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Corporate Information
RNAEREHR
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Ms. Zhang Jingdong
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* Mr. Gu Liyong, the Executive Director of the Company, is also the main contact person
of the external Company Secretary engaged by the Company
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Chairman’s Statement
TERE

On behalf of the Board of Directors (the “Board”) of Chiho-Tiande
Group Limited (B&XRMEEARAF) (the "Company”), | present
the audited annual results of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2013.

The Group finished the 2013 financial year with a loss of HK$382.9
million attributable to owners of the Company. During the year, the
Group recorded a reduction in sales from HK$8.2 billion in 2012 to
HK$7.2 billion in 2013, representing a reduction of 12.2%. The Group
recorded a gross loss of HK$23.8 million during the year, which was
due to the adverse impact of the prolonged volatility and the overall
downward movement of the global metal prices throughout the year.
The prolonged volatility and the overall downward movement of
commodity prices had a negative impact on the gross margin of the
Group in 2013. As for the loss for the year, the Group recorded a loss
attributable to the owners of the Company of HK$382.9 million, when
compared to the profit attributable to the owners of the Company
of HK$88.6 million recorded in 2012. Loss on fair value changes of
derivative financial instruments of HK$215.9 million was recognised in
2013, which was significantly reduced from HK$626.9 million for the six
months ended 30 June 2013 by HK$411.0 million.

Despite the significant volatile global metal market experienced
throughout the year, the Group continued to maintain and balance its
procurement volume to cater for its processing needs through its well
established overseas procurement network. The Group sold in aggregate
over 697,800 tonnes of its processed products within its three business
segments throughout the year. This represented a decrease of 3.6%
when compared to 723,600 tonnes in 2012.

During the year, the Group continued to follow its usual practices of
consistently buying mixed metal scrap and selling its recycled products
in accordance with its processing ability so as to mitigate the short-term
impact of price volatility on the overall performance of the Group.

Basic loss per share attributable to owners of the Company amounted to
HK$0.37 in 2013 (2012: Earnings per share HK$0.08).
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Chairman’s Statement (continued)

EFEHE (B

Following the establishment of our Hong Kong operations in 2012,
the Group’s Hong Kong operations together with the Hong Kong joint
venture company have established a strong presence in Hong Kong with
a rapid increase in local market share. The Group is now in a well-placed
position to establish a more diversified scrap metal and electronic waste
processing platform in Hong Kong. We are confident that the Hong
Kong facility will eventually become an important contributor to the
overall performance of the Group.

With regard to the investment in establishing new processing facilities
in the Development Zone in Yantai City, the People’s Republic of China
(the “PRC"), we are now close to completing the first stage of the
development and the new processing facilities are expected to become
partially operational in the first half of 2014.

Going forward, we remain committed to further expanding our
processing capability, and at the same time improving our profitability
and return on equity. Our focus will continue to cover our existing
facilities including Taizhou, Ningbo and Hong Kong. We will continue to
be on the lookout for any potential opportunity, especially the activities
within the scrap metal resources supply chain in the PRC.

With the continued emphasis of support from the PRC Government to
develop the recycling industry, we are confident that the metal recycling
industry in the PRC will continue to grow and will become an important
source and an integral part of the metal resources supply chain of the
PRC in the future.

Given that the metal recycling industry contributes significantly to the
protection of environment and to the preservation of valuable natural
resources, we continue to place heavy emphasis on our procurement
volume to ensure that it is in line with our processing needs and to cater
for our expansion strategy for scrap materials in the PRC.

Fang Ankong
Chairman

Hong Kong, 20 March 2014

- Chiho-Tiande Group Limited ~ Annual Report 2013
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BEEER R DT

BUSINESS REVIEW AND OUTLOOK

With the significant volatility in global metal market seen in 2013,
the management continued facing exceptional challenges resulting in
a disappointing result for the whole year in 2013. Despite the slight
improvement in global metal prices in the second half of 2013, the
overall result of the Group for the whole year remained in a loss position.
Despite various world economic data released in recent months showing
a modest stabilizing bias on world economy, new events have emerged,
including the political turmoil in Ukraine, the global metal market
continued to be volatile (especially in the first half of March 2014).
Thus, the management continues to be cautiously optimistic about the
Group's performance in the coming year.

In 2013, the Group continued to face challenges arising from difficult
business environment including highly volatile global metal market,
anticipated slower economic growth in the PRC and the economic
impact created from the rein in the stimulus program by the United
States. During the year, the Group's revenue decreased from HK$8.2
billion in 2012 to HK$7.2 billion, representing a decrease of 12.2%. The
gross loss of HK$23.8 million recorded during the year was due to the
adverse impact of the prolonged volatility and the overall downward
movement of the global metal prices throughout the year. The
prolonged volatility and the overall downward movement of commodity
prices had a negative impact on gross margin of the Group in 2013. As
for the loss for the year, the Group recorded a loss attributable to the
owners of the Company of HK$382.9 million, when compared to the
profit attributable to the owners of the Company of HK$88.6 million
recorded in 2012. Loss on fair value changes of derivative financial
instruments of HK$215.9 million was recognised in 2013, which was
significantly reduced from approximately HK$626.9 million for the six
months ended 30 June 2013 by HK$411.0 million.

With a number of unforeseen circumstances impacting global supply of
scrap materials, the Group experienced a reduction of scrap materials
purchased. During the year, the reduction in mixed metal scrap supply
was seen in the region of 10 — 15% when compared with last year. The
Group sold in aggregate over 697,800 tonnes of processed products
within its three business segments throughout the year. This represented
a decrease of 3.6% when compared to 723,600 tonnes in 2012.

During the year, the Group continued to follow its usual practices of
consistently buying mixed metal scrap and selling its recycled products
in accordance with its processing ability so as to mitigate the short-term
impact of price volatility on the overall performance of the Group.

Management Discussion and Analysis
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Management Discussion and Analysis (continued)
EEENRED T (&)

BUSINESS REVIEW AND OUTLOOK (continued)

With regard to the legal proceedings in the PRC involving Shanghai
Chiho-Tiande Resource Recycling Co., Limited (“the Shanghai JV"), the
Baoshan People’s Court has delivered the judgment (the “Judgment”)
in relation to the claim brought by Shanghai Science and Technology
Co., Ltd. (“the lessor”) against the Shanghai JV and the counterclaim by
the Shanghai JV against the lessor on 25 December 2013. The details
of the orders made by the Baoshan People’s Court are disclosed in
the announcement dated 15 January 2014. Both the Shanghai JV and
the lessor have applied to the Second Intermediate People’s Court of
Shanghai for an appeal against the Judgment.

The Board take the view that the legal proceedings will not have any
material adverse effect on the business, operations or financial results
of the Group. The Company will keep its shareholders and the investors
informed of the development of the legal proceedings as and when
appropriate.

Basic loss per share attributable to owners of the Company amounted to
HK$0.37 in 2013 (2012: Earnings per share HK$0.08).

Our Procurement Network

The Group is the largest importer of mixed metal scrap used for
recycling, reuse and processing in terms of the total import volume as
approved by the Ministry of Environmental Protection in the PRC. The
Group imports nearly all of our mixed metal scrap and has, over the
years, developed a strong international procurement network which
covers Europe, North America, Oceania and Asia. Our network of
suppliers was mostly established and developed by the Group leveraging
on its experience in the industry. With our good business practices, we
have enjoyed good business relationship with the suppliers over the
years.

Corporate and Business Development

Following the establishment of our Hong Kong operations in 2012,
the Group’s Hong Kong operations together with the Hong Kong joint
venture company have established a strong presence in Hong Kong with
a rapid increase in local market share. The Group is now in a well-placed
position to establish a more diversified scrap metal and electronic waste
processing platform in Hong Kong. We are confident that the Hong
Kong facility will eventually become an important contributor to the
overall performance of the Group.

Chiho-Tiande Group Limited ~ Annual Report 2013
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Management Discussion and Analysis (continued)

EEEN®R D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Corporate and Business Development (continued)

With regard to the investment in establishing new processing facilities
in the Development Zone in Yantai City, PRC, we are now close to
completing the first stage of the development and the new processing
facilities are expected to become partially operational in the first half of
2014.

Going forward, we remain committed to further expanding our
processing capability, and at the same time improving our profitability
and return on equity. Our focus will continue to cover our existing
facilities including Taizhou, Ningbo and Hong Kong. We will continue to
be on the lookout for any potential opportunity, especially the activities
within the scrap metal resources supply chain in the PRC.

Social Responsibilities

On the environmental protection front, we continued placing great
emphasis on ensuring that all of our processing facilities are in line with
local and national environmental protection standards.

With the changes in the evaluation process by the Environmental
Protection Department of Zhejiang Province (#I/T & IRE(RERE) in 2013,
our Taizhou facilities have once again passed the evaluation process
as designated processing units for imported metal scraps recycling
and utilization in Zhejiang Province. Our production processes did not
consume large volumes of electricity and water and therefore produced
very small volumes of waste materials. We consider that we have
adopted sufficient environmental protection measures and controls
against air, water, solids and noise pollutions produced during the
course of our production process.

Prospects

With the continued emphasis of support from the PRC Government to
develop the recycling industry, we are confident that the metal recycling
industry in the PRC will continue to grow and will become an important
source and an integral part of the metal resources supply chain of the
PRC in the future.
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Management Discussion and Analysis (continued)
EEENRED T (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Prospects (continued)

Given that metal recycling industry contributes significantly to the
protection of environment and to the preservation of valuable natural
resources, we continue to place heavy emphasis on our procurement
volume to ensure that it is in line with our processing needs and to
cater for our expansion strategy for scrap materials in the PRC. With
this in mind and in accordance with our expansion strategy, the Group
is aiming to procure 52,000 to 62,000 tonnes of mixed metal scrap
materials per month to cater for its processing needs. This purchase
volume is expected to increase as the Group continues to expand. The
management will continue making efforts to capitalise on such direction
in achieving satisfactory returns to the shareholders of the Company.

FINANCIAL REVIEW

Revenue

Revenue decreased by approximately HK$1.0 billion, or 12.2%, from
HK$8.2 billion in 2012 to HK$7.2 billion in the year. The decrease was
mainly contributed by a decrease in sales volume as well as average
selling prices for our recycled metal products and foundry products.

Cost of sales

Cost of sales decreased by approximately HK$0.8 billion, or 10.0%, from
HK$8.0 billion in 2012 to HK$7.2 billion in the year. The decrease is in
line with the decrease in revenue and primarily due to a decrease in sales
volume and reduction in the average purchase prices of raw materials.

Gross profit and gross profit margin

Gross loss of approximately HK$23.8 million was recorded when
compared to a gross profit of HK$171.4 million in 2012. The gross loss
was due to the continuous decrease in commodity prices in 2013.

Distribution and selling expenses

Distribution and selling expenses increased by approximately HK$2.0
million, or 6.0%, from HK$33.5 million in 2012 to HK$35.5 million in
the year. This was mainly due to increase in selling activities in Hong
Kong during the year.

Chiho-Tiande Group Limited ~ Annual Report 2013
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Management Discussion and Analysis (continued)

EEEN®R D (&)

FINANCIAL REVIEW (continued)

Administrative and other expenses

Administrative and other expenses decreased by approximately HK$54.2
million, or 28.9%, from HK$187.5 million in 2012 to HK$133.3 million
in the year. This was mainly due to the cessation of business activities in
the Shanghai facility and the decrease in share-option expenses during
the year.

Other income

Other income increased by approximately HK$22.2 million, or 103.3%,
from HK$21.5 million in 2012 to HK$43.7 million in the year. This was
mainly due to government grants received during the year.

Other gains and losses

Other gains and losses decreased by approximately HK$333.4 million
from HK$272.8 million in 2012 to a loss of HK$60.6 million in the year.
This was mainly due to loss on fair value changes of derivative financial
instruments of approximately HK$215.9 million when compared to
a gain on fair value changes of derivative financial instruments of
approximately HK$215.0 million in the previous year.

Finance costs

Finance costs decreased by approximately HK$0.4 million, or 0.2%,
from HK$172.7 million in 2012 to HK$172.3 million in the year. This
was mainly due to decrease in interest expenses from bank borrowings
during the year.

Loss/Profit for the year

As a result of the factors mentioned above, the Company incurred a loss
attributable to the owners of the Company for the year of HK$382.9
million, when compared to a profit attributable to the owners of the
Company of HK$88.6 million in 2012. The decrease was mainly due to
an adverse impact of the decrease in global metal prices and the loss on
fair value changes of derivatives financial instruments when the Group
is required to make under the “mark-to-market” accounting principle.
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FINANCIAL REVIEW (continued)

Key Financial Ratios

The following table sets forth certain of our financial ratios as of the date
for the periods indicated:

BrF5 IR (48)
BARERA B L

TREFURHR B MRRAR D E ToS
o

At 31
December
2012
R-T—_4F
Liquidity Ratios REESEE +=—F=+—8”
Current ratio mEN L 1.96
Quick ratio RELE = 0.66
Gearing ratio (%) BEAGBLE(%) 51.1
Year ended 31 December
BE+-A=+—-HLEFE
2012
—E——F
Inventory turnover days FEREBREH 141
Debtor’s turnover days FEM R B B # 11
Creditor’s turnover days FERTEREEE B & 10

Liquidity and Financial Resources and Capital Structure
Included in net current assets were cash and various bank deposits
totaling HK$588.3 million (2012: HK$598.4 million). Total borrowings
were HK$2.0 billion (2012: HK$1.9 billion), and these were mainly
used to finance the purchases of mixed metal scrap from overseas.
Such borrowings are mainly denominated in United States dollars and
Renminbi.

The gearing ratio of the Group as at 31 December 2013 was 55.3%
(2012: 51.1%).

Debtor’s turnover days increased from 11 days for the year ended 31
December 2012 to 12 days for the year ended 31 December 2013 and
the creditor’s turnover days decreased from 10 days for the year ended
31 December 2012 to 6 days for the year ended 31 December 2013.
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FINANCIAL REVIEW (continued)
Liquidity and Financial Resources and Capital Structure
(continued)

Inventory turnover days decreased from 141 days for the year ended 31
December 2012 to 140 days for the year ended 31 December 2013.

CAPITAL COMMITMENTS AND CONTINGENT

LIABILITIES

As at 31 December 2013, we had pledged certain buildings, land use
rights, investment properties and bank deposits with an aggregate
carrying value of approximately HK$447.6 million (2012: approximately
HK$367.6 million) to secure bank borrowings.

As at 31 December 2013, we had capital commitments in respect of
acquisition of property, plant and equipment but not provided for in the
consolidated financial statements amounted to HK$82.2 million (2012:
HK$12.0 million).

As at the date of this report, the Board is not aware of any material
contingent liabilities.

RISK MANAGEMENT

Our Group in its ordinary course of business is exposed to market risk
such as commodities price risk, foreign currencies risk, interest rate
risk, credit risk and liquidity risk. Our risk management strategy aims to
minimize the adverse effects of these risks on its financial performance.

The Company has established a Pricing Committee and adopted a
hedging policy (the “Hedging Policy”) which aimed to enhance the
Group's risk management of commodity price fluctuations. The Hedging
Policy sets out, among other things, the target inventory turnover days
that the Group aims to achieve under normal circumstances and market
conditions, and provides that the Board must approve any change to
the inventory turnover day criteria. The Hedging Policy also requires the
Board to obtain professional advice on the current and future market
outlook of the commodities market if the target inventory turnover days
could not be met.
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RISK MANAGEMENT (continued)

Following a recent review of the historical inventory turnover days of
the Group, the Board noted that the historical inventory turnover days
were, in practice, longer than the then target inventory turnover days of
90 days because of various practical reasons, including seasonal factors
and prevailing market conditions. The Board considered it unrealistic
to maintain the then target inventory turnover days of 90 days, and
that the Board should be given discretion to determine whether it is
necessary for the Board to engage and seek relevant professional advice.
The Board has therefore resolved to amend the Hedging Policy such
that:

(@)  the target inventory turnover days is now changed from 90 days
to 160 days;

(b) any change to the inventory turnover day criteria (i.e. if the
inventory turnover days are more than 160 days) will require
approval by the Board in accordance with the terms of the
Hedging Policy, save that no such approval is required if the target
inventory turnover days are not achieved in January and February
owing to the intervening Chinese New Year holiday; and

(©) in the event that the commodity market experiences a sustained
and sharp decline in prices that are likely to cause a lengthening
in the inventory turnover days, the Board may consider engaging
and seeking relevant professional firms to advise it on the current
and future market outlook of the commodities market.

With regard to foreign currency risk management, we continued
borrowing in United States dollars borrowings by securing Renminbi
deposits in order to take advantage of the favourable exchange rate. We
will continue using this hedging strategy so long as the exchange rate
justifies it.

With the current interest rates staying at relatively low levels, we have
not entered into any interest rate hedging contracts or any other interest
rate related derivative financial instrument. However, we continue
to monitor its related interest rate exposure closely and will consider
hedging significant interest rate exposure when the need arises.

As for credit risk, we continue to follow the trade practices of cash on
collection from sales of all of its metal recycling products in order to
minimize the carrying amounts of the financial assets in our Group's
financial statements. In addition, we will continue to monitor closely the
trade debtors for the Foundry business to minimize potential impairment
losses.
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Management Discussion and Analysis (continued)
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RISK MANAGEMENT (continued)

With the liquidity risk, we will continue maintaining a balance between
continuity of funding and the flexibility through the use of bank
borrowings.

EMPLOYEES

As at 31 December 2013, we had a workforce of 591 employees. In
addition, we engaged approximately 3,041 separation and selection
workers through local recognized contractors. We have not experienced
any strikes, work stoppages or significant labor disputes which have
affected its operations in the past. We have not experienced any
significant difficulties in recruiting and retaining qualified staff. We
continue to maintain good relationships with our employees.

THE REMUNERATION POLICY

We remunerate employees based on their performance, experience and
prevailing industry practices so as to retain competent employees. In
addition to benefits normally provided in line with industry practices,
the Company also has a share option scheme in place for the purpose of
providing incentives and rewards to eligible persons including employees
of Group companies for their contributions to the long term success of
our Group.

