Due to the
capital intensive nature of the Group’s businesses, the
Group ensures that it maintains sufficient cash and credit
lines to meet its liquidity requirements.

The liquidity of the Group is primarily dependent on its
ability to maintain adequate cash inflows from operations
to meet its debt obligations as they fall due, and its
ability to obtain external financing to meet its committed
future capital expenditure. With regard to its future
capital commitments and other financing requirements,
the Group has already obtained banking facilities
with several banks of up to an amount of RMB3,982
million as at 31 December 2016, of which an amount of
approximately RMB2,037 million has been utilised.
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES 40. B AR EE B ERBUK (&)
AND POLICIES (Continued)
(d) Liquidity risk (Continued) (d) RBESER (4)
The maturity profile of the Group's financial liabilities RBERR REBERETHRFTRMNK
as at the end of the reporting period, based on the WEeRBENIHBERNT:

contractual undiscounted payments, is as follows:

31 December 2016
—B-AFt=R=t-H

Less than Over
On demand 1 year 1 year Total
RER LPR—F —FBE Bt
RMB’000 RMB’000 RMB’000 RMB’000

ARBTRE AR®TRT AR%®TRT AR®T:R

Trade and bills payables BHRENERRENER = 790,348 = 790,348
Other payables H At JE TR IE - 264,344 - 264,344
Interest-bearing bank HERIIREMEE
and other borrowings - 4,462,638 1,812,130 6,274,768
Fixed rate bonds TRES - 87,911 496,609 584,520
- 5,605,241 2,308,739 7,913,980
31 December 2015
—E-hAF+-A=+—H
Less than Over
On demand 1 year 1 year Total
RER DPR—F —F LAk #Et
RMB’000 RMB’000 RMB’000 RMB’000
AR T T ARBEFTT ARBEFT ARBFTT
Trade and bills payables ZHREMNERRENZE - 1,062,085 - 1,062,085
Other payables H fth & 5 5UR - 237,154 - 237,154
Interest-bearing bank HERITREMEER
and other borrowings - 3,060,282 3,418,228 6,478,510
Fixed rate bonds TRES - - 541,651 541,651

- 4,359,521 3,959,879 8,319,400
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NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —Z—A<F+=-A=+—H
40. FINANCIAL RISK MANAGEMENT OBJECTIVES 40. B AR EE B ERBUK (&)
AND POLICIES (Continued)
(e) Capital management (e) EXEE
The primary objectives of the Group’s capital AREBEAEEBNTEAGRAERAEH
management are to safeguard the Group’s ability to FEKEME N RIBRERLE U FHE
continue as a going concern and to maintain healthy XBAWEREEBERAN

capital ratios in order to support its business and
maximise shareholders’ value.

The Group monitors capital using a gearing ratio, which RNREBNBEEBBH REMEN KL =
is total debts, which are defined to include payables REBEK(EXAPIERIEATELKBRES
incurred not in the ordinary course of business, divided EENENRE RINBEE -BEKEE
by total assets. Total debts include interest-bearing bank AERRITREMEBEERELES WS H
and other borrowings and fixed rate bonds. The gearing RKMEERGBHEWAT:
ratios as at the end of the reporting periods are as
follows:
2016 2015
ZE-RF T —AhF
RMB’000 RMB’000
AR¥ T ARBFTT
Interest-bearing bank and other AERITREMES
borrowings (note 26) (Fff5E26) 5,764,840 5,767,727
Fixed rate bonds (note 30) EEES (M5E30) 584,520 541,651
Total debts BB 6,349,360 6,309,378
Total assets BEE 10,955,826 12,073,365
Gearing ratio BEABLHLE 58.0% 52.3%
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NOTES TO FINANCIAL STATEMENTS
PR ER AR MIRE

31 December 2016 —Z— A "F+-A=+—H

41. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY
Information about the statement of financial position of the

41. AR F Z B R &

FARREERK HBRARERHDT

Company at the end of the reporting period is as follows:

2016 2015
—E-AE —E-TfE
RMB’'000 RMB’000
ARET T AREEF T
NON-CURRENT ASSETS B EE
Investments in subsidiaries REB AR ZIRE 922,759 1,778,636
Total non-current assets IERBEELE 922,759 1,778,636
CURRENT ASSETS MBEE
Prepayments, deposits and other receivables TERT IR - 12 E I H th JE IR 119 832
Due from subsidiaries JE UG B B~ B 3B 1,219,967 1,180,893
Cash and bank balances BE MIBTESS 50 87
Total current assets MEEERE 1,220,136 1,181,812
CURRENT LIABILITIES VEID=
Other payables and accruals H b fER RIB R ERTE A 5,495 5,121
Fixed rate bonds TBEH 87,911 -
Total current liabilities mEBERRE 93,406 5,121
NET CURRENT ASSETS MEEEFE 1,126,730 1,176,691
TOTAL ASSETS LESS CURRENT LIABILITIES BERERRDAE 2,049,489 2,955,327
NON-CURRENT LIABILITIES EREEE
Fixed rate bonds TEBEH 496,609 541,651
Total non-current liabilities ERB R EERE 496,609 541,651
Net assets BEEFE 1,552,880 2,413,676
EQUITY E
Issued capital EEITRA 88,856 88,856
Reserves (note) & (B sE) 1,464,024 2,324,820
Total equity R BT 1,552,880 2,413,676