During the financial year ended 31 December 2013, 19,150,000 share
options were granted under the Post-IPO share option scheme.
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EXECUTIVE DIRECTORS

Mr. Fang Ankong (75 & Z8), aged 48, is an Executive Director, Chairman
and Chief Executive Officer of the Company and its subsidiaries
(together the “Group”). Mr. Fang Ankong was appointed as an
Executive Director on 15 May 2008. Mr. Fang serves as a Chairman
of the Executive Committee, Remuneration Committee, Nomination
Committee and Pricing Committee of the Company and he is also a
Director of certain subsidiaries of the Group. Mr. Fang Ankong is also
one of the founders of the Group. Mr. Fang Ankong founded the
Group in 1999 and has over 19 years of experience in the business of
metallurgy and metal scrap recycling. Mr. Fang Ankong is primarily
responsible for setting corporate strategy and planning, and overall
management of the Group. Prior to founding the Group, Mr. Fang
Ankong has been engaged in the import and trading of metals scrap.
From 1995, Mr. Fang Ankong was a shareholder of Tianan Resources,
a company engaged in the importing of metal scrap into China and
recycling of metal scrap, and also participated in the operation and
management of Tianan Resources. Tianan Resources was deregistered in
2002.

Mr. Fang Ankong is the younger brother of Ms. Fang Aiping and elder
brother of Mr. Fang Anlin, who are both Vice President of the Group.
Mr. Fang Ankong is also the brother-in-law of Mr. Ding Guopei, the
Senior Vice President of the Group. Mr. Fang Ankong is also the younger
brother of the father-in-law of Mr. Zhu Zhonghui, the manager of the
sales and marketing department of the Group.

Mr. Stephanus Maria van Ooijen, aged 51, is an Executive Director,
Vice President and one of the founders of the Group. He was appointed
as an Executive Director on 15 May 2008. He serves as a member of
the Executive Committee, Nomination Committee and Remuneration
Committee of the Company. Mr. van QOoijen is primarily in charge of
corporate strategy and planning with focus on the Group’s import
functions and has over 16 years of experience. Mr. van Ooijen obtained
a diploma in 1985 from Hogere Agrarische Scholen van de Katholieke
Nederlandse Boeren-en Tuindersbond ‘S-Hertogenbosch (Higher
Agricultural Schools of the Catholic Dutch Farmers and Gardeners Union
of 'S-Hertogenbosch) in the Netherlands. Mr. van Qoijen is the sole
shareholder and has been appointed as the director of SVO Company
B.V. since 30 September 1993. He was also the director of Delco
Participation B.V. from 2 November 2000 until 23 April 2008.
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Mr. Gu Liyong (BZE), aged 51, is an Executive Director and Vice
President of the Group. He was appointed as an Executive Director on 28
August 2008. Mr. Gu serves as a member of the Executive Committee
of the Company and he is also a Director of certain subsidiaries of the
Group. He is primarily responsible for operational and financial activities
and has over 28 years of experience in the industry. Mr. Gu graduated
from Shanghai University of Technology (/8T % X2 in 1984 with a
Bachelor’s degree in Engineering and majoring in steel making from the
Department of Metallurgy. He worked at China Resources Reclamation
Corp., East China Co. (FEIMEBAFABHEARERATF]), a company
for recycling and trading ferrous metal (such as steel and iron) and non-
ferrous metal (such as copper, aluminium, lead and tin) and plastic scrap
in the East China region, for at least 10 years and started his career in
the management and operation of domestic and international recycling
business. He was a manager for the import and export department and
an assistant to general manager in China Resources Reclamation Corp.,
East China Co., and was responsible for managing the procurement of
metal scrap from overseas and reselling to their customers. Mr. Gu has
extensive experience in the recycling of different resources, including
metals and other scrap materials. Since he joined the Group in 1999,
Mr. Gu has been responsible for the import and export businesses of the
Group by utilising his professional knowledge in the recycling resources
business.

NON-EXECUTIVE DIRECTOR

Mr. Michael Charles Lion, aged 64, is a Non-Executive Director. He
was appointed as a Non-Executive Director on 17 January 2012. He
serves as a member of the Audit Committee of the Company. He has a
career of over 41 years in the international non-ferrous metals industry,
including pioneering the development of China and other Asian
markets as consumers of international non-ferrous scrap in the early
1970s. He has been working with SMM Asia, being a wholly-owned
Hong Kong subsidiary of SMM, for 16 years and is the Chairman and a
Director of SMM Asia. SMM Asia is engaged in the global international
marketing and trading of SMM’s owned and brokered non-ferrous
scrap, nonferrous by-products and primary metals. From 1967 to 1986,
he was a partner in Philipp and Lion Partnership; from 1986 to 1991, he
was the Chairman and Chief Executive Officer of Philipp and Lion Group
Ltd., and from 1997, he has been the President of Lion Consulting
Inc.. As a founding member of the London Metals Exchange secondary
aluminium sub-committee, he currently serves as chairman of the
Bureau of International Recycling (“BIR”) Membership committee and a
member of its Advisory and Executive boards. He was the president of
the former British Secondary Metals Association and the president of the
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Profile of Directors and Senior Management (continued)
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Nonferrous Division of BIR. He is a frequent speaker and contributor of
articles at global industry events such as Metal Bulletin, IWCC and CRU,
Cessco gatherings, on the topics of nonferrous metals and hedging.
He graduated from Haileybury and Imperial Service College in 1963,
and has a certificate of Former Ring Dealing Member of London Metals
Exchange.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Zhang Jingdong (E#X), aged 68, is an Independent Non-
Executive Director. She joined the Group on 23 June 2010. Ms. Zhang is
also a member of the Audit Committee, Remuneration Committee and
Nomination Committee of the Company. She was the vice-secretary-
general of Financial Trust Association of Zhejiang Province (#/ T4
S EEILEHE) before joining our Group and she served as chief,
general manager and independent director and held various positions
in various Chinese banking and corporate finance sectors including the
People’s Bank of China Heilongjiang Branch (FEARBITREETE S
77), Financial Intermediation Centre of Zhejiang Province (#1iT4 &< &t
i@y, and office of Hangzhou Financial Supervision of People’s Bank
of China Shanghai Branch (Bl A RIRTT LES TN S REE RN E).

Ms. Zhang holds a master’s degree in Economic Management (487 % 12)
from the Academy of Social Sciences of Hei Longjiang (28T &1 &k
2h5).

Dr. Loke Yu alias Loke Hoi Lam (B£3§#£), aged 64, is an Independent
Non-Executive Director. He was appointed as an Independent Non-
Executive Director on 23 June 2010. Dr. Loke serves as the Chairman of
the Audit Committee and a member of the Remuneration Committee
and the Nomination Committee of the Company. Dr. Loke has over
38 years of experience in accounting and auditing for private and
public companies, financial consultancy and corporate management.
He holds a Master of Business Administration degree from Universiti
Teknologi Malaysia and a Doctor of Business Administration degree from
University of South Australia. He is a Fellow of The Institute of Chartered
Accountants in England and Wales; Hong Kong Institute of Certified
Public Accountants; The Hong Kong Institute of Directors; and The Hong
Kong Institute of Chartered Secretaries.
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Profile of Directors and Senior Management (continued)
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He is currently the company secretary of Minth Group Limited and serves
as an independent non-executive director of the following companies
whose shares are listed on the Stock Exchange: Vodone Limited, Matrix
Holdings Limited, Sino Distillery Group Limited, China Fire Safety
Enterprise Group Limited, Winfair Investment Company Limited, SCUD
Group Limited, Zhong An Real Estate Limited, Tianjin Development
Holdings Limited and China Household Holdings Limited.

Mr. Li Xikui (Z$%), aged 69, is an Independent Non-Executive
Director. He joined the Group on 23 June 2010. Mr. Li serves as
a member of Audit Committee, Remuneration Committee and
Nomination Committee of the Company. Mr. Li obtained a Bachelor’s
degree majoring in foreign trade (9MN& 5% %) from Dongbei University
of Finance and Economics (RILEF&EKE) (formerly known as Liaoning
Finance and Economics College (EZBI4¢5Fr)) in August 1970 and a
master diploma in finance from Research Institute for Fiscal Science of
Ministry of Finance (8 ExED8A IR Z2EHITAT) in July 1982.

Mr. Li became the Researcher (1% &) of China Construction Bank (4 &l
JEFRERTT) in 1993. He has been receiving a special allowance granted by
the State Council (E97Fz) since 1992.

Mr. Li was appointed as the vice president of the head office (4778117
) of China Construction Bank (FEI#E:&E77) in 1985 and 1988; the
vice president (&|42%k) of China Galaxy Securities Company (# B 1 7%
%2 7]). Since February 2006, he has been the chairman of the board
(2= FK) of Galaxy Asset Management Co., Ltd GRAEESEEAF]). Mr.
Li currently serves as an independent non-executive director of China
Cinda Asset Management Co., Ltd. which listed on the Stock Exchange.

SENIOR MANAGEMENT

Mr. Chow Wan Hoi Paul (AZ§), aged 58, is the Qualified
Accountant and Chief Financial Officer of the Group. He joined the
Group in June 2009 as chief financial officer with responsibility for
overall financial matters of the Group. Mr. Chow has significant
experience in accounting and finance. He is an associate of both the
Institute of Chartered Accountants in England and Wales and the
Institute of Chartered Accountants in Australia. He is also a member
of the Hong Kong Institute of Certified Public Accountants. Mr. Chow
currently serves as an independent non-executive director of Associated
International Hotels Limited (Stock code: 0105) and Tian Teck Land
Limited (Stock code: 0266), companies listed on the Stock Exchange.
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Mr. Ding Guopei (T Bl#%), aged 51, is the Senior Vice President of the
Group, the General Manager, Director and Vice-Chairman of Taizhou
Chiho-Tiande Metals Company Limited and Taizhou Chiho-Tiande
Foundry Company Limited. Mr. Ding has over 15 years of experience in
the industry and joined the Group in December 1999. Prior to joining
the Group, he was a trader principally engaged in the metal recycling
industry. Mr. Ding obtained a diploma majoring in International
Economics and Trade from the Faculty of Business from Ningbo
University in 2002.

Mr. Ding successively worked as Vice-Chairman of China Nonferrous
Metals Industry Association Recycling Metal Branch in November 2004,
Chairman of Association of Resources Comprehensive Utilization of
Taizhou City in June 2005, and executive director of China Entry-
Exit Inspection and Quarantine Association in April 2006. He has
been chosen as a member of the third session Standing Committee
of Lu Qiao District People’s Congress in December 2006, the second
session outstanding builders of Taizhou City of the socialism with
Chinese characteristic in February 2007, and was awarded the Top 10
Contribution to the China Metal Recycling Industry Award in October
2007. He was also been the Vice-Chairman of the Zhejiang Association
of Solid Waste Recycle and Disposal in May 2008. He has been chosen
as NPC deputies of Taizhou in January 2011. Mr. Ding held the post
of Vice-Chairman of Zhejiang Provincial Environment Monitoring
Association in August 2011, he has been chosen as the representative
of Fourth People’s Congress of Lu Qiao District and a member of the
fourth session Standing Committee of Lu Qiao District People’s Congress
in March 2012 and held the post of Vice-Chairman of Taizhou City
Federation of Industry and Commerce in November 2012. Mr. Ding is
the brother-in-law of Mr. Fang Ankong and Mr. Fang Anlin, and the
husband of Ms. Fang Aiping.

Ms. Fang Aiping (75 E3¥), aged 50, is the Vice President of the Group,
and the Financial Vice-General Manager of Taizhou Chiho-Tiande
Metals Company Limited and Taizhou Chiho-Tiande Foundry Company
Limited. She is primarily responsible for the subsidiaries’ overall financial
planning, financial reporting and budgeting as well as implementing
our Group's business strategies. Ms. Fang Aiping joined our Group since
December 1999. Ms. Fang Aiping has more than 14 years of experience
in financial management. Ms. Fang Aiping is the elder sister of Mr. Fang
Ankong and Mr. Fang Anlin. She is the wife of Mr. Ding Guopei.
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Profile of Directors and Senior Management (continued)
BEENGSHREBAEERE (&)

Mr. Fang Anlin (J3 Z#k), aged 45, is the Vice President of the Group,
and the Vice-General Manager of Taizhou Chiho-Tiande Metals
Company Limited and Taizhou Chiho-Tiande Foundry Company Limited.
He is also a Director of certain subsidiaries of the Group. He is primarily
responsible for the production of the subsidiaries. Mr. Fang Anlin joined
the Group in December 1999 and has over 19 years of experience in the
business of mixed metal scrap. Since Mr. Fang Anlin joined the Group,
Mr. Fang Anlin has been responsible for overseeing the production of
recycled metal products. Mr. Fang Anlin is the younger brother of Mr.
Fang Ankong and Ms. Fang Aiping. Mr. Fang Anlin is also the brother-
in-law of Mr. Ding Guopei.

Mr. Cai Haifeng (E53i£), aged 42, is the Vice President of the Group
and the General Manager of Chiho-Tiande (Ningbo) Metals Recycling
Company Limited, a subsidiary of the Group. Mr. Cai graduated from
Zhejiang Polytechnic University (4T T2 K2) with a Bachelor's degree
in Fine Chemical Engineering in 1993. Prior to joining the Group,
Mr. Cai worked for Zhejiang Dong Da Ji Tuan Company (/TR A%
E A 7]), a company whose business involves the import and export
agency business, as an assistant manager in the business development
department responsible for metal scrap import business. He joined the
Group in May 2000.

Mr. Gan Jun (HE), aged 44, is the assistant to the Chief Executive
Officer and Finance Manager of the Group. Mr. Gan joined our Group in
September 2007 and he is also a Director of certain subsidiaries of the
Group. He holds a diploma of Accountancy in Southwestern University
of Finance and Economics (FaFg 8148 KX 22). Prior to joining the Group, Mr.
Gan worked as the financial manager and the assistant to the general
manager in Guangdong Gentle Technology Company Limited (E & IFi&
BHEAER2AA]), an information technology application provider ({585
fiir FE FABR 7% 75), for more than a year. Mr. Gan has extensive experience
in the accounting and finance field, and he is also a certified public
accountant and registered tax adviser in China.

Mr. Xu Jialiang (RFNR), aged 50, is the manager of the procurement
department of the Group and is primarily responsible for procuring raw
material supply of the Group. Mr. Xu joined the Group in December
1999 and was responsible for the procurement of mixed metal
scrap. Mr. Xu has over 13 years of experience in mixed metal scrap
procurement.
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Profile of Directors and Senior Management (continued)

ESNSREEABREE (&)

Mr. Zhu Zhonghui (5 818), aged 35, is the manager of the sales and
marketing department of the Group and is primarily responsible for the
sales management of the Group. Mr. Zhu joined the Group in December
1999 and was responsible for the selling of recycled metal products. Mr.
Zhu is the son-in-law of the elder brother of Mr. Fang Ankong.

Mr. Xu Jun (#%B&), aged 36, is the Head of Investor Relations of the
Group and he joined the Group in September 2010 as Vice Head
of Investor Relations, and promoted to Head of Investor Relations
in December 2010. Mr. Xu is graduated from Shanghai Jiaotong
University (_£/83238K2) with a Bachelor’s degree in Dynamic & Energy
Engineering in 2000. In 2003, he is graduated from New York Institute
of Technology with a Master degree in Business Administration. Prior to
joining the Group, Mr. Xu has worked for Alcatel Shanghai Bell Limited
(EEEmMMBREFABRAR) as the Sales & Bid Director of overseas
market; the Head of Investment Banking of Great China for Hongjing
REFRER (28 BRA
7)) and the Executive Director for Shanghai Jingshun Equity Investment
Limited (E/8 RIERER EGRLQF).

Bangxun Information (Shanghai) Limited (
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Directors’ Report
ESEHRE

The Directors present the audited consolidated financial statements for
the Group for the year ended 31 December 2013.

PRINCIPAL BUSINESSES

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

RESULTS

The results of the Company for the year ended 31 December 2013
are set out in the consolidated statement of profit or loss and other
comprehensive income of the Group on page 93.

FINAL DIVIDENDS

The Board of Directors did not recommend the payment of final dividend
for the year ended 31 December 2013.

PROPERTY, PLANT AND EQUIPMENT

Details of the movement in property, plant and equipment during the
year are set out in note 17 to the consolidated financial statements of
the Group.

BORROWINGS
Details of the borrowings are set out in note 28 to the consolidated
financial statements of the Group.

SHARE CAPITAL

Details of the movements during the year in the share capital of the
Company are set out in note 29 to the consolidated financial statements
of the Group.
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Directors’ Report (continued)

EEEHE (H)

PURCHASE, SALE OR REDEMPTION OF SHARES OF
THE COMPANY

During the financial year ended 31 December 2013, the Company
repurchased 406,000 ordinary shares on The Stock Exchange of Hong
Kong Limited at an aggregate consideration of HK$1,323,905.27.
The repurchase was effected by the Directors for the enhancement of
shareholders’ value. Details of the repurchase is as follows:

Total number

BE - HEIBEEARQ T KRG

HE T =—F+-_A=Z+—HUIHKREE
N ARARIEBBHAERZIMBRARFEE
406,000 I Eimps - B8 {EA1,323,905.27 %
JL o BEEBERMEERARREE - BEF
BT

Month of the of the ordinary Highest price Lowest price Aggregate
repurchase shares repurchased paid per share paid per share consideration
BE A% BEOEEREY RRERESE R ERRIEE BRE
HK$ HK$ HK$
BT B BT
June 2013 —2—=%7HA 406,000 3.28 3.20 1,323,905.27
Except as disclosed above, neither the Company nor any of its B FXXIRTEESN - ERNARA T RETEAHEQ

subsidiaries had purchased, sold or redeemed any of the listed securities
of the Company during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association, or the law of Cayman Islands being the
jurisdiction in which the Company is incorporated under which would
oblige the Company to offer new Shares on a pro-rata basis to existing
shareholder.

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

As at 31 December 2013, the distribution reserve of the Company
amounted to approximately HK$1,201,539,000.
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Directors’ Report (continued)

EEEHE (H)

DONATIONS

The donations made by the Group during the year amounted to
approximately HK$392,003 (2012: HK$474,845).

MAJOR CUSTOMERS AND SUPPLIERS

In 2013, the Group's largest supplier accounted for 12.6% (2012:
10.6%) of the total purchases. The five largest suppliers comprised
32.9% (2012: 36.5%) of the total purchases.

Aggregate sales attributable to the Group’s five largest customers were
less than 30% of total revenue in 2013 and 2012.

Apart from Sims Metal Management Asia Limited which indirectly
holds approximately 15.95% of the Company’s share capital and is
the Group’s largest supplier, none of the Directors of the Company or
any of their respective associates or any shareholder of the Company
(which, to the knowledge of the Directors, owns more than 5% of the
Company's share capital) had any beneficial interest in the Group’s other
four largest suppliers or five largest customers during the year.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial part of
the Company’s business were entered into or subsisted during the year.
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Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 38 to the
consolidated financial statements also constituted connected
transactions or continuing connected transactions of the Company and
are required to be disclosed in accordance with Chapter 14A of the
Listing Rules. The following transactions are the connected transactions
between the connected persons (as defined in the Listing Rules) and the
Company, certain of which are ongoing. The Company has complied
with all the applicable requirements in accordance with Chapter 14A of
the Listing Rules in respect of the following transactions:

1. Continuing connected transactions in relation to

the master supply agreement for the purchase of
scrap metals from De Leeuw Metalen B.V.
On 21 March 2012, the Company entered into the master supply
agreement (the “Master Supply Agreement”) with De Leeuw
Metalen B.V. (the “Supplier”), pursuant to which the relevant
member(s) of the Group may purchase from the Supplier certain
products including scrap metals at prevailing market prices during
the term between 1 January 2012 and 31 December 2014. The
aggregate values of the transactions between the Group and
the Supplier under the Master Supply Agreement in the relevant
financial years of the Company during the term are capped at the
following annual caps:

Relevant financial years of
the Company during the term
RERAERRBAEBYREE

BEXSZRIFERERS

RiFE M MRN8 BN E THET R
HMERARBNREERF RS EMELS -
BIRIR EHRAIE 1AABERTE TLARKE - T
FIMBEA L (EZ R LMARA) BARBETL
MR ZTRERS  EPE T NEET -
ARBERATRHET EHRANE 14ATR
FrEERBE

1. B HDe Leeuw Metalen B.V. &
BeBzIHERB2BERERS

MW-_T——F=H_-+—0 AQFHE
De Leeuw Metalen B.V. ([ /&R |) 5137
FHERR ([ EHERBRE]) - Bt &
SEABNEARNIR_ZZE—=F—A
—HEZT—NF+ZA=+—HI1tZ
HRWEBITMEBRERRERERE
CBEANZETEM - ASBEMER
FERBR A AR AR B BRI =
HEBBRETRHZBRENUTIEE L
R A LB

Annual caps

FELR

1 January 2012 — 31 December 2012

T —F—A-HE-_ZT——F+-A=+—H

1 January 2013 — 31 December 2013

2 =F—-R—HEZE—=F+=ZRA=+—H

1 January 2014 - 31 December 2014
—mFE-A-BE=Z-NE+-A=+—H
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Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

1.

Continuing connected transactions in relation to
the master supply agreement for the purchase
of scrap metals from De Leeuw Metalen B.V.

(continued)

As the Supplier is majority-owned by one of the sons of Mr.
Herman Maurits de Leeuw (“Mr. de Leeuw"”), a controlling
shareholder of the Company, the Supplier is an associate of a
controlling shareholder of the Company under Rule 14A.11(4)
(b)(ii) of the Listing Rules and hence a connected person of the
Company. The transactions contemplated under the Master
Supply Agreement therefore constituted continuing connected
transactions for the Company under Chapter 14A of the Listing
Rules. As the applicable percentage ratios in respect of the
annual caps were more than 0.1% but less than 5%, the Master
Supply Agreement was subject to the reporting, annual review
and announcement requirements but was exempt from the
independent shareholders’ approval requirement under the Listing
Rules.

Continuing connected transactions in relation to
the new master purchase agreement with Sims

Metal Management Asia Limited (“Sims Asia")

In order to renew the existing arrangements under the old
master purchase agreement dated 16 February 2012 between
the Company and Sims Asia, on 28 March 2012, the Company
entered into the new master purchase agreement (the “New
Master Purchase Agreement”) with Sims Asia pursuant to
which the relevant member(s) of Sims Asia, its subsidiaries and
associates (the “Sims Asia Group”) may purchase from the
relevant member(s) of the Group certain products including
copper scrap at prevailing market prices for the term of three
years from 1 June 2012 to 31 May 2015. The aggregate values
of the transactions between the Group and the Sims Asia Group
under the New Master Purchase Agreement in the relevant periods
during the term are capped at the following annual caps:

BEXSZRIFERERS (&)

BB H De Leeuw Metalen B.V.
BeEsIHERB 2 HERERS
(48)

A EHER B AR FERMEE Herman
Maurits de Leeuw 54 ([de Leeuw %
£ Z2EF—EARFHBERBOERE
RIE_ AR RIS 14A.11(4)(b)(ii) 6 - 4
EREARRNBIIERRR ZBE A - 8K
ARNARZEEAL - BIELETHRASE
TAAE  FHEBBETRETZIRS
AMERARRARZHFERERS - AR
FHFELRZBAE DL EBIB.1%
BIERAS% » EHEHZAEET ETH
BB TERHER  TFEEMRAE SR
T OBEERRETEIRELE S

=

TE e

A B BSims Metal Management
Asia Limited ([ Sims Asia |) B9#7 £
BHBEZSERERS
BIEERNRESims Asiad —E— 4
ZAT AR ZRERERECRE
T R E——_F=ZA=-+NB 'K
A AELSims Asia 7] FTEREE R ([
EHRBWHZE]) - B Sims Asia ~ HEY
BRAIKEEA ([Sims AsiaE @ |) 48
BMRERR AN - ZE——FAF—HZE
ZE-AFRA=THLE=AFEZ
HRAIRBTTERAEEHBKE R
RIREBEEFEREAZETER A%
[ 82 Sims Asia 5 B 72 BBR A48 B BRfEI AR
B ERBERRETRSH ZBENUTS
FELRAELR :

ST



Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

2.

Continuing connected transactions in relation to
the new master purchase agreement with Sims
Metal Management Asia Limited (“Sims Asia”)
(continued)

Relevant periods during the term

RER A AEEI AR

zpCd

BRXZRISEBERS ()

5 B ESims Metal Management
Asia Limited ([ Sims Asia]) BT £
BBz HERERS (F)

Annual caps

FEER

1 June 2012 — 31 December 2012
—ERA-RAEZZ——H+-A=+—H
1 January 2013 — 31 December 2013
—E-=F5-A-HE-Z-—=F+-A=1—H
1 January 2014 - 31 December 2014
—MFE-A—HEZZT-WNF+ZA=+—H
1 January 2015 -31 May 2015
—hFE-A—BE_ZT-—hFLA=1+—H

Sims Asia is the intermediate holding company of Sims Metal
Management Dragon Holdings Limited (“Sims”) which holds
approximately 15.95% of the issued share capital of the
Company. Therefore, Sims Asia is a substantial shareholder and
hence a connected person of the Company. The transactions
contemplated under the New Master Purchase Agreement
therefore constituted continuing connected transactions for
the Company under Chapter 14A of the Listing Rules. As the
applicable percentage ratios in respect of the annual caps are
more than 5%, the transactions contemplated under the New
Master Purchase Agreement constituted non-exempt continuing
connected transactions for the Company under Rule 14A.35 of
the Listing Rules and the New Master Purchase Agreement was
therefore subject to the reporting, announcement, annual review
and the independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.
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Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

3.

Continuing connected transactions in relation to
the new master supply agreement for the purchase
of scrap metals from Sims Asia

In order to renew the then existing arrangements under the old
master supply agreement dated 16 January 2012 entered into
between the Company and Sims Asia, on 15 November 2012,
the Company entered into the new master supply agreement (the
“New Master Supply Agreement”) with Sims Asia pursuant to
which the relevant member(s) of the Group may purchase from
the relevant member(s) of the Sims Asia Group certain products
including scrap metals at prevailing market prices for the term
of three years from 1 January 2013 to 31 December 2015. The
aggregate values of the transactions between the Group and the
Sims Asia Group under the New Master Supply Agreement in
the relevant periods during the term are capped at the following
annual caps:

Relevant periods during the term

RER A AEES SR

BEXSZRIFERERS (&)

BEESIms AsialRBEESENFEH
EREzSERERS

BIEERA R Sims Asiat =T ——4F
— A+ RNBFINZREREBRBZETERE
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Ehh o ANEEE Sims Asia & B A HAR A
HEHERENEHERZETRSZ
BEATIFE LRA LR

Annual caps

FELR

1 January 2013 — 31 December 2013
—E-=ZF—A—HBE-ZT—=-F+-A=+—H
1 January 2014 — 31 December 2014
—E-NMF—-A—HEZT-WNF+-_A=+—H
1 January 2015 — 31 December 2015
—E-RFE-A-HEZ-RAF+-A=+—H

For the reasons set out in paragraph (2) above, Sims Asia is
a connected person of the Company and the transactions
contemplated under the New Master Supply Agreement therefore
constituted continuing connected transactions for the Company
under Chapter 14A of the Listing Rules. As the applicable
percentage ratios in respect of the annual caps were more than
5%, the transactions contemplated under the New Master
Supply Agreement constituted non-exempt continuing connected
transactions for the Company under Rule 14A.35 of the Listing
Rules. The New Master Supply Agreement was therefore
subject to the reporting, announcement, annual review and the
independent shareholders’ approval requirements under Chapter
14A of the Listing Rules.

US$200 million (approximately HK$1,560 million)

200,000,000 %7t (#71,560,000,000 7% 7T )

US$350 million (approximately HK$2,730 million)

350,000,000 7T (#]2,730,000,000 % 7T )

US$500 million (approximately HK$3,900 million)

500,000,000 27T (%9 3,900,000,000 7 7T )
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Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Review by Independent Non-executive Directors and
the auditor of the Company

The continuing connected transactions mentioned above not falling
under Rule 14A.33 of the Listing Rules have been reviewed by the
Independent Non-executive Directors of the Company who have
confirmed that the transactions have been entered into:

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

2. either on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Company
than terms available to or from (as appropriate) independent third
parties; and

3. in accordance with the relevant agreements governing the
transactions on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

The auditor of the Company was engaged to report on the Group's
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants and has
issued his unqualified letter containing his findings and conclusions in
respect of the abovementioned continuing connected transactions in
accordance with Rule 14A.38 of the Listing Rules. A copy of the auditor’s
letter has been provided by the Company to the Stock Exchange.
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Directors’ Report (continued)

EEEHE (H)

CONNECTED TRANSACTIONS AND CONTINUING

CONNECTED TRANSACTIONS (continued)

Review by Independent Non-executive Directors and
the auditor of the Company (continued)

In addition, pursuant to a consultancy agreement (the “Consultancy
Agreement”) dated 29 August 2008 entered into between the
Company and H.P.L. Metals B.V. (“HPL Metals"”), the Group has paid
an aggregate amount of HK$419,789.94 as business consultancy fees
to HPL Metals for the year ended 31 December 2013. Given that HPL
Metals is wholly-owned by Stichting Beheer Aandelen H.P.L. Metals, a
foundation for the sole benefit of Mr. de Leeuw and Mr. de Leeuw is
a controlling shareholder of the Company, HPL Metals is an associate
of Mr. de Leeuw and hence a connected person of the Company,
the transactions contemplated under the Consultancy Agreement
constituted continuing connected transactions of the Company under
Rule 14A.33(3) of the Listing Rules which are fully exempt from the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.
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Directors’ Report (continued)

EEEHE (H)

DIRECTORS
The Directors who held office during the year and up to the date of the
Report are:

Executive Directors

Mr. Fang Ankong (Chairman and Chief Executive Officer)
Mr. Stephanus Maria van Ooijen (Vice President)

Mr. Gu Liyong (Vice President)

Non-Executive Director
Mr. Michael Charles Lion

Independent Non-Executive Directors
Dr. Loke Yu

Ms. Zhang Jingdong

Mr. Li Xikui

In accordance with the Articles of Association of the Company, Mr. Fang
Ankong, Mr. Gu Liyong and Ms. Zhang Jingdong shall retire from office,
and being eligible offer themselves for re-election at the forthcoming
annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

The Company has entered into service contracts with Mr. Fang Ankong,
Mr. Stephanus Maria van Ooijen, Mr. Gu Liyong, Dr. Loke Yu, Ms. Zhang
Jingdong and Mr. Li Xikui on 24 June 2013 for a period of three years.
On 27 March 2012, the Company entered into another appointment
letter with Mr. Michael Charles Lion for a term of 3 years commencing
from 24 May 2012 to 23 May 2015. None of the Directors of the
Company proposed for re-election at the forthcoming annual general
meeting has any service contract with the Company and or any of its
subsidiaries which is not determinable within one year without payment
of compensation other than statutory compensation.
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Directors’ Report (continued)

EEEHE (H)

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s business to
which the Company, any of its subsidiaries, its fellow subsidiaries or its
holding companies was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

DIRECTORS’ INTEREST IN COMPETING BUSINESS
As at the financial year ended 31 December 2013, none of the Directors
of the Company has interests in businesses which compete or are likely
to compete either directly or indirectly, with the businesses of the
Group.

SHARE OPTION SCHEME

The Company has two share option schemes namely, the Pre-IPO Share
Option Scheme and the Post-IPO Share Option Scheme which were
adopted on 23 June 2010.

(a) Pre-IPO Share Option Scheme
The Company has adopted a Pre-IPO Share Option Scheme
(the “Pre-IPO Share Option Scheme”) on 23 June 2010 under
which the Company has conditionally granted options to certain
Directors, executives and employees of the Group to purchase
shares of the Company with an exercise price equal to the offer
price as defined in the Prospectus.

The total number of shares in respect of which share
options granted under the Pre-IPO Share Option Scheme as
at 31 December 2013 was 12,140,000 which represented
approximately 1.16% of the issued share capital of the Company
as at 31 December 2013.
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(@) Pre-IPO Share Option Scheme (continued)
As at 31 December 2013, details of the share option granted

BB st 8l (58)
(a) BERLBBEABRRESS (E)
R—ZT—=ZF+-A=+—08 " REa

under the Pre-IPO Share Option Scheme are as follows: RN EE AR ARE 5T 81 P % L eV B AR
BT
Number of
shares subject
Number of to outstanding
shares subject options as at
Exercisable ~to outstanding Number of 31 December
Date of Grant  Exercise period  options as at Number of options Number of 2013
(dd/mm/yyyy) price per (dd/mm/yyyy) 1January 2013 options granted exercised options lapsed  R=F-=%  Approximate
(Note?)  share Note2) M-B-=% during during duing T=ZA=1+-H  percentage
RHAH (HKS) %8 -B-AHA the year the year theyear  H&{THZ shareholdings
(B/R/%) BRIRE (B/B/%) fikzBRES ERREL ERTR FR%R BRESRZ R
(MzE1) (&) (h2)  ReBHEAE BREHE BREHE BREHE RHEE BREMH
23/06/2010 243 130772012 - 12/07/2013 1,050,000 0 0 1,050,000 0 -
I%-%F ZB-TELATERE
~AZtT=R TE-ZEEATCRA
13/07/2013 - 121072014 1,400,000 0 0 0 1,400,000 0.13402%
ZE-CELRTZRR
“E-mELATZA
2,450,000 0 0 1,050,000 1,400,000 0.13402%
23/06/2010 243 1300772012 - 12/07/2013 300,000 0 0 300,000 0 -
5% ZE-CEATERZ
~AZTZH “T-CELATCR
13/07/2013 - 12/07/2014 400,000 0 0 0 400,000 0.03829%
CR-CELATERE
Z2-mELATZA
700,000 0 0 300,000 400,000 0.03829%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(@) Pre-IPO Share Option Scheme (continued)

BREsTE (&)

BROMBEMNBRESS (F)

Number of
shares subject
Number of to outstanding
shares subject options as at
Exercisable ~to outstanding Number of 31 December
Date of Grant  Exercise period  options as at options  Number of 213
(dd/mm/yyyy) price per (dd/mm/yyyy) 1January 2013 options granted exercised optionslapsed  W=F-=F  Approximate
(NoteT)  share Note2) MW=%-=% during during TZA=t+-H  percentage
RHAH (HKS) %8 -B-AEK the year theyear  H&{TfE2 shareholdings
(8/B/%) BRARE (B/B/%) GRzBRES ERfTE ERiY  BREYRZ ki
(Rts1) (#7m) (2 ReRHEAE BREHE BREHE RH%E LR
(i) Directors (continued)
23/06/2010 243 130712012 - 12/07/2013 127,500 127,500 0 0 -
_3-%E ZR-CELATERE
~AZt=R ZZ-ZELATIA
13/07/2013 - 121072014 170,000 0 0 170,000 0.01627%
ZE-CELATERZ
ZZ-RELATIA
297,500 127,500 0 170,000 0.01627%
3,447,500 127,500 1,350,000 1,970,000 0.18858%
23/06/2010 243 130712012 - 12/07/2013 1,560,500 1,138,500 422,000 0 -
_3-%E ZR-CELATERE
~NAZTZE “R-CEEATCR
13/07/2013 - 12/07/2014 2,790,000 182,000 0 2,608,000 0.24966%
ZR-CEEATERE
Z2-mELATZA
4,350,500 1,320,500 422,000 2,608,000 0.24966%
7,798,000 1,448,000 1,772,000 4,578,000 0.43824%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(@) Pre-IPO Share Option Scheme (continued)

Notes:

(1

It was the date when the Company offered to the grantees the
options under the Pre-IPO Share Option Scheme.

Each of the grantees to whom options have been conditionally
granted under the Pre-IPO Share Option Scheme will be entitled to
exercise:

(i)

(if)

(iii)

up to 30% of the total number of options granted at any
time during the period commencing from the date of the
first anniversary of the date when the shares of the Company
were first listed on the Stock Exchange (the “Listing Date”) to
the date of the second anniversary of the Listing Date (both
days inclusive);

up to 30% of the total number of options granted at
any time during the period commencing from the date
immediately following the date of the second anniversary of
the Listing Date to the date of the third anniversary of the
Listing Date (both days inclusive); and

up to 40% of the total number of options granted, at
any time during the period commencing from the date
immediately following the date of the third anniversary of
the Listing Date to the date of the fourth anniversary of the
Listing Date (both days inclusive).
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(b) Post-IPO Share Option Scheme

The Company adopted the Post-IPO Share Option Scheme (the
“Post-IPO Share Option Scheme”) on 23 June 2010, which was
approved by the shareholders’ written resolutions, is valid and
effective for a period of 10 years. It is a share incentive scheme
and is established to recognize and acknowledge the contribution
that the eligible participants have or may have made to the Group.
Pursuant to the Post-IPO Share Option Scheme, the Board may, at
its discretion, offer to grant an option to any Director, employee,
advisor, consultant, distributor, contractor, supplier, customer,
agent, business partner, joint venture business partner, promoter,
service provider of any member of the Group.

Pursuant to the Extraordinary General Meeting held on 23 May
2013 and the approval granted by the Listing Committee of the
Stock Exchange, the scheme mandate limit in respect of which
share options may be granted under the Post-IPO Share Option
Scheme is refreshed and not permitted to exceed 104,449,920
shares, representing 9.99% of the total number of shares of the
Company as at 31 December 2013.

The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the Post-IPO Share
Option Scheme to eligible participants in any 12 months period
up to the date of grant shall not exceed 1% of the Shares in issue
as at the date of grant. Any further grant of options in excess of
this 1% limit shall be subject to the approval of shareholders in a
general meeting.