—E-RNFFERE
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NOTES TO FINANCIAL STATEMENTS
BARE R AR AL

31 December 2016 —Z—A<F+=-A=+—H
41. STATEMENT OF FINANCIAL POSITION OF THE 41. A8 2 AR R & (%)
COMPANY (Continued)
Note: B EE
A summary of the Company’s reserves is as follows: ARAZEERENT :
Exchange
Share  Contributed Accumulated fluctuation
premium surplus losses reserve Total
B’ 195 E BB R2itErR EXRBHEE st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥ET T AR¥ETT ARBTT AR¥ET T AR¥ET T
At 1 January 2015 W-—Z—A%€—A—Q 824,219 1,712,731 (117,555) (91,334) 2,328,061
Total comprehensive KEFEEEKRAS
income/(loss) for the year (BE)%E - - (41,027) 37,786 (3,241)
At 31 December 2015 R-ZZE—AF
and 1 January 2016 +ZA=+—HK
—E-RF—HA—H 824,219 1,712,731 (158,582) (53,548) 2,324,820
Total comprehensive REEZ2ERA
income/(loss) for the year (Bi8)BE - - (901,671) 40,875 (860,796)
At 31 December 2016 RZZ—RF
+=-RB=+—8H 824,219 1,712,731 (1,060,253) (12,673) 1,464,024
42. APPROVAL OF THE FINANCIAL STATEMENTS 42, R K| &
The financial statements were approved and authorised for PBRRENR_TE—CtF=-A=-+—HEESTE
issue by the board of directors on 31 March 2017. e R R -
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FIVE-YEAR FINANCIAL SUMMARY

hFMBHME

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets and liabilities

of the Group for the last five financial years prepared on the basis

set out in the note below is as follows:

MBENBE

AEBRTXMEMENEEREBEED AN RFE
MEAMEEREELBBEHRELT

Results S
Year ended 31 December
BE+t-A=t—-HLEE
2016 2015 2014 2013 2012
ZB-XRE C"T-hf "—T—MmNFE "—T-=F "T-—_F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETT ARETRT ARBTT AR®TR
(Restated)
(EE5)
Revenue KA 1,443,487 2,539,178 2,679,188 2,027,057 3,925,995
Cost of sales SHE KA (1,361,900)  (2,131,965)  (2,367,575)  (1,714,113)  (3,259,406)
Gross Profit EH 81,587 407,213 311,613 312,944 666,589
Other income and gains H g A Rz 37,564 29,221 125,840 222,098 102,840
Selling and distribution expenses $5& & 7 5% A (144,423) (171,695) (139,232) (131,511) (88,493)
Administrative expenses THER (470,977) (439,991) (453,637) (337,537) (217,240)
Other expenses Hith & /A (105,283) (17,469) (38,156) (6,518) (5,566)
Exchange gain/(loss), net b5 e (B518)F 8 (86,417) (53,558) 1,850 - -
Finance costs BEKA (237,142) (237,111) (260,365) (173,777) (77,361)
Impairment of property, plant and  #1% « B & & A &
equipment and goodwill EEZRE (516,250) - - - -
Fair value gains on BEMEZ A TERE
investment properties - 627,882 99,587 196,501 1,302
Share of a loss of a joint venture  [E{f —f& & & A A& 18 (1,460) (582) (263) (299) -
Profit/(loss) before tax BEAET (BE) (1,442,801) 143,910 (352,763) 81,901 382,071
Income tax expense BIESE - (56,197) (118,399) (5,914) (40,430) (70,861)
Profit/(loss) for the year FNsF, (BE) (1,498,998) 25,511 (358,677) 41,471 311,210
Other comprehensive income/ FREMEARAS
(loss) for the year, net of tax (E18) (MErHE) (133,018) (94,725) (2,189) 1,175,934 (722)
Total comprehensive income/ FRE2ERA (EE)
(loss) for the year k] (1,632,016) (69,214) (360,866) 1,217,405 310,488
Earnings/(loss) per share (RMB) Si &/ (BE)(AR%E) RMBAR® RMBAR® RMBAR® RMBARE RMBARY
— basic and diluted —EARREE (1.48) 7© 0.027¢ (0.36) 7T 0.047T 0.317%
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FIVE-YEAR FINANCIAL SUMMARY
FEKEE

Assets and Liabilities

BEERKE

31 December

+=ZA=+-H
2016 2015 2014 2013 2012
—E-Rf T—AF ZE—WmF ZT—=F ZT—=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ARETT ARETLT AREBEFTLT AR®TL
(Restated)
(E5)
Non-current assets FERBEE 7,140,362 7,872,635 7,429,301 6,320,686 2,951,047
Current assets MBEE 3,815,464 4,200,730 4,032,307 4,653,455 3,834,141
Current liabilities MENBE (6,539,519)  (4,594,486)  (4,778,993)  (4,221,202)  (2,586,061)
Non-current liabilities FRBaRE (2,848,421)  (4,278,977)  (3,413,499)  (3,133,870)  (1,735,152)
Total Equity EmiEE 1,567,886 3,199,902 3,269,116 3,619,069 2,463,975
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