The subscription price of a Share in respect of any particular option
granted under the Post-IPO Share Option Scheme shall not be less
than the higher of: (i) the closing price of the Shares as stated in
the Stock Exchange’s daily quotation sheets on the date of grant;
(i) the average of the closing prices of the Shares as stated in the
Stock Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of grant; or (iii) the nominal value
of a Share.

BREsTE (&)

(b)
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FRBZRIE - BRI A 10F - ZBR
EETEIR —TERGOREFE - BEET
MRAIEER2E AT QLA REH R
SEEHNER - REE XA AREER
BRRET S EEgRERASET
R EARIMEMES - E8 - BH -
ERER - HLEE - AW - fHEy -
BE - RE- - EBEH - AELEAE
B BMA REHREFELER
TE o

BEARA-_ZT-—=FAA_1+=08
BRERAE BT ETEESRET
Bt - BRI E R AR SR EIE
BT BRENASRERECDE
K% A5 #838 104,449,920 1% + HHE R
ARV ZZE—=ZF+=-_A=+—HK
B 15 48 8059 9.99% ©

HERLBBIETF—@ERANRITEE S
BERSEAIREERARHEERE
Pkt B AT E IX P A i T 38 7T e I 7T
MDA TFBER L AHEHETR
HH) 1% - FIMRHEBIBZ 1% LRI
PRI RIS BRI IR K G HEE -

RIBERARBERBIRESSMED
#0115l BB B i M0 AR R AR D R (B
TRINTI=FZ&=E  ()VERH
BRI OB 2 P B SR E R TR
& ()M EEERLE BB AER S
AR P B RERREHERNF
BE (i) REE °

ST



SHARE OPTION SCHEME (continued)

Directors’ Report (continued)

EEEHE (H)

(b) Post-IPO Share Option Scheme (continued)
As at 31 December 2013, details of the share option granted
under the Post-IPO Share Option Scheme are as follows:

BREsTE (&)

BRAMBEABRETE (E)
R-T—=%+-_A=+—8 " BEY
RAFIEE AR T SIPTH A IE R

BT
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) ~price per Exercisable 1 January 2013 granted exercised lapsed 213
(Note )~ share period RZE-=F during during during  W=Z-Z%  Approximate
RHEAH (HKS) (dd/mmiyyyy)  —A-RHK the year the year theyear t=A=T-H¥  percentage
Grantees (B/B/%) BROFE eS8 TEZEREY FRRE R ERER RTEZBRE shareholdings
BEA (W) () (B/B/%) RzeHRH®E  BREHE  BREUE  BREEA YRIRGHE REENAAM
(i) Directors
EE
Mr. Fang Ankong 031052011 6.388  03/052012 - 03/052013 4,950,000 0 0 4,950,000 0 -
FEERE 2k “E-CFnfAZAZ
A=A “Z-ZE7f=H
(Note 5) 04/05/2013 - 03/05/2014 4,950,000 0 0 0 4,950,000 0.47386%
(MtzEs) “3--ERAmAZ
“Z-RETAZH
04/05/2014 - 03/05/2015 6,600,000 0 0 0 6,600,000 0.63181%
“Z-MERANAZ
“F-1%RA=A
(Note 2)
(H5E2)
16,500,000 0 0 4,950,000 11,550,000 1.10567%
281032012 4186 28/03/2013-27/03/2016 4,950,000 0 0 4,950,000 0 -
it TE-ZEZAT/\RE
ZAZTNE Z3-NEZAteR
(Note 6) 28/03/2014 - 27/03/2016 4,950,000 0 0 4,950,000 0 -
(Ktze) Z5-WEZACT/\RE
ZF-FZRZTtA
28/03/2015 - 27/03/2016 6,600,000 0 0 6,600,000 0 -
ZF-REZACTN\RE
ZE-EZACTHA
(Note 3)
(M3E3)
16,500,000 0 0 16,500,000 0 -
(Note 6)
(Mite)
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SHARE OPTION SCHEME (continued)

Directors’ Report (continued)

EEEHE (H)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BARLAMBEABRETS(E)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised lapsed 2013
(Note?)  share period  H=E-ZF during during during  W=Z-Z%  Approximate
RiLAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=T—HH percentage
Grantees (B/B/%) BRIFE Ed TEZEREY ERig EnirE EREN RTEZERE shareholdings
ERA () () (B/R/%) RzRhEE BREHA BREHA BREHA PRZROUE REEHASM
(i) Directors (continued)
Ez(g)
Mr. Fang Ankong 221032013 375 220032014 -21/03/2017 0 4,950,000 0 0 4,950,000 0.47386%
(continued) “3-=f ZF-IEZRZ+ZAR
FEERE(B) o = S
(Note 7) 2210312015 - 21/03/2017 0 4,950,000 0 0 4,950,000 047386%
(FtsE7) Z3-RF=A-fzRE
I Yy
221032016 - 21/03/2017 0 6,600,000 0 0 6,600,000 0.63181%
ZE-EZAzTAR
B o
(Note 4)
(Hyzt4)
0 16,500,000 0 0 16,500,000 1.57953%
Mr. Stephanus 03/05/2011 6388 03/05/2012 - 03/05/2013 300,000 0 0 300,000 0 -
Mariavan Oojlen ~ —F——% “%-“knR=RZ
StephanusMariavan ~ RA=A ZF-=%1A=A
Oojjen 7 (Note 5) 04/05/2013 - 03/05/2014 300,000 0 0 0 300,000 0.02872%
(FtsEs) “E-CERAMAZ
_Z-mERA=A
04/05/2014 - 03/05/2015 400,000 0 0 0 400,000 0.03829%
ZE-MELANAZ
“T-RERAZH
(Note 2)
(BsE2)
1,000,000 0 0 300,000 700,000 0.06701%

ST



Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BXRAMBRERBRETE(E)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised apsed 2013
(Note?)  share period  H=E-ZF during during during  W=Z-Z%  Approximate
RiLAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=T—HH percentage
Grantees (B/B/%) BRIFE Ed TEZEREY ERig EnirE EREN RTEZERE shareholdings
ERA (sE1) (1) (B/R/%) RzRhEE BREHA BREHA BREHA PRZROUE REEHASM
(i) Directors (continued)
22(8)
Mr. Stephanus 2810312012 4186 28/03/2013-27/03/2016 600,000 0 0 600,000 0 -
Mariavan Qojlen ~ —5-=F ZF-ZEZAZT/\AE
(continued) “A-tNA ZE-REZRZTtA
Stephanus Maria van (Note 6) 28/03/2014 - 27/03/2016 600,000 0 0 600,000 0 -
Oojjen 724 () (Hizt6) ZF-IE=AZ+/\AE
ZE-EZACTHA
28/03/2015 - 27/03/2016 800,000 0 0 800,000 0 -
ZE-nEZAZT/\AE
B ESACTHA
(Note 3)
(HzE3)
2,000,000 0 0 2,000,000 0 -
(Note 6)
(Fiste)
201032013 375 22032014 - 211032017 0 600,000 0 0 600,000 0.05744%
o3-= Z3-MESAZTZRE
=AZtH “3-t5Zf21-8
(Note 7) 22103/2015 - 21/03/2017 0 600,000 0 0 600,000 0.05744%
(HtE7) ZT-RE-ACCAE
ZE—+EZRC1-A
22/03/2016 - 2110312017 0 800,000 0 0 800,000 0.07658%
SE-REZACTIHEE
“3-t5Zf21-8
(Note 4)
(fizt4)
0 2,000,000 0 0 2,000,000 0.19146%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BARLAMBEARBRETS(E)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised lapsed 2013
(Note?)  share period  H=E-ZF during during during  W=Z-Z%  Approximate
RiLAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=T—HH percentage
Grantees (B/B/%) BRIFE Ed TEZEREY ERig EnirE EREN RTEZERE shareholdings
ERA (Mt 1) (1) (B/R/%) RzRhEE BREHA BREHA BREHA PRZROUE REEHASM
(i) Directors (continued)
22(8)
Mr. Gu Liyong 03/05/2011 6.388  03/05/2012 - 03/05/2013 262,500 0 0 262,500 0 -
BEERE 55 CE-CERAZAE
A=A e
04/05/2013 - 03/05/2014 262,500 0 0 0 262,500 0.02513%
“E--¥RAMAZ
“Z-RETA=A
04/05/2014 - 03/05/2015 350,000 0 0 0 350,000 0.03351%
ZE-MELANAZ
ZE-R5RA=A
(Note 2)
(BsE2)
875,000 0 0 262,500 612,500 0.05864%
2810312012 4186 28/03/2013-27/03/2016 195,000 0 0 195,000 0 -
S 3 ZB-ZESACTN\RE
=A=tNA ZF-FZRZTtA
(Note 6) 28/03/2014 - 27/03/2016 195,000 0 0 195,000 0 -
(Ftse) Z3-RE=AZT/\HE
ZE-EZACTHA
28/03/2015 - 27/03/2016 260,000 0 0 260,000 0 -
ZE-nEZAZT/\AE
ZF-FZRZTtA
(Note 3)
(H5E3)
650,000 0 0 650,000 0 -
(Note 6)
(Fiste)
BE R EEBRA R



Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BARLAMBEABRETS(E)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised lapsed 2013
(Note?)  share period  H=F-ZF during during during  W=Z-ZE  Approximate
RiEAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=+—HH  percentage
Grantees (B/B/%) BRIFE el TEZEREY ERig R EREN RTEZEBRE shareholdings
ERA (1) (1) (B/R/%) RzkRhEE BREHA BREHA BREHA PRZROUE REHEHASM
(i) Directors (continued)
22(8)
Mr. Gu Liyong 221032013 375 22032014 -21/03/2017 0 195,000 0 0 195,000 0.01867%
(continued) Z5-=F ZF-MEZRZ+ZAR
BEBAL(R) o s = S
(Note 7) 2210312015 - 21/03/2017 0 195,000 0 0 195,000 0.01867%
(FtsE7) Z3-RF=A-fzRE
I Yy
221032016 - 21/03/2017 0 260,000 0 0 260,000 0.02489%
ZE-EZRZTAR
“E-tF-fA-1-H
(Note 4)
(Hzt4)
0 650,000 0 0 650,000 0.06223%
Dr. Loke Yu 03/05/2011 6388 03/05/2012 - 03/05/2013 45,000 0 0 45,000 0 -
37\ B Z5—F Z5-ZFRAZRZ
A=A “3-=FRA=A
04/05/2013 - 03/05/2014 45,000 0 0 0 45,000 0.00431%
“E--¥RAMAZ
“Z-RETA=A
04/05/2014 - 03/05/2015 60,000 0 0 0 60,000 0.00574%
ZE-MELANAZ
ZE-R5RA=A
(Note 2)
(BsE2)
150,000 0 0 45,000 105,000 0.01005%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(b) Post-IPO Share Option Scheme (continued)

SBREST 8 ()
(b) ERABIRERMBRETE (H)

Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised lapsed 2013
(Note?)  share period  H=F-ZF during during during  W=Z-ZE  Approximate
RiEAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=+—HH  percentage
Grantees (B/B/%) BRIFE el TEZEREY ERig R EREN RTEZEBRE shareholdings
ERA (1) (1) (B/R/%) RzkRhEE BREHA BREHA BREHA PRZROUE REHEHASM
(i) Directors (continued)
22(8)
Dr. Loke Yu 2810312012 4186 28/03/2013-27/03/2016 22,500 0 0 0 22,500 0.00215%
(continued) —3-CF “T-=F-fA-f)\RZE
FiBEL(8) =R=tNA ZF-FZRZTtA
28/03/2014 - 27/03/2016 22,500 0 0 0 22,500 0.00215%
ZT-MEZAZTN\BE
ZE-EZACTHA
28/03/2015 - 27/03/2016 30,000 0 0 0 30,000 0.00288%
ZE-nEZAZT/\AE
ZBEZACTHA
(Note 3)
(H5E3)
75,000 0 0 0 75,000 0.00718%
Ms. Zhang Jingdong 03052011 6388 03/05/2012 - 03/05/2013 45,000 0 0 45,000 0 -
EHRRL Z5—F Z5-ZFRAZRZ
A=A ZF-=%1A=A
04/05/2013 - 03/05/2014 45,000 0 0 0 45,000 0.00431%
“Z--knAmAZ
“Z-RETA=A
04/05/2014 - 03/05/2015 60,000 0 0 0 60,000 0.00574%
ZE-MELANAZ
“T-RERAZH
(Note 2)
(BsE2)
150,000 0 0 45,000 105,000 0.01005%

ST



Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BARLAMBEABRETS(E)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised lapsed 2013
(Note?)  share period  H=F-ZF during during during  W=Z-ZE  Approximate
RiEAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=+—HH  percentage
Grantees (B/B/%) BRIFE el TEZEREY ERig R EREN RTEZEBRE shareholdings
ERA (1) (1) (B/R/%) RzkRhEE BREHA BREHA BREHA PRZROUE REHEHASM
(i) Directors (continued)
22(8)
Ms. Zhang Jingdong ~ 28/03/2012 4186 28/03/2013-27/03/2016 22,500 0 0 0 22,500 0.00215%
(continued) “5-CF ZF-ZEZAZT/\AE
EHRRL(8) =k JAY= ZF-FZRZTtA
28/03/2014 - 27/03/2016 22,500 0 0 0 22,500 0.00215%
ZT-MEZAZTN\BE
ZE-EZACTHA
28/03/2015 - 27/03/2016 30,000 0 0 0 30,000 0.00288%
ZE-nEZAZT/\AE
B ESACTHA
(Note 3)
(HzE3)
75,000 0 0 0 75,000 0.00718%
Mr. Li Xikui 03/05/2011 6388 03/05/2012 - 03/05/2013 45,000 0 0 45,000 0 -
Xy 55 CE-CERAZAE
A=A “3-=FRA=A
04/05/2013 - 03/05/2014 45,000 0 0 0 45,000 0.00431%
“E--¥RAMAZ
“Z-RETA=A
04/05/2014 - 03/05/2015 60,000 0 0 0 60,000 0.00574%
ZE-MELANAZ
ZE-R5RA=A
(Note 2)
(BsE2)
150,000 0 0 45,000 105,000 0.01005%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(b) Post-IPO Share Option Scheme (continued)

BREsTE (&)

(b) BERAMBERBRETE ()

Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised apsed 2013
(Note?)  share period  H=F-ZF during during during  W=Z-ZE  Approximate
RiEAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=+—HH  percentage
Grantees (B/B/%) BRIFE el TEZEREY ERig R EREN RTEZEBRE shareholdings
ERA (1) (1) (B/R/%) RzkRhEE BREHA BREHA BREHA PRZROUE REHEHASM
(i) Directors (continued)
22(8)
Mr. Li Xikui 2810312012 4186 28/03/2013-27/03/2016 22,500 0 0 0 22,500 0.00215%
(continued) —E3-of “T-=F-fA-f)\RZE
ekt (8) =R=tNA ZF-FZRZTtA
28/03/2014 - 27/03/2016 22,500 0 0 0 22,500 0.00215%
ZT-MEZAZTN\BE
ZE-EZACTHA
28/03/2015 - 27/03/2016 30,000 0 0 0 30,000 0.00288%
ZE-nEZAZT/\AE
ZBEZACTHA
(Note 3)
(H5E3)
75,000 0 0 0 75,000 0.00718%
38,200,000 19,150,000 0 24,797,500 32,552,500 3.11623%
(i) Employegs and 221092010 338 23092012 -22/09/2013 1,086,000 0 64,500 1,021,500 0 -
other particpants ~ —5-%% ZT-CEAAZTZHEE
EEREMZEE  AAZTZH “2-ZERACTCA
23/09/2013 - 22/09/2014 1,448,000 0 0 20,000 1,428,000 0.13670%
CR-CEfACTZEE
ZB-mEAACTZA
(Note 2)
(BsE2)
2,534,000 0 64,500 1,041,500 1,428,000 0.13670%

ST



Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

BREsTE (&)

(b) Post-IPO Share Option Scheme (continued) (b) BXRAMBRERBRETSE)
Number of
Number of shares subject
shares subject to outstanding
tooutstanding ~ Numberof ~ Numberof ~ Numberof  options as at
Date of Grant  Exercise options as at options options options 31 December
(dd/mm/yyyy) price per Exercisable 1 January 2013 granted exercised apsed 2013
(Note?)  share period  H=F-ZF during during during  W=Z-ZE  Approximate
RiEAH (HKS) (dd/mmlyyyy) —A-AEE the year the year theyear T=A=+—HH  percentage
Grantees (B/B/%) BRIFE el TEZEREY ERRE R EREN RTEZEBRE shareholdings
ERA (RtsE1) (1) (B/R/%) RzkRhEE BREHA BREHA BREHA PRZROUE REHEHASM
(i) Employees and other ~ 03/05/2011 6388 03/05/2012 - 03/05/2013 3,477,000 0 0 3,477,000 0 -
participants 3 “3-“knAZRE
(continued) BA=A Z5-%£1A=A
EERAMZEE(B) 04/05/2013 - 03/05/2014 3,477,000 0 0 96,000 3,381,000 0.32366%
“F-=FnAmAZ
“E-MERA=A
04/05/2014 - 03/05/2015 4,636,000 0 0 128,000 4,508,000 043154%
“Z-PMERAMAZ
“2-1%RA=ZA
(Note 2)
(f3k2)
11,590,000 0 0 3,701,000 7,889,000 0.75520%
28/03/2012 4186 28/03/2013 - 27/03/2016 3,343,500 0 0 180,000 3,163,500 0.30284%
“E2-CF TE-ZEZACT/\RE
ZAZTNE ZFEZACTHA
28/03/2014 - 27/03/2016 3,343,500 0 0 180,000 3,163,500 0.30284%
ZB-MEZAZTN\RE
ZE-REZACTHA
28/03/2015 - 27/03/2016 4,458,000 0 0 240,000 4,218,000 0.40379%
ZT-REZACT/\EE
ZFEZACTHA
(Note 3)
(M3E3)
11,145,000 0 0 600,000 10,545,000 1.00947%
25,269,000 0 64,500 5,342,500 19,862,000 1.90137%
Total A3t 63,469,000 19,150,000 64,500 30,140,000 52,414,500 5.01760%
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)

(b) Post-IPO Share Option Scheme (continued)

Notes:

(1

It was the date when the Company offered to the grantees the
options under the Post-IPO Share Option Scheme (the “Date of
Grant”).

Each of the grantees to whom options have been conditionally
granted under the Post-IPO Share Option Scheme will be entitled to

exercise:

(i)

(if)

(iii)

up to 30% of the total number of options granted at
any time during the period commencing from the first
anniversary of the Date of Grant to the date of the second
anniversary of the Date of Grant (both days inclusive);

up to 30% of the total number of options granted at
any time during the period commencing from the date
immediately following the second anniversary of the Date
of Grant to the date of the third anniversary of the Date of
Grant (both days inclusive); and

up to 40% of the total number of options granted, at
any time during the period commencing from the date
immediately following the third anniversary of the Date of
Grant to the date of the fourth anniversary of the Date of
Grant (both days inclusive).

Each of the grantees to whom options have been conditionally
granted under the Post-IPO Share Option Scheme will be entitled to
exercise:

(i)

as to 30%, from the date of the first anniversary of the Date
of Grant, i.e. 28 March 2013, to the date immediately before
the fourth anniversary of the Date of Grant, i.e. 27 March
2016 (both dates inclusive);

(ii) as to 30%, from the date of the second anniversary of the
Date of Grant, i.e. 28 March 2014, to the date immediately
before the fourth anniversary of the Date of Grant, i.e. 27
March 2016 (both dates inclusive); and

(iii)  as to 40%, from the date of the third anniversary of the Date

of Grant, i.e. 28 March 2015, to the date immediately before
the fourth anniversary of the Date of Grant, i.e. 27 March
2016 (both dates inclusive).

BREsTE (&)

(b)

BROMBERBRESS (H)

Wi

(@)

)

3

EaREBERATA

WRADRIBEERAAMEERER
R B A AR AR BB RS B 5
(MR EED) -

RBERARBEERBRES RS
BIHRARTREESSFEA - 7]

(i) BREASMRE-BEF AR
ERLAHRFEF-_BFER
Lz HBER(BEERMAE
M) - BER TR B
THEEB30% :

iy, BRHASRE-_BEFZEAR
EERHARRE=ZBAFER
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THEB30% &
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EEREARRFENAFER
Ltz HBER(BEERMAE
W) - BER TR B
BB 40% °

RIBERARBEERBIEEA K
HERBERIENSERA - EEE
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A &EITE30% : &

iy BERLAHEEZAFZAGD
—“E-REE=A-+N\RB)#
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(b) Post-IPO Share Option Scheme (continued)

Notes: (continued)

)

(©)

Each of the grantees to whom options have been conditionally
granted under the Post-IPO Share Option Scheme will be entitled to
exercise:

(i) as to 30%, from the date of the first anniversary of the Date
of Grant, i.e. 22 March 2014, to the date immediately before
the fourth anniversary of the Date of Grant, i.e. 21 March
2017 (both dates inclusive);

(ii) as to 30%, from the date of the second anniversary of the
Date of Grant, i.e. 22 March 2015, to the date immediately
before the fourth anniversary of the Date of Grant, i.e. 21
March 2017 (both dates inclusive); and

(i) as to 40%, from the date of the third anniversary of the Date
of Grant, i.e. 22 March 2016, to the date immediately before
the fourth anniversary of the Date of Grant, i.e. 21 March
2017 (both dates inclusive).

The 16,500,000 share options and 1,000,000 share options were
granted to each of Mr. Fang and Mr. van Ooijen on 3 May 2011
subject to the vesting condition that the net profit of the Group
for the financial year of the Company ended 31 December 2011
is equal to or exceeds 130% of the net profit of the Group for the
financial year ended 31 December 2010. As the aforesaid condition
has not been met and therefore the share options granted to Mr.
Fang and Mr. van Ooijen in 2011 have not been duly vested and are
not exercisable. Notwithstanding this, these share options should
be taken into account for the purpose of determining whether the
limits under Rule 17.04(1) of the Listing Rules are exceeded.
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Directors’ Report (continued)

EEEHE (H)

SHARE OPTION SCHEME (continued)
(b) Post-IPO Share Option Scheme (continued)

Notes: (continued)

(6)

@)

The 16,500,000 share options, 2,000,000 share options and
650,000 share options were granted to each of Mr. Fang, Mr.
van Ooijen and Mr. Gu on 28 March 2012 subject to the vesting
condition that the net profit of the Group for the financial year
of the Company ended 31 December 2012 is equal to or exceeds
130% of the net profit of the Group for the financial year ended 31
December 2010. As the aforesaid condition has not been met and
therefore the share options granted to Mr. Fang, Mr. van Ooijen and
Mr. Gu in 2012 were automatically lapsed on the publication date
of the final results of the Company for the year ended 31 December
2012.

The 16,500,000 share options, 2,000,000 share options and
650,000 share options were granted to each of Mr. Fang, Mr.
van Ooijen and Mr. Gu on 22 March 2013 subject to the vesting
condition that the net profit of the Group for the financial year of
the Company ending 31 December 2013 is equal to or exceeds
130% of the net profit of the Group for the financial year ended
31 December 2010 (the “Performance Target”). If the Performance
Target is not reached, the share options granted to Mr. Fang, Mr.
van Ooijen and Mr. Gu on 22 March 2013 will automatically lapse.

Saved as disclosed as above, no options were granted, cancelled
or lapsed as at 31 December 2013. The consideration paid by each
grantee for each grant of option is HK$1.00.
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FieE : ()
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS

Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation

As at 31 December 2013, the interests or short positions of the Directors
and chief executives of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")) as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix 10 to
the Listing Rules (the “Model Code”), were as follows:

(i)  Long positions in Shares and underlying Shares:

= N 2

Em iR E
EEREIBTRABREAAAREABE
B - EBRORMESHESER KA

RIB—=F+"A=+—H ARREFK
TRITRABRARBSEEEBER (E
EA(EHF LB ERID(EFRAEGD]) S
XV &) ity ~ B R EFTHE A RE
ARERES L REERIFEI2ZIFAETEENE
O R PR SRSk AR I L T AR AUM 8%+ Pt T
BITAERETERRZHRESTRI([1R2ET
AN BARMEARBREEBHEIHMERAT]
(TBEZZ AT ) BB SOA B AN T -

() BROORIEEREEIFE

Number of Total  Approximate
Number of underlying number of percentage
Shares Shares Shares  shareholding
Name of Capacity/Nature interested interested interested in the Company
Director of Interest HEERN FEEEN BEERN  ERDERE
EZEB 5/ BEME ROEE  HEROHE RABH  HELEI
Mr. Fang Ankong Beneficial owner 5,614,000 29,450,000 35,064,000
ARERE BRBERA (Note 1)
(BrzE1)
Interest in controlled corporations 378,905,265 31,266,667 410,171,932
REEFEE 2 S (Note 2) (Note 2)
(FizE2) (HizE2)
Interest of the other parties to 397,392,735 141,275,536 538,668,271
an agreement under section (Note 3) (Note 3)
317 of the SFO (M3E3) (MH3E3)
EFRBEEIE 317 E T
HtET QR PR 2 s
Total: 485t 983,904,203 94.19%
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued) R E (&)

Directors’ and Chief Executives’ Interests and Short EZERFTETHRAERAATREMEEE
Positions in Shares, Underlying Shares and Debentures BEHR#% - HERORESFHWEZR AR
of the Company and Its Associated Corporation (%)

(continued)

() Long positions in Shares and underlying Shares: (continued) () R RIAER D EFE - (&)
Number of Total  Approximate
Number of underlying number of percentage
Shares Shares Shares  shareholding
Name of Capacity/Nature interested interested interested in the Company
Director of Interest FRERN RFEERN REERN  ERDRRE
EZEB 5/ REtE RABE  HERGHE ROLE  HHNEIL
Mr. Stephanus Beneficial owner 300,000 3,100,000 3,400,000
Maria van Ooijen BExlEAA (Note 4)
Stephanus Maria van (HizE4)
Ooijen %4
Interest in controlled corporations 290,395,981 52,100,000 342,495,981
RREHZEE 2 R (Note 5) (Note 5)
(Fi#5E5) GiE$)
Interest of the other parties to 491,216,019 146,792,203 638,008,222
an agreement under section (Note 6) (Note 6)
317 of the SFO (Hrit6) (Hsk6)
EAERBERIENTETHE
HETA R e 2 #am
Total: 85t : 983,904,203 94.19%
Mr. Gu Liyong Beneficial owner 255,000 1,432,500 1,687,500 0.16%
BEREE ERAAA (Note 7)
GiE))
Dr. Loke Yu Beneficial owner - 180,000 180,000 0.02%
B Mgt BRBERA (Note 8)
CiEz:)
Ms. Zhang Jingdong Beneficial owner - 180,000 180,000 0.02%
EfEZT BREBA (Note 9)
(MizE9)
Mr. Li Xikui Beneficial owner - 180,000 180,000 0.02%
FHERE EnEEA (Note 10)
(Tit:E10)

EaREBERATA




Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued) ERRE (8)
Directors’ and Chief Executives’ Interests and Short EERFTETHRAERAATREBE X

Positions in Shares, Underlying Shares and Debentures BEHR#% - HERORESFHWEZR AR
of the Company and Its Associated Corporation (%)
(continued)

(i) Short positions in Shares: (i) ROEEE -

Approximate
percentage
shareholding
Name of Capacity/Nature Number of in the Company
Director of Interest Shares EARA T R
ExEB 5/ EEitE REAE HERBE D
Mr. Fang Ankong Interest of the other parties to an 20,837,095 1.99%

FRELE agreement under section 317 of the SFO (Note 11)

ErREEROIENTE T (BgzE11)

BRI Prsh < e

Mr. Stephanus Maria van Ooijen Interest in controlled corporations 20,837,095 1.99%

Stephanus Maria van Ooijen %¢ 4 REZEHEE 2 (Note 11)

(BzE11)

(i) Long positions in debentures of the Company: (i) AR ENEFAILE

Principal amount of
the debentures held
FEES AL
Name of Director Capacity/Nature of Interest (HK$)
EEEB B Rty (A7)
Mr. Fang Ankong Interest in controlled corporations 187,600,000
FRERE AR HNEE 2 s (Note 12)
(Mi3E12)
Mr. Stephanus Maria van Ooijen Interest in controlled corporations 312,600,000
Stephanus Maria van Ooijen ¢4 NEZIEFER 2 e (Note 13)
(BI3E13)

Chiho-Tiande Group Limited ~ Annual Report 2013



Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation

(continued)
Notes:

(1) Mr. Fang Ankong (“Mr. Fang”) was granted Share Options under the
Pre-IPO Share Option Scheme and the Post-IPO Share Option Scheme to
subscribe for 3,500,000 Shares and 49,500,000 Shares, respectively. Mr.
Fang exercised Share Options to subscribe for 1,050,000 Shares on 18 May
2012. 1,050,000 Share Options granted to Mr. Fang on 23 June 2010 have
not been exercised in the exercisable period and were lapsed on 13 July
2013. 4,950,000 Share Options granted to Mr. Fang on 3 May 2011 have
not been exercised in the exercisable period and were lapsed on 4 May
2013. 16,500,000 Share Options were granted to Mr. Fang on 28 March
2012 subject to the vesting condition that the net profit of the Group for
the financial year of the Company ended 31 December 2012 is equal to or
exceeds 130% of the net profit of the Group for the financial year ended
31 December 2010. As the aforesaid condition has not been met and
therefore the 16,500,000 Share Options granted to Mr. Fang on 28 March
2012 were automatically lapsed on 21 March 2013.

emiE ()
EEREIBTRABREAAAREABE
EHRG  AHERORESFNEER AR
(#)

BT -

() FAEZEEE(HEE]DRESRLAREEN
BREASIREBERNAHABERBRETSE
% TR IE S IR A ] 3,500,000 AR AR5
149,500,000 f& R85 » HEAENR T ——4F
AA+N\BITERERAELAGREE 1,050,000 B2 A%
BeR_E—TENA-FTZARTFHIEE
21,050,000 {7 B8 AR 4 M0 K 74 17 {55 B U 1 7T
FER-ZZT—=FtA+=BERH - -R=F
——F R A=ZBETH A 24,950,000 1%
BRETRNITERARNETEER =2 —=
ERAMBEM - RZBE——F=A=+N
B 1\ 5 % £ % F 16,500,000 19 B8 % 4 - M
ZRAEBEGY  BIBE_T—=-F+=A
=+ — B IEARR BB E E B A B % T
HERIBANEERHE T —TF+ A
=+ —HUEFRFEFEFN130% - AR E
MG ARENX - At RZFE—=F=A
Z+NBETF % ER 16,500,000 17 iE B 1
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation
(continued)

Notes: (continued)

)

318,905,265 Shares are held by HWH Holdings Limited (“HWH") as
beneficial owner and HWH is wholly-owned by Mr. Fang. Green Elite
Limited (“Green Elite”) holds 60,000,000 Shares as beneficial owner and
is 50%-owned by each of HWH and Delco Participation B.V. (“Delco”). On
1 March 2012, the Company issued a three-year 4% coupon convertible
bonds (the “Convertible Bonds”) in the aggregate principal amount of
HK$815,800,000 entitling the holders thereof to convert into Shares at
an initial conversion price of HK$6.00 per Share, subject to adjustments,
and HWH subscribed for the Convertible Bonds in the principal amount of
HK$187,600,000. Pursuant to a sale and purchase agreement dated 16
January 2013 entered into between, among others, HWH and Greenwoods
China Alpha Master Fund (“Greenwoods”), an independent third party,
HWH has, on 16 January 2013, transferred part of its Convertible
Bonds in the principal amount of HK$120,000,000 (“Option Bonds”) to
Greenwoods and Greenwoods has granted a call option (“Call Option”)
in favour of HWH to purchase all or part of the Option Bonds on the
same day. The 31,266,667 underlying Shares comprise (i) 11,266,667
underlying Shares held by HWH as beneficial owner which fall to be
issued to HWH upon full conversion of the Convertible Bonds; and (ii)
20,000,000 underlying Shares held by HWH as beneficial owner which
Greenwoods is obliged to deliver to HWH upon exercise of the Call Option
by HWH. Therefore, Mr. Fang is deemed to be interested in an aggregate
of 410,171,932 Shares held by his controlled corporations.
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation
(continued)

Notes: (continued)

(3) Mr. Fang, Mr. Stephanus Maria van Qoijen (“Mr. van Ooijen”), Mr.
Herman Maurits de Leeuw (“Mr. de Leeuw"”), HWH, Delco, Sims
Metal Management Dragon Holdings Limited (“Sims”) and Sims Metal
Management Asia Limited (“Sims Asia”) are considered having entered
into an agreement under section 317 of the SFO. The 397,392,735
Shares comprise (i) 300,000 Shares held by Mr. van Ooijen as beneficial
owner; (i) 230,395,981 Shares held by Delco as beneficial owner; and (iii)
166,696,754 Shares held by Sims as beneficial owner. The 141,275,536
underlying Shares comprise (i) 3,100,000 underlying Shares held by Mr. van
Qoijen as beneficial owner as referred to in Note 4 below; (i) 52,100,000
underlying Shares held by Delco as beneficial owner which fall to be issued
to Delco upon full conversion of the Convertible Bonds; (iii) 20,837,095
underlying Shares held by Sims as beneficial owner which Delco is obliged
to deliver to Sims upon exercise of the Option by Sims; (iv) 52,600,000
underlying Shares held by Sims as beneficial owner which fall to be issued
to Sims upon full conversion of the Convertible Bonds; and (v) 12,638,441
underlying Shares held by Sims as beneficial owner which fall to be issued
to Sims upon full conversion of the Warrants. Therefore, Mr. Fang is
deemed to be interested in an aggregate of 538,668,271 Shares held by
the other parties to an agreement under section 317 of the SFO.
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(3)  J344 - Stephanus Maria van Ooijent4E ([van
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([de Leeuw?t4 |) ~ HWH * Delco * Sims Metal
Management Dragon Holdings Limited ([ Sims )
. Sims Metal Management Asia Limited
([Sims Asial) # R AR EH K EAE KIS
31716 T 8 15 7% © 397,392,735 B 15 B 1&
(A van Ooijen L EERE=EB AZEDN
300,000 &A% 15 (i) B3 DelcotERE @R A
F5E1#)230,395,981 &M ¢ K (iii) B8 Sims 1
REEAR AFFER 166,696,754 %7 -
141,275,536 BARRARR (9 B245 (i) T XPI=E 4 BT
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EREZHEB ARG ENRIREFEREA
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation

(continued)
Notes: (continued)

)

(5)

Mr. van Ooijen was granted Share Options under the Pre-IPO Share
Option Scheme and the Post-IPO Share Option Scheme to subscribe for
1,000,000 Shares and 5,000,000 Shares, respectively. Mr. van Ooijen
exercised Share Options to subscribe for 300,000 Shares on 18 May 2012.
300,000 Share Options granted to Mr. van Ooijen on 23 June 2010 have
not been exercised in the exercisable period and were lapsed on 13 July
2013. 300,000 Share Options granted to Mr. van Ooijen on 3 May 2011
have not been exercised in the exercisable period and were lapsed on 4
May 2013. 2,000,000 Share Options were granted to Mr. van Ooijen on
28 March 2012 subject to the vesting condition that the net profit of the
Group for the financial year of the Company ended 31 December 2012 is
equal to or exceeds 130% of the net profit of the Group for the financial
year ended 31 December 2010. As the aforesaid condition has not been
met and therefore the 2,000,000 Share Options granted to Mr. van Ooijen
on 28 March 2012 were automatically lapsed on 21 March 2013.

230,395,981 Shares are held by Delco as beneficial owner and Delco is
indirectly 50%-owned by Mr. van Ooijen. Green Elite holds 60,000,000
Shares as beneficial owner and is 50%-owned by each of HWH and Delco.
The 52,100,000 underlying Shares represent such number of underlying
Shares which fall to be issued to Delco upon full conversion of the
Convertible Bonds. Therefore, Mr. van Ooijen is deemed to be interested in
an aggregate of 342,495,981 Shares held by his controlled corporations.
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation

(continued)
Notes: (continued)

(6) Mr. Fang, Mr. van Ooijen, Mr. de Leeuw, HWH, Delco, Sims and Sims Asia
are considered having entered into an agreement under section 317 of
the SFO. The 491,216,019 Shares comprise (i) 5,614,000 Shares held by
Mr. Fang as beneficial owner; (ii) 318,905,265 Shares held by HWH as
beneficial owner; and (iii) 166,696,754 Shares held by Sims as beneficial
owner. The 146,792,203 underlying Shares comprise (i) 29,450,000
underlying Shares held by Mr. Fang as beneficial owner as referred to in
Note 1 above; (ii) 31,266,667 underlying Shares held by HWH as beneficial
owner as referred to in Note 2 above; (i) 20,837,095 underlying Shares
held by Sims as beneficial owner which Delco is obliged to deliver to Sims
upon exercise of the Option by Sims; (iv) 52,600,000 underlying Shares
held by Sims as beneficial owner which fall to be issued to Sims upon full
conversion of the Convertible Bonds; and (v) 12,638,441 underlying Shares
held by Sims as beneficial owner which fall to be issued to Sims upon full
conversion of the Warrants. Therefore, Mr. van Ooijen is deemed to be
interested in an aggregate of 638,008,222 Shares held by the other parties
to an agreement under section 317 of the SFO.
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation
(continued)

Notes: (continued)

@)

9

(10)

Mr. Gu Liyong (“Mr. Gu") was granted Share Options under the Pre-IPO
Share Option Scheme and the Post-IPO Share Option Scheme to subscribe
for 425,000 Shares and 2,175,000 Shares, respectively. Mr. Gu exercised
Share Options to subscribe for 127,500 Shares and 127,500 Shares on 18
May 2012 and 14 May 2013 respectively. 262,500 Share Options granted
to Mr. Gu on 3 May 2011 have not been exercised in the exercisable period
and were lapsed on 4 May 2013. 650,000 Share Options were granted
to Mr. Gu on 28 March 2012 subject to the vesting condition that the
net profit of the Group for the financial year of the Company ended 31
December 2012 is equal to or exceeds 130% of the net profit of the Group
for the financial year ended 31 December 2010. As the aforesaid condition
has not been met and therefore the 650,000 Share Options granted to Mr.
Gu on 28 March 2012 were automatically lapsed on 21 March 2013.

Dr. Loke Yu (“Dr. Loke"”) was granted Share Options under the Post-IPO
Share Option Scheme to subscribe for 225,000 Shares. 45,000 Share
Options granted to Dr. Loke on 3 May 2011 have not been exercised in the
exercisable period and were lapsed on 4 May 2013.

Ms. Zhang Jingdong (“Ms. Zhang") was granted Share Options under the
Post-IPO Share Option Scheme to subscribe for 225,000 Shares. 45,000
Share Options granted to Ms. Zhang on 3 May 2011 have not been
exercised in the exercisable period and were lapsed on 4 May 2013.

Mr. Li Xikui (“Mr. Li”) was granted Share Options under the Post-IPO Share
Option Scheme to subscribe for 225,000 Shares. 45,000 Share Options
granted to Mr. Li on 3 May 2011 have not been exercised in the exercisable
period and were lapsed on 4 May 2013.
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporation
(continued)

Notes: (continued)

(11)  Pursuant to a sale and purchase agreement dated 17 January 2012 entered
into between, among others, Delco and Sims, Delco has granted a call
option (the “Option”) in favour of Sims in respect of 20,837,095 Shares,
subject to adjustments (the “Option Shares”). The short position in respect
of 20,837,095 Shares represent the number of the Option Shares which
Delco is obliged to deliver to Sims upon exercise of the Option by Sims. Mr.
van Ooijen is deemed to have the same short position as Delco since Delco
is indirectly 50%-owned by Mr. van Ooijen. Mr. Fang is also deemed to
have the same short position as Delco since Mr. Fang and Delco are parties
to an agreement under section 317 of the SFO referred to in Notes 3 and
6 above.

(12)  This represents the aggregate of (i) the principal amount of the Convertible
Bonds of HK$67,600,000 held by HWH as at 31 December 2013; and (ii)
the principal amount of the Option Bonds of HK$120,000,000 held by
Greenwoods (in which HWH is deemed to be interested by virtue of the Call
Option as referred to in Note 2 above), by virtue of which HWH is deemed
to be interested in 31,266,667 underlying Shares as referred to in Notes
2 and 6 above. Mr. Fang is deemed to be interested in the same principal
amount of the Convertible Bonds as HWH since HWH is wholly-owned by
Mr. Fang.

(13)  This represents the principal amount of the Convertible Bonds subscribed
by Delco, by virtue of which Delco is deemed to be interested in
52,100,000 underlying Shares as referred to in Notes 3 and 5 above. Mr.
van Ooijen is deemed to be interested in the same principal amount of the
Convertible Bonds as Delco since Delco is indirectly 50%-owned by Mr. van
QOoijen.

Saved as disclosed above, as at 31 December 2013, none of the
Directors and chief executives of the Company had any interests or
short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations which would have to be
notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the
SFO), or which were recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or which were required
to be notified to the Company and the Stock Exchange pursuant to the
Model Code.
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Directors’ Report (continued)

EEe2RE (E)

DISCLOSURE OF INTERESTS (continued) ERRE (8)

Substantial Shareholders’ Interests and Short Positions FERRRZA QT HKR G R EER G M E
in Shares and Underlying Shares of the Company BRAR

As at 31 December 2013, the interests and short positions of the RZZE—=F+"HA=+—H BARFES
persons, other than the Directors and chief executives of the Company,  RFBITHABSN - L FATRAARR TR K&
in the shares and underlying shares of the Company as recorded in  #HEARR ) A EREE S NS KM 336
the register required to be kept under Section 336 of the SFO were as  {§B P17 & 2 &M AracitriE s oA

follows: T
(i) Long positions in Shares and underlying Shares: () R RIBER (D EILEE -
Number of Total Approximate
Number of underlying number of percentage
Shares Shares Shares shareholding
Name of Capacity/Nature interested interested interested  in the Company
Shareholder of Interest BRERN BRERN BEEEN AN RE
RREH g/ BE1E RHGEE RBRH%A R EY WEREDL
HWH Holdings Limited Beneficial owner 318,905,265 31,266,667 350,171,932
ERHEEA (Note 1) (Note 1)
(MzE1) (MizE1)
Interest in controlled corporations 60,000,000 - 60,000,000
REEGEE 2R (Note 1)
(M)
Interest of the other parties to 403,006,735 170,725,536 573,732,271
an agreement under section (Note 2) (Note 2)
317 of the SFO (Fit2) (firzx2)
EHRAEEAIZ T IET B
EMETOR R 2 ER
Total: 45t : 983,904,203 94.19%
Delco Participation B.V. Beneficial owner 230,395,981 52,100,000 282,495,981
BEXBBA (Note 3) (Note 3)
GEE) (Fiz3)
Interest in controlled corporations 60,000,000 - 60,000,000
REEHEE 2R (Note 3)
(WiE3)
Interest of the other parties to 491,516,019 149,892,203 641,408,222
an agreement under (Note 4) (Note 4)
section 317 of the SFO (MizE4) (MizE4)
BHERBERAENTETHE
EMETHR A 2R
Total: 485t : 983,904,203 94.19%
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued) RERIFE (&)
Substantial Shareholders’ Interests and Short Positions EZERRRZA 1 78R 4 & 863 IR 4 15
in Shares and Underlying Shares of the Company #&mR#®X2E (&)
(continued)
() Long positions in Shares and underlying Shares: (continued) () R RIGERGEFE : (E)
Number of Total Approximate
Number of underlying number of percentage
Shares Shares Shares shareholding
Name of Capacity/Nature interested interested interested  in the Company
Shareholder of Interest BEERN BEERN BEERN AR R RE
BRRE® 5/ BEKE RAEE HERGEA PR WEAEA L
Mr. Herman Maurits de Leeuw Interest in controlled corporations 290,395,981 52,100,000 342,495,981
Herman Maurits de Leeuw 54 WEEHAR BR (Notes 3 & 5) (Notes 3 & 5)
(M3 R5) (B33 %5)
Interest of the other parties to 491,516,019 149,892,203 641,408,222
an agreement under section (Notes 4 &5) (Notes 4 &5)
317 of the SFO (M4 R5) GEZYS)
ERRAERIIZNTIE T HE
X HEYi 2P
Total: 51 : 983,904,203 94.19%
SVO Company B.V. Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
REEHEE 2 R (Notes 3,4 &5)  (Notes 3,4 &5)
(33~ 4%5) (33 4%5)
H.P.L. Metals B.V. Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
REEHEE R (Notes3,4&5)  (Notes3,4&5)
(M3 4%5) (M3 4R5)
Stichting Beheer Aandelen Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
H.P.L. Metals WEEHAR ER (Notes3,4&5)  (Notes 3,4 &5)
(W3 4R5) (W3- 4RK5)
Green Elite Limited Beneficial owner 60,000,000 - 60,000,000 5.74%
EEHAA
T R ——



Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued) ERRE (8)
Substantial Shareholders’ Interests and Short Positions FERRRZA QT HKR G R EER G M E
in Shares and Underlying Shares of the Company #R#%X= ()

(continued)
() Long positions in Shares and underlying Shares: (continued) () R RIGERGEFE : (E)
Number of Total Approximate
Number of underlying number of percentage
Shares Shares Shares shareholding
Name of Capacity/Nature interested interested interested  in the Company
Shareholder of Interest BRERN BRERN BEERN AR R RE
BRRE® 5/ BEKE RAEE HERGEA PR WEAEA L
Sims Metal Management Beneficial owner 166,696,754 86,075,536 252,772,290
Dragon Holdings Limited BERHBA (Note 6) (Note 6)
(Hizte) (Fiizte)
Interest of the other parties to 615,215,246 115,916,667 731,131,913
an agreement under section (Note 7) (Note 7)
317 of the SFO (MzE7) (MW7)
ERRAERIIZNTIE T HE
X HEYi 2P
Total: 485t : 983,904,203 94.19%
Sims Metal Management Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
China Holdings Limited REEHEE 2R (Notes6,7&8)  (Notes 6, 7 &8)
(k6 - 7R8) (36 7R8)
Sims Metal Management Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
Asia Limited REEHEE R (Notes6,78&8)  (Notes6,7 &8)
(M6 7k8)  (MizEe 7RS)
Sims Metal Management Limited Interest in controlled corporations 781,912,000 201,992,203 983,904,203 94.19%
WEEHAR ER (Notes6,7&8)  (Notes 6, 7 & 8)

(WizE6 - 7R8) (M6 7R8)
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Directors’ Report (continued)

EEEHE (H)

DISCLOSURE OF INTERESTS (continued) ERRE (8)
Substantial Shareholders’ Interests and Short Positions FERRRZA QT HKR G R EER G M E
in Shares and Underlying Shares of the Company #R#%X= ()

(continued)
(i) Short positions in underlying Shares:

(i) 1ERER 78X E

Number of Approximate

underlying percentage

Shares shareholding in

Name of Capacity/Nature interested the Company

Shareholder of Interest BEREN {EA A R B

BRREHE 5 RattE HERDEE HENE D

Delco Participation B.V. Beneficial owner 20,837,095 1.99%
EnlEAA (Note 9)
(Pit5E9)

HWH Holdings Limited Interest of the other parties to an 20,837,095 1.99%
agreement under section 317 of the SFO (Note 9)
BRRIERIIENTIRTIRE (P5E9)

BRI PR 2 s

Mr. Herman Maurits de Leeuw Interest in controlled corporations 20,837,095 1.99%
Herman Maurits de Leeuw &4 REZIE R 7 i (Notes 5 & 9)
(F#E5%9)

SVO Company B.V. Interest in controlled corporations 20,837,095 1.99%
REEHEE 2 (Notes 5 &9)
(PH3E5 % 9)

H.P.L. Metals B.V. Interest in controlled corporations 20,837,095 1.99%
REAEENEE 2 2 (Notes 5 &9)
(FH3E5 % 9)

Stichting Beheer Aandelen Interest in controlled corporations 20,837,095 1.99%
H.P.L. Metals REEHEE 2 (Notes 5 & 9)
(PHZE5 % 9)

Sims Metal Management Dragon Interest of the other parties to an 20,837,095 1.99%
Holdings Limited agreement under section 317 of the SFO (Note 9)
EHRBEROE T IE T HE (BF519)

BT AN A 2

EaREBERATA
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EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Substantial Shareholders’ Interests and Short Positions

in Shares and Underlying Shares of the Company
(continued)

(if)

Notes:

Short positions in underlying Shares: (continued)

= N 2

=

& ()

FERRRADANR G RAEERDHE
mR%AE ()

(i)

TR (789K R - (&)

Number of Approximate

underlying percentage

Shares shareholding in

Name of Capacity/Nature interested the Company

Shareholder of Interest BEREN {EA A R B

BRREHE g,/ ERtE HEROEHE HENE D

Sims Metal Management China Interest in controlled corporations 20,837,095 1.99%
Holdings Limited MEIEHEE 2 (Notes 8 & 9)
(Pt 8 % 9)

Sims Metal Management Asia Limited Interest in controlled corporations 20,837,095 1.99%
REEHER 2 s (Notes 8 & 9)
(FizF8 &9)

Sims Metal Management Limited Interest in controlled corporations 20,837,095 1.99%
REAEGER 2 (Notes 8 & 9)
(FfizF8 & 9)

318,905,265 Shares are held by HWH as beneficial owner. The 31,266,667
underlying Shares comprise (i) 11,266,667 underlying Shares held by HWH
as beneficial owner which fall to be issued to HWH upon full conversion
of the Convertible Bonds; and (ii) 20,000,000 underlying Shares held by
HWH as beneficial owner which Greenwoods is obliged to deliver to HWH
upon exercise of the Call Option by HWH as referred to in Note 1 under
the section headed “Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures of the Company and
Its Associated Corporation” above. Green Elite holds 60,000,000 Shares
as beneficial owner and is 50%-owned by each of HWH and Delco and
therefore HWH is deemed to be interested in the same number of Shares
as held by Green Elite.
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EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Substantial Shareholders’ Interests and Short Positions

in Shares and Underlying Shares of the Company

(continued)
Notes: (continued)

(2) Mr. Fang, Mr. van Ooijen, Mr. de Leeuw, HWH, Delco, Sims and Sims Asia
are considered having entered into an agreement under section 317 of
the SFO. The 403,006,735 Shares comprise (i) 5,614,000 Shares held by
Mr. Fang as beneficial owner; (ii) 300,000 Shares held by Mr. van Ooijen
as beneficial owner; (iii) 230,395,981 Shares held by Delco as beneficial
owner; and (iv) 166,696,754 Shares held by Sims as beneficial owner. The
170,725,536 underlying Shares comprise (i) 29,450,000 underlying Shares
held by Mr. Fang as beneficial owner; (ii) 3,100,000 underlying Shares held
by Mr. van Ooijen as beneficial owner; (iii) 52,100,000 underlying Shares
held by Delco as beneficial owner which fall to be issued to Delco upon
full conversion of the Convertible Bonds; (iv) 20,837,095 underlying Shares
held by Sims as beneficial owner which Delco is obliged to deliver to Sims
upon exercise of the Option by Sims; (v) 52,600,000 underlying Shares
held by Sims as beneficial owner which fall to be issued to Sims upon
full conversion of the Convertible Bonds; and (vi) 12,638,441 underlying
Shares held by Sims as beneficial owner which fall to be issued to Sims
upon full conversion of the Warrants. Therefore, HWH is deemed to be
interested in an aggregate of 573,732,271 Shares held by the other parties
to an agreement under section 317 of the SFO.

(3) 230,395,981 Shares are held by Delco as beneficial owner. The 52,100,000
underlying Shares represent such number of underlying Shares which fall
to be issued to Delco upon full conversion of the Convertible Bonds. Green
Elite holds 60,000,000 Shares as beneficial owner and is 50%-owned by
each of HWH and Delco and therefore Delco is deemed to be interested in
the same number of Shares as held by Green Elite.

Em i E ()
EERRA S A AR R ARG MR
HRAA (H)

BIRE - ()
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EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Substantial Shareholders’ Interests and Short Positions

in Shares and Underlying Shares of the Company

(continued)
Notes: (continued)

)

(5)

Mr. Fang, Mr. van Ooijen, Mr. de Leeuw, HWH, Delco, Sims and Sims Asia
are considered having entered into an agreement under section 317 of
the SFO. The 491,516,019 Shares comprise (i) 5,614,000 Shares held by
Mr. Fang as beneficial owner; (ii) 300,000 Shares held by Mr. van Ooijen
as beneficial owner; (iii) 318,905,265 Shares held by HWH as beneficial
owner; and (iv) 166,696,754 Shares held by Sims as beneficial owner. The
149,892,203 underlying Shares comprise (i) 29,450,000 underlying Shares
held by Mr. Fang as beneficial owner; (ii) 3,100,000 underlying Shares
held by Mr. van Ooijen as beneficial owner; (iii) 31,266,667 underlying
Shares held by HWH as beneficial owner as referred to in Note 1 above;
(iv) 20,837,095 underlying Shares held by Sims as beneficial owner which
Delco is obliged to deliver to Sims upon exercise of the Option by Sims; (v)
52,600,000 underlying Shares held by Sims as beneficial owner which fall
to be issued to Sims upon full conversion of the Convertible Bonds; and
(vi) 12,638,441 underlying Shares held by Sims as beneficial owner which
fall to be issued to Sims upon full conversion of the Warrants. Therefore,
Mr. van Ooijen is deemed to be interested in an aggregate of 641,408,222
Shares held by the other parties to an agreement under section 317 of the
SFO.

Delco is 50%-owned by each of SVO Company B.V. (“SVO") and H.P.L.
Metals B.V. (“HPL"). SVO is wholly-owned by Mr. van Ooijen. HPL is
wholly-owned by Stichting Beheer Aandelen H.P.L. Metals (“Stichting
HPL"), a foundation for the sole benefit of Mr. de Leeuw. Therefore, each
of SVO, Mr. van Ooijen, Mr. de Leeuw, HPL and Stichting HPL is deemed to
be interested in the long positions and short positions held by and through
Delco.
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EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Substantial Shareholders’ Interests and Short Positions

in Shares and Underlying Shares of the Company

(continued)
Notes: (continued)

(6) 166,696,754 Shares are held by Sims as beneficial owner. The 86,075,536
underlying Shares comprise (i) 20,837,095 underlying Shares held by Sims
as beneficial owner which Delco is obliged to deliver to Sims upon exercise
of the Option by Sims; (i) 52,600,000 underlying Shares held by Sims as
beneficial owner which fall to be issued to Sims upon full conversion of the
Convertible Bonds; and (iii) 12,638,441 underlying Shares held by Sims as
beneficial owner which fall to be issued to Sims upon full conversion of the
Warrants.

(7) Mr. Fang, Mr. van Ooijen, Mr. de Leeuw, HWH, Delco, Sims and Sims Asia
are considered having entered into an agreement under section 317 of
the SFO. The 615,215,246 Shares comprise (i) 5,614,000 Shares held by
Mr. Fang as beneficial owner; (ii) 300,000 Shares held by Mr. van Ooijen
as beneficial owner; (iii) 318,905,265 Shares held by HWH as beneficial
owner; (iv) 230,395,981 Shares held by Delco as beneficial owner; and
(v) 60,000,000 Shares held by Green Elite as beneficial owner. The
115,916,667 underlying Shares comprise (i) 29,450,000 underlying Shares
held by Mr. Fang as beneficial owner; (i) 3,100,000 underlying Shares held
by Mr. van Ooijen as beneficial owner; (iii) 31,266,667 underlying Shares
held by HWH as beneficial owner as referred to in Note 1 above; and (iv)
52,100,000 underlying Shares held by Delco as beneficial owner which
fall to be issued to Delco upon full conversion of the Convertible Bonds.
Therefore, Sims is deemed to be interested in an aggregate of 731,131,913
Shares held by the other parties to an agreement under section 317 of the
SFO.
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EEEHE (H)

DISCLOSURE OF INTERESTS (continued)
Substantial Shareholders’ Interests and Short Positions

in Shares and Underlying Shares of the Company

(continued)
Notes: (continued)

(8)  Sims is a wholly-owned subsidiary of Sims Metal Management China
Holdings Limited (“SMM China”), which in turn is a wholly-owned
subsidiary of Sims Asia. Sims Asia is a wholly-owned subsidiary of Sims
Metal Management Limited (“SMM"). Therefore, each of SMM, SMM
China and Sims Asia is deemed to be interested in the long positions and
short positions held by and through Sims.

(9) The short position in respect of 20,837,095 Shares represent the number of
the Option Shares which Delco is obliged to deliver to Sims upon exercise
of the Option by Sims.

Save as disclosed above, as at 31 December 2013, the Company had
not been notified by any persons (other than the Directors and chief
executives of the Company) who had interests or short positions in the
shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO.

MATERIAL CONTRACTS

There were no contracts of significance to which the Company or any
of its subsidiaries was a party and in which a Director of the Company
or the controlling shareholder of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.
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EEEHE (H)

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the senior management of the Group based on their performance,
experience, and prevailing industry practices so as to retain competent
employees.

The emolument of the Directors is decided by the Remuneration
Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to the
Directors and eligible employees, details of the scheme are set out in
note 37 to the consolidated financial statements.

CORPORATE GOVERNANCE

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

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
with the knowledge of the Directors, the Company has maintained
sufficient public float throughout the financial year ended 31 December
2013.

AUDITORS

The consolidated financial statements for the year ended 31 December
2013 have been audited by Deloitte Touche Tohmatsu. A resolution
for the re-appointment of Deloitte Touche Tohmatsu as the Company’s
auditor is to be proposed at the forthcoming annual general meeting.

For and on behalf of the Board
Chiho-Tiande Group Limited
Fang Ankong

Chairman

Hong Kong, 20 March 2014
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Corporate Governance Report
PEemssapa

INTRODUCTION

The Company recognizes the importance of corporate transparency and
accountability. The Company is committed in achieving a high standard
of corporate governance and leading the Group to attain better results
and improve our image with effective corporate governance procedures.

During the year ended 31 December 2013 (the “Year”), the Board (the
“Board") of Directors (the “Directors”) identified certain practices which
were not in full compliance with the hedging policy (the “Hedging
Policy”) of the Group. In view of this, the Board has taken remedial
actions and commissioned an independent professional to review the
internal control system and corporate governance of the Group. The
Company will review its corporate governance practices on a continual
basis.

Throughout the Year, the Company has adopted, applied and complied
with all the code provisions set out in the Corporate Governance Code
(the “CG Code") contained in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”) except on the deviations set out
below.

The roles of the chairman and chief executive officer of the Company
have not been segregated as required by the provision A.2.1 of the CG
Code.

Mr. Fang Ankong is the Chairman and Chief Executive Officer of the
Company. With extensive experience in the mixed metal scrap recycling
business, Mr. Fang is responsible for the Group’s overall strategic
planning and the management of our business. The Board considers that
vesting the roles of chairman and chief executive officer in the same
person is beneficial to the business prospects and management of the
Group. The balance of power and authority is ensured by the operation
of the senior management and the Board, which comprise experienced
and high caliber individuals. The Board currently comprises three
Executive Directors (including Mr. Fang), one Non-Executive Director and
three Independent Non-Executive Directors and therefore has a fairly
strong independence element in its composition.

Chiho-Tiande Group Limited ~ Annual Report 2013

=
e

ARBRAMEEZACRHAEGEHEEE
ﬁﬂ%ﬁm7}<$mﬂ:¥5/u C WERBERA T
KERREFIIBAKEEEEARIER AR
% o

REE-T—=F+-A=+t—BIEFE(XK
FE BF(EFDg(ESS)ERET
TREEFARNEEE PR ([EPERE ) 217
B BER  EETSEHIEREERER
B EEATEHNAEBOANBEL RGE LD
EER - ARAIBHEEHNEBEEEER
BiE -

REEFE - AARCDHEMA - EARETELS
BARZMARAR ([BAT])ER EHRA
(I LA D+ mprs e e A<l ([ 4
FERTR) 2B TR T XFREZ
IRBEERIN

RRAREERITBRAHNBELERELET
SETAMEX A2 NFIERF RS ©

TRZERERKEERNRRLERITRAEE -
BHRNESETBOBTENEERR Tk
EREAEERERREBIERIINEBER - &

ERRAR - AHEEZFERITHEIRERE
ENEBASLEEAN - HASELBREE
MEENATAKNSRERAEREEENE
TERTRERAE NS AT & - EE S AT =R
TEF(BREANE)  —RIFWTEER=F
B FBITE SN - HAEKARHEE R
LR -



Corporate Governance Report (continued)
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COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in Appendix
10 to the Listing Rules as the guidelines for the Directors’ dealings in the
securities of the Company. Upon specific enquiries of all the Directors,
each of them confirmed that they have complied with the required
standards set out in the Model Code throughout the Year in relation to
their securities dealings, if any.

The Model Code has extended to be applicable to senior management
and relevant employees who likely possesses the inside information of
the Company.

THE BOARD

The Board is responsible for the leadership and control of the
Company and overseeing the Group'’s business, strategic decisions and
performances and comprises seven Directors, including three Executive
Directors namely Mr. Fang Ankong, Mr. Stephanus Maria van Ooijen
and Mr. Gu Liyong, one Non-Executive Director namely Mr. Michael
Charles Lion and three Independent Non-Executive Directors namely
Ms. Zhang Jingdong, Dr. Loke Yu and Mr. Li Xikui. The management
is delegated with the authority and responsibility by the Board for
the day-to-day operation and management of the Group under the
Board'’s instruction. In addition, the Board has also established various
Board committees and has delegated various responsibilities to the
Board committees including the Executive Committee (the “Executive
Committee”), the Audit Committee (the “Audit Committee”), the
Remuneration Committee (the “Remuneration Committee”), the
Nomination Committee (the “Nomination Committee”) and the
Pricing Committee (the “Pricing Committee”) (together, the “Board
Committees”). All the Board Committees perform their distinct roles in
accordance with their respective terms of reference and further details
of these committees are set out hereunder. The Directors’ and senior
management’s remuneration and the Group’s annual results for the
Year were approved in the board meetings of the Company.

To the best knowledge of the Company, there is no financial, business,
family or other material relationships among members of the Board.

The Non-Executive Director is appointed for a term of 3 years.
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RER®E (F)

THE BOARD (continued)

All of the Independent Non-Executive Directors are appointed for a term
of three years. None of them holds any other offices in the Company
or any of its subsidiaries or is interested in any shares of the Company.
The Company has received from each of the Independent Non-Executive
Directors a confirmation of his independence in accordance with
Rule 3.13 of the Listing Rules. The Company considers that all of the
Independent Non-Executive Directors are independent.

The Board reviews its own structure, size and composition regularly to
ensure that it has a balance of expertise, skills, experience and diversity
appropriate to the requirements of the business of the Company.

The Board has convened four regular meetings during the Year. The
attendance of all Directors at the Board Meetings, Annual General
Meeting (“AGM") and Extraordinary General Meeting ("EGM") of the
Company held during the Year are as follows:
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No. of Meetings attended/No. of Meetings held

HESEEA SETEEA
Regular Board Special Board

Meetings Meeting AGM/EGM
Name of Directors Exe Ezeg RERAFEAE/
EEpE EHER KAgE RREAIKE
Executive Directors HITES
Fang Ankong (Chairman) HEE(ER) 4/4 1" 212
Stephanus Maria van Ooijen Stephanus Maria van Ooijen 4/4 11 212
Gu Liyong BZE 4/4 1n 212
Non-Executive Director FHTES
Michael Charles Lion Michael Charles Lion 4/4 " 2/2
Independent Non-Executive Directors BYFHITES
Loke Yu e 4/4 n 22
Li Xikui FTHE 4/4 17 0/2
Zhang lingdong BEHR 4/4 1n 072
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THE BOARD (continued)
A special meeting was held for the Board to review the exposure level
of the Group’s commodity future contracts and the corresponding
procurement and inventory management strategy in light of the non-
compliance with the Hedging Policy.

The Company adopted a procedure to enable the Directors to seek
independent professional advice in appropriate circumstances at the
Company’'s expense. Subject to the prior approval by the Chairman
of the Board and notification to the Chief Executive Officer of the
Company, the Directors may seek independent legal, financial or other
professional advice from advisors independent of those advising the
Company as and when necessary in appropriate circumstances to
enable them to discharge their responsibilities effectively, either on the
Company'’s affairs or in respect of their fiduciary or other duties, at the
Company's expenses.

The Chairman of the Company held two meetings with the Non-
Executive Directors (including Independent Non-Executive Directors)
without the Executive Directors present in March and December 2013.

EXECUTIVE COMMITTEE

The Board has established the Executive Committee with written
terms of reference, which is responsible for the management and
administration of the business of the Company and any matters which
are within the ordinary course of the Company’s business under the
control and supervision of the Board and in accordance with the
provisions of the Terms of Reference of Chiho-Tiande Group Limited
for ensuring a high standard of corporate governance and compliance
of the Company. The written terms of reference of the Executive
Committee are available on the Stock Exchange’s website and the
Company’s website.

The Executive Committee consists of Mr. Fang Ankong, Mr. Stephanus
Maria van Ooijen and Mr. Gu Liyong, the Executive Directors of the
Company, and is chaired by Mr. Fang Ankong. The Board delegated
the corporate governance function to the Executive Committee to
develop and review the Company’s policies and practices on corporate
governance and make recommendation to the Board, review and
monitor the training and continuous professional development of
Directors and senior management, compliance with legal and regulatory
requirements, review and monitor the code of conduct and Model Code
applicable to the Directors or employees.
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EXECUTIVE COMMITTEE (continued)

Directors’ Training and Professional Development
Every newly appointed Director of the Company receives a
comprehensive, formal and tailored induction on the first occasion of
his appointment to make sure that he has proper understanding of the
operations and business of the Company and that he is fully aware of his
responsibilities in the Company.

During the Year, all Directors received regular updates and presentation
on changes and developments to the Group’s business and on the latest
developments in the laws, rules and regulations relating to the Directors’
duties and responsibilities.

The Company recommends Directors to attend relevant seminars for
continuous professional development to develop and refresh their
knowledge and skills. During the Year, all Directors have participated
in continuous professional development programmes by attending
seminars, in-house briefing and reading materials. The Company
organized a training section conducted by a professional firm in
December 2013 on the new Companies Ordinance.

Directors’ training is an ongoing process, all Directors are encouraged to
attend relevant training courses at the Company’s expenses and they are
requested to provide their respective training records to the Company
Secretary for record as follows:

Name of Directors

HITRES (&)

EEHIREERE
AATSENETEFNERES TR HRE
B2E  EXFHAEMBOMERAM @ BR
HOBEE WERALTBERESR  URE
HAE AR A AR EL -

RAFE  FMEEFCRBAKEEBEIR
BEROTHEMLGH  AREHREERAN
BERER  ERRRENRIERE o

RATRIHEBER2 MFHE R XL RAERMAF
S DA R N R I ) AR S B RE o AN
B BERRBLEMNE - AEEHRNEE
B RAS IR EERERAE - AOFIEH
RAEPIN —FE—=F+ A As—&Edl
RIZ - ERBEEIIT -

EXRRIIRERERRE  MAEEEHESRZ
MAREIIRE - BRAAARAXN - BRE
AR RMERREESBHFIEENT

Attending seminars/In-house briefing/
Reading materials

EEHR SMHE RIBER B EM R
Executive Directors HITES
Fang Ankong (Chairman) FRE(XRE) v
Stephanus Maria van Ooijen Stephanus Maria van Ooijen v
Gu Liyong RFE v
Non-Executive Director FBITES
Michael Charles Lion Michael Charles Lion v
Independent BUKHTES

Non-Executive Directors
Loke Yu R g AR v
Li Xikui Tz 4
Zhang lJingdong EHR v
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RER®E (F)

AUDIT COMMITTEE

The Audit Committee was established in June 2010 with written
terms of reference in compliance with the CG Code as set out in
Appendix 14 to the Listing Rules. The written terms of reference of
the Audit Committee are available on the Stock Exchange’s website
and the Company’s website. The Audit Committee has established a
whistleblowing policy of the Company in December 2012 and set out
the procedures on reporting possible improprieties in financial reporting
matters of the Company.

The primary duties of the Audit Committee include reviewing and
supervising the financial reporting process and internal control
procedures of the Group and nominating and monitoring external
auditors. The Audit Committee consists of one Non-Executive Director
and three Independent Non-Executive Directors, Mr. Michael Charles
Lion, Dr. Loke Yu, Ms. Zhang Jingdong and Mr. Li Xikui and is chaired
by Dr. Loke Yu. In compliance with Rule 3.21 of the Listing Rules,
the chairman of the Audit Committee possesses the appropriate
professional and accounting qualifications.

The Audit Committee has convened three meetings during the financial

year ended 31 December 2013 with the attendance of each member as
follows:

Name of Committee members
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No. of Meetings attended/
No. of Meetings held

ZEEREHSR HESEREE T ETERYE
Independent BYFHTES
Non-Executive Directors

Loke Yu (Chairman) REgMR(EE) 3/3
Li Xikui Fip= 3/3
Zhang Jingdong B 3/3
Non-Executive Director FHTES

Michael Charles Lion Michael Charles Lion 3/3

The Audit Committee has reviewed and discussed in the Committee
meetings the audited financial results for the year ended 31 December
2012, the unaudited interim results of the Company for the six months
ended 30 June 2013, the connected transactions report for the year
ended 31 December 2012, the whistleblowing policy report for the
period ended 30 June 2013, the engagement terms and remuneration
of auditors and the effectiveness of the internal control systems of the
Company.
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REMUNERATION COMMITTEE

The Remuneration Committee was established in June 2010 with
written terms of reference in compliance with the CG Code as set out in
Appendix 14 to the Listing Rules. The written terms of reference of the
Remuneration Committee are available on the Stock Exchange’s website
and the Company’s website.

The primary duties of the Remuneration Committee include making
recommendations to the Board on the remuneration packages and
conditions of employment for the Directors and senior management
and evaluating and making recommendations on employee benefit
arrangements. The Remuneration Committee consists of Mr. Fang
Ankong and Mr. Stephanus Maria van Ooijen, Executive Directors, and
Dr. Loke Yu, Ms. Zhang Jingdong and Mr. Li Xikui, Independent Non-
Executive Directors and is chaired by Mr. Fang Ankong.

The Remuneration Committee has convened two meetings during the
Year with the attendance of each member as follows:

Name of Committee members

FHEES

AARE MR £ RIS AR A
FUR-B-FENARIHFMERS - 3]
PEEBEGE - HHEB T BEREGE
PO SR B4 B AR A R B AP o

FHEEEN I ERERERESTRSRE
BAENFMHES RERKERNESSRY
B ARFMEIEMNLH Rt iR H &
HOTHNEESRENTESHITERER
Stephanus Maria van Ooijen 04 A K387 JF
WOTEFREEME L  EFRLLTRTHEL
o FRERERFMNEERER -

RAEE  FHEESLBRAMAISHE @ §K
SHFEET

No. of Meetings attended/
No. of Meetings held

ZEENERE HESEYA SBTEREHA
Executive Directors HITES

Fang Ankong (Chairman) FEZE(ER) 212
Stephanus Maria van Ooijen Stephanus Maria van Ooijen 2/2
Independent BYFHTES

Non-Executive Directors

Loke Yu B 7 Ak 2/2
Li Xikui ESVES 2/2
Zhang Jingdong EHR 2/2

Throughout the Year, the Remuneration Committee has discussed and
recommended to the Board for approval of the bonus payment to the
Directors and senior management of the Group for the year ended 31
December 2012, the Directors’ and senior managements’ remuneration
of the Group for the years of 2013 and 2014, the grant of share options
to the Executive Directors, refresh the scheme mandate limit of the Post-
IPO share option scheme and the renewal of service contracts of senior
management of the Company in 2013.
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NOMINATION COMMITTEE

The Company established the Nomination Committee in June 2010 with
written terms of reference in compliance with the CG Code as set out
in Appendix 14 to the Listing Rules. The Company has adopted a set
of the revised terms of reference of the Nomination Committee on 15
August 2013, which has included changes in line with the amendments
to the Main Board Listing Rules relating to the Corporate Governance
Code and Corporate Governance Report which came into effect on 1
September 2013. The written terms of reference of the Nomination
Committee are available on the Stock Exchange’s website and the
Company’s website.

The duties of the Committee include:

1. to formulate nomination policy for consideration of the Board and
implement the nomination policy laid down by the Board;

2. to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

3. toidentify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of, individuals nominated for directorships;

4. to assess the independence of independent non-executive
directors, having regard to the requirements under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited;

5. to make recommendations to the Board on the appointment or
reappointment of directors and succession planning for directors
in particular the chairman and the chief executive;

6.  to do any such things to enable the Committee to discharge its
powers and functions conferred on it by the Board; and

7. to conform to any requirement, direction, and regulation that may
from time to time be prescribed by the Board or contained in the
constitution of the Company or imposed by legislation.
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NOMINATION COMMITTEE (continued)

The Nomination Committee comprises Mr. Fang Ankong and Mr.
Stephanus Maria van Ooijen, Executive Directors, and Dr. Loke Yu, Ms.
Zhang Jingdong and Mr. Li Xikui, Independent Non-Executive Directors
and is chaired by Mr. Fang Ankong.

The Nomination Committee has convened 1 meeting during the Year
with the attendance of each member as follows:

Name of Committee members

REEEE (&)
REZESRRATEEFLRELER
Stephanus Maria van Ooijen &4 A K& 5837 IF
WITESREMNEL  EMRLIRTHES
B FREFERREEEGER -

REZEERAEELTBR— e
HEMT

P BEKE

‘I]]]IJ

No. of Meetings attended/
No. of Meetings held
SMEBRBE LITEEHE

ZEEHREHA
Executive Directors BITES
Fang Ankong (Chairman) FEZE(ERF)

Stephanus Maria van Ooijen Stephanus Maria van Ooijen

171
7

Independent BYFHTES
Non-Executive Directors

Loke Yu BeE /G A

Li Xikui SV ES

Zhang Jingdong FHCR

7
1”7
7

Throughout the Year, the Nomination Committee has reviewed
and discussed the composition, size and structure of the Board, the
independence of the Independent Non-Executive Directors, re-election
of Directors and adoption of revised terms of reference.

In considering the nomination of new directors, the Company will
propose the candidates to the Nomination Committee and the
Committee will review and make recommendation to the Board on the
expertise, skills and experience of the candidates appropriate to the
requirements of the business of the Company.

The composition of the Board has the significant element of diversity,
in terms of skills, regional and industry experience, background and
gender.

Board Diversity Policy

The Company has established a board diversity policy (the “Board
Diversity Policy”) on 15 August 2013 which sets out the approach to
achieve and maintain diversity on the Board in order to enhance the
effectiveness of the Board.
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Corporate Governance Report (continued)

RER®E (F)

NOMINATION COMMITTEE (continued)

Board Diversity Policy (continued)

The Company seeks to achieve Board diversity through the consideration
of a number of factors, including but not limited to gender, age, cultural
and education background, ethnicity, professional experience, skills,
knowledge and length of service.

The Board will consider setting measurable objectives to implement the
Board Diversity Policy and review such objectives from time to time to
ensure their appropriateness and ascertain the progress made towards
achieving those objectives.

The Nomination Committee will review the Board Diversity Policy, as
appropriate, to ensure its continued effectiveness from time to time.

PRICING COMMITTEE

The Company established the Pricing Committee in June 2010 to review
and determine the offer and selling prices of the Group's physical
stock, the Group’s inventory level and hedging positions requirements
on a daily basis; to enhance the risk management of commodity price
fluctuations and to ensure an effective risk monitoring system. The
Pricing Committee comprises Mr. Fang Ankong, Mr. Xu Jialiang, Mr. Zhu
Zhonghui, Mr. Gan Jun, Ms. Chan Tung Tung and Mr. Chow Wan Hoi
Paul and is chaired by Mr. Fang Ankong.

The Pricing Committee has convened twelve regular meetings and one
special meeting during the Year with the attendance of each member as
follows:
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No. of Meetings attended/No. of Meetings held

HESBME ETEEEE
Name of Committee members Regular Meetings Special Meeting
ZEERERA EHEEH HRlE®R
Chairman of Pricing Committee EEZEEXRE
Fang Ankong FRZE 12/12 11
Committee members EEEME
Chow Wan Hoi Paul il 12/12 1/1
Xu Jialiang FFINR 12/12 1/1
Zhu Zhonghui KB 12/12 11
Gan Jun HE 12/12 11
Chan Tung Tung BRI 12/12 11
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PRICING COMMITTEE (continued)

Throughout the Year, the Pricing Committee has reviewed the Group’s
monthly physical stocks price and commodities transactions. A special
meeting of Pricing Committee was held on 30 October 2013 and the
Independent Non-Executive Directors were invited to attend, review and
discuss the exposure level of the Group’s commodity future contracts
and the corresponding procurement and inventory management
strategy in the third quarter of 2013. On 20 January 2014, the Pricing
Committee held another review meeting with the members of the Board
to review the Group’s commodity future contracts’ exposure level and
the corresponding procurement and inventory management strategy in
the fourth quarter of 2013 and to revise the Group’s Hedging Policy. The
revised Hedging Policy is available on the Company’s website.

COMPANY SECRETARY

The Company Secretary provides support to the Chairman, Board and
Board Committees by ensuring good information flow and that Board
policies and procedures are followed. The draft Minutes of all Board
Meetings and Committee Meetings were circulated to the Board and
Board Committees within a reasonable time. All signed Minutes and
Resolutions of all Board Meetings and Committee Meetings were
circulated to all the Directors and Committee Members for record.

The Company Secretary is not an employee of the Company. The
Company appointed Mr. Gu Liyong, the Executive Director, as primary
contact person with the Company Secretary of the Company.

The Company Secretary has attended relevant professional seminars to
update her skills and knowledge. She has complied with Rule 3.29 of the
Listing Rules and has taken no less than 15 hours of relevant professional
training during the Year.
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AUDITORS' REMUNERATION
During the Year, the fees paid or payable to Deloitte Touche Tohmatsu
in respect of its audit services and non-audit services are as follows:

BB EN B &
RAFE - BERRY R IEERR D RE
FEE « MRS EHEATOMSMT

HK$
BT
Type of services IREER
Audit fee for the Group AEEEZEA 2,310,000
Review of the Group's Interim Result HEAEEFEEE 610,000
Review of the Group’s Internal Control FH AR EENEEEE 300,000
Review of Continuing Connected EHFERERS
Transaction 50,000
Total et 3,270,000

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibilities for preparing all
information and representations contained in the financial statements
of the Company for the Year which give a true and fair view of the
state of affairs of the Group and of the results and cash flow for that
period. The Directors consider that the financial statements have been
prepared in conformity with all appropriate accounting standards and
requirements and reflect amounts that are based on the best estimates
and reasonable, informed and prudent judgment of the Board and the
management. The Directors are not aware of any material uncertainties
relating to events or conditions which may cast significant doubt upon
the Company'’s ability to continue as a going concern. Accordingly, the
Directors have prepared the financial statements of the Company on a
going concern basis.

The statements of the auditors of the Group about their reporting
responsibilities on the financial statements of the Group is set out in
the section headed “Independent Auditor’s Report” on page 91 of this
report.
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INTERNAL CONTROL

The Board is responsible for establishing, maintaining and operating
an effective system of internal controls. The Company leverages
on the expertise offered by internal and external professionals to
develop its internal control system which includes a well-established
corporate structure and an organization with clearly defined lines of
responsibility and authority. The Internal Control Department is to
provide independent assurance to the Board and executive management
on the adequacy and effectiveness of internal controls for the Group.
The internal control system is reviewed and assessed on on-going basis
by the Executive Directors, and will be further reviewed and assessed at
least once each year by the Audit Committee and the Board.

Internal Control Department adopts a risk-and-control based audit
approach. The annual work plan of Internal Control Department covers
major activities and processes of the Group’s business units. The audit
plan is reviewed and agreed by the Audit Committee. In addition to the
agreed schedule of work, Internal Control Department conducts other
review and investigative work as may be required. All audit reports are
communicated to the Audit Committee and key members of executive
and senior management. Audit issues are tracked and followed up for
proper implementation, with progress reported to the Audit Committee,
executive and senior management periodically.

During the Year, the Board identified the following practices which were
not in full compliance with the Hedging Policy:

(@)  the Hedging Policy provides, among other things, that at any time
the quantities of metal futures contracts that the Group may buy
or sell cannot exceed 50% of the actual physical inventories held
by the Group at the relevant time (the “Hedging Limit"”) without
the approval of the Board. The Hedging Limit was exceeded during
the Year but owing to an unintentional failure in the internal
control of the Group, no Board approval had been sought at the
relevant times; and
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INTERNAL CONTROL (continued)

(b)

the Hedging Policy sets out, among other things, the target
inventory turnover days that the Group aims to achieve under
normal circumstances and market conditions, and provides that
the Board must approve any change to the inventory turnover
day criteria. The Hedging Policy also requires the Board to obtain
professional advice on the current and future market outlook
of the commodities market if the target inventory turnover days
could not be met. During the Year, the inventory turnover days
were longer than the target inventory turnover days of 90 days
because of various practical reasons, including seasonal factors
and prevailing market conditions, but no Board approval had been
sought at the relevant times nor had any professional advice been
sought.

In view of the above, the Board has taken the following actions to
address the above issues:

(a)

the Board has resolved that the Executive Directors should improve
their reporting system to manage the hedge positions correctly,
the Company should reduce the quantity of metal futures
contracts as soon as reasonably practicable in order to reduce the
exposures to the futures market, and that the Pricing Committee
should take necessary steps to strengthen its internal control
system to ensure strict adherence to the Hedging Limit;

the Board has appointed an independent professional to perform
an internal control and corporate governance assessment (the
“Internal Control and Corporate Governance Assessment”) and
make recommendations to the Board, and the Internal Audit
Manager of the Company was assigned to participate and assist
in the Internal Control and Corporate Governance Assessment.
The Internal Control and Corporate Governance Assessment
was completed in February 2014 and a report (the “List of
Findings and Recommendations Report”) was submitted to the
Company in March 2014. The Board has resolved to adopt the
List of Findings and Recommendations Report and implement the
recommendations in the List of Findings and Recommendations
Report;
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INTERNAL CONTROL (continued)

(0)

the Board has also resolved to appoint the same independent
professional to provide compliance training to the Directors in
order to enhance the awareness of the Directors with regard to
internal control and corporate governance; and

the Board considered it is unrealistic to maintain the then target
inventory turnover days of 90 days, and that the Board should
be given a discretion to determine whether it is necessary for
the Board to engage and seek relevant professional advice.
Accordingly, the Board has resolved to amend the Hedging Policy
such that (i) the target inventory turnover days is now changed
from 90 days to 160 days; (i) any change to the inventory turnover
day criteria (i.e. if the inventory turnover days are more than
160 days) will require approval by the Board in accordance with
the terms of the Hedging Policy, save that no such approval is
required if the target inventory turnover days are not achieved
in January and February owing to the intervening Chinese New
Year holiday; and (iii) in the event that the commodity market
experiences a sustained and sharp decline in prices that are likely
to cause a lengthening in the inventory turnover days, the Board
may consider engaging and seeking relevant professional firms
to advise it on the current and future market outlook of the
commodities market.

COMMUNICATION WITH SHAREHOLDERS

The Company has established a shareholders’ communication policy
(the “Shareholders’ Communication Policy”) in March 2012 for
setting out the policies, communication strategies and practices of the
Company for communication with its shareholders. The Shareholders’
Communication Policy enables the shareholders (the “Shareholders”)
of the Company to obtain comprehensive and plain information of
the Company, to exercise their powers on an informed basis and to
strengthen their communication with the Company.
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COMMUNICATION WITH SHAREHOLDERS

(continued)

The Company has established and maintained a dialogue with
Shareholders by conveying information to the Shareholders and
investors through the Company’s financial reports (interim and annual
reports); annual general meetings and other meetings that may be held;
and all the information submitted to the Stock Exchange for disclosure,
as well as corporate communications and other publications which shall
be posted on the website of the Company.

The Company undertakes to convey information to the Shareholders
and investors in a timely and effective manner at all times. If there are
any questions about the Shareholders’ Communication Policy, it shall be
delivered to the Company Secretary or the Head of Investor Relations
Department of the Company.

SHAREHOLDERS’ RIGHTS

Shareholders general enquiries

Shareholders should direct their questions about their shareholdings to
the Company’s Hong Kong branch share registrar and transfer office,
Computershare Hong Kong Investor Services Limited.

Shareholders and the investment community may at any time make a
request for the Company’s information to the extent such information is
publicly available.

Procedures for putting forward enquiries to the Board
Shareholders may at any time forward enquires to the Board in writing
through the Company Secretary who will direct the enquiries to the
Board for handling. Contact of the Company Secretary is as follows:

The Company Secretary

48 Wang Lok Street

Yuen Long Industrial Estate
Hong Kong

Fax: (852) 2587 7799
Email Address: cosec@chiho-tiande.com
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SHAREHOLDERS' RIGHTS (continued)
Procedures for Shareholders to Convene General
Meetings

Subject to the provisions of the articles of association of the Company
(“Articles of Association”), the Listing Rules and the applicable laws
and regulations, Shareholders may convene general meetings of the

RIBARBAGZIZAR ([ERAA ) FE
EHRARERERIER - RRAIRBEIAT
BFARERRRBERAS

Company in accordance with the following procedures:

One or more Shareholders holding at the date of the deposit of
the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings of
the Company (the “Requisitionist(s)”) may require the Board to
convene an extraordinary general meeting of the Company (an
“"EGM") by depositing a written requisition (the “Requisition”) at
the registered office of the Company at Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands
and a copy thereof at the principal place of business of the
Company in Hong Kong at 48 Wang Lok Street, Yuen Long
Industrial Estate, Hong Kong, for the attention of the Board or the
Company Secretary.
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Cayman KY1-1111, Cayman lIslands) &
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2. The Requisition must clearly state the name(s) and shareholding in EREBETEESHE KA ZHL LR
the Company of the Requisitionist(s), specify the purposes of the NElLZRE - PIBARERERIRE 2 B &Y
EGM and the details of the business proposed to be transacted in RERIRERRIARS LRIE 2 FIEME
the EGM and be signed by the Requisitionist(s) and may consist of 15 WHERASZE : ZEREZ0E
several documents in like form, each signed by one or more of the ZHEERER 2t §HHa %
Requisitionists. URBRAEE -

3. Upon receipt of the Requisition, the Directors shall verify the WRFERkER - EFEERRNEZRHD
Requisition with the Company’s branch share registrar and upon BN EZEZERE  URERZS
this confirmation that the Requisition is proper and in order, shall SREALZENEER  EYETEAXEHM
forthwith proceed duly to convene the EGM, and such EGM shall PRERFRAS  ZBREERASHERS
be held within two (2) months after the deposit of the Requisition. SKERRIEM (2) 8 A NEAT o

4. If the Directors do not within twenty-one (21) days from the date MERBEREE -_+T—QNBR &=

of the deposit of the Requisition proceed duly to convene the
EGM, the Requisitionist(s), may himself or themselves convene the
EGM in the same manner and all reasonable expenses incurred by
the Requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the Requisitionist(s) by the Company.
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SHAREHOLDERS' RIGHTS (continued)

Procedures for Shareholders to Convene General

Meetings (continued)

5. Under the Articles of Association and pursuant to the
requirements of the Listing Rules, a notice specifying the time
and place and the general nature of the proposed business to be
transacted at the EGM shall be given to all Shareholders entitled
to attend the EGM for consideration in the following manner:

(i)  notice of not less than 21 clear days or 10 clear business
days, whichever is the longer, if a special resolution is to be
passed at the EGM; and

(i) notice of not less than 14 clear days or 10 clear business
days, whichever is the longer, in all other cases, provided
that a EGM may be called by a shorter notice if it is so
agreed by a majority in number of the Shareholders having
the right to attend and vote at the EGM, being a majority
together holding not less than 95% in nominal value of the
issued shares of the Company giving such right.

The notice period is exclusive of (i) the day on which the notice is
served or deemed to be served; and (ii) the day on which the EGM
is to be held.

Procedures for Shareholders to Make Proposals at
General Meetings

Subject to the provisions of the Articles of Association, the Listing
Rules and the applicable laws and regulations, Shareholders may
propose a resolution at general meetings of the Company by following
the “Procedures for Shareholders to Convene General Meetings” to
convene an extraordinary general meeting and propose a resolution
to be resolved at that extraordinary general meeting. Please refer to
the document titled “Procedures for Shareholders to Convene General
Meetings” on the Company’s website.
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SHAREHOLDERS' RIGHTS (continued)
Procedures for Shareholders to Propose a Person for

Election as a Director

Subject to the provisions of the Articles of Association, the Listing Rules
and the applicable laws and regulations, 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.

1. Shareholder(s) may propose a person (the “Candidate”) for
election as a Director at general meeting in accordance with the
following procedures:

(@) a Shareholder or a group of Shareholders holding not less
than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the
Company may requisition an extraordinary general meeting
to propose the Candidate to be elected as a Director in
the manner provided in “Procedures for Shareholders to
Convene General Meetings”; or

(b)  Election of directors whether by rotation or otherwise in
the place of those retiring would be considered ordinary
business at an annual general meeting of the Company (the
“"AGM") and if the notice of an AGM includes the election
of Directors, any Shareholder may propose the election of
any person as a Director at the AGM,;

Provided that, in each case, no Candidate other than a Director
retiring at the meeting shall, unless recommended by the Directors
for election, be eligible for election as a Director at any general
meeting unless:

(i)  a notice signed by a Shareholder (other than the person
to be proposed) duly qualified to attend and vote at the
meeting for which such notice is given of his intention to
propose such Candidate for election; and

(i) a notice signed by the Candidate of his willingness to be
elected,
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SHAREHOLDERS' RIGHTS (continued)
Procedures for Shareholders to Propose a Person for

Election as a Director (continued)

shall have been lodged to the Company at its principal place
of business in Hong Kong at 48 Wang Lok Street, Yuen Long
Industrial Estate, Hong Kong within the period of at least seven (7)
days commencing on the day after the despatch of the notice of
the general meeting and ending no later than seven (7) days prior
to the date appointed for such general meeting.

In addition, the notice must contain the information as specified in
Rule 13.51(2) of the Listing Rules about the Candidate, including
but not limited to the following:

(i) full name;

(i) age;

(iii)  business and residence addresses;

(iv)  principal occupation or employment;

(v)  experience including (a) other directorships held in the
last three years in public companies the securities of
which are listed on any securities market in Hong Kong or
overseas, and (b) the major appointments and professional
qualifications; and

(vi) interests in shares of the Company within the meaning of

Part XV of the Securities and Futures Ordinance (Cap. 576
of the Laws of Hong Kong).

CONSTITUTIONAL DOCUMENTS
During the Year, there was no change in the Company’s constitutional
documents.
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INVESTOR RELATIONS

The management of the Company believes that effective and proper
investor relations play a vital role in creating shareholders’ value,
enhancing the corporate transparency as well as establishing market
confidence. As such, the Company has adopted a stringent internal
control system to ensure true, accurate, complete and timely disclosure
of relevant information pursuant to requirements of relevant laws
and regulations in order to ensure all shareholders equal access to
information. To strive for effective communication and transparency
of the Company, the personnel in charge have frequent contacts with
Shareholders and investors through various channels such as interview,
presentation, internet, telephone and email.

In addition, we have during the Year organized numerous site visits
to our facilities with several fund managers and equity market
analysts. Through the site visits, the visitors managed to have a better
understanding of the Group’s operations and the opportunity to know
more about the Group’s development strategy.

We will continue to establish communication opportunities in order to
enhance investors’ understanding of and confidence in the Company.

WHISTLEBLOWING POLICY

To deter wrongdoing and to promote standards of good corporate
practices, the Company has adopted a whistleblowing policy in
December 2012. The policy aims at encouraging and enabling
employees of the Group at all levels and others to report violations
or suspected violations and to raise serious concerns about possible
improprieties in matters of financial reporting or other matters of the
Group.

INFORMATION DISCLOSURE

The Company discloses information in compliance with the securities
regulations of the Stock Exchange, and publishes periodic reports and
announcements to the public in accordance with relevant laws and
regulations. Our primary focus is to ensure information disclosure
is timely, fair, accurate, truthful and complete, thereby enabling
Shareholders, investors as well as the public, to make rational and
informed decisions.
